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- ABSTRACT

The advances in communication and computer technology and the availability
of the Internet have made it possible that people can do most of their banking
transactions from a remote location even without having the need to visit their
local branch. With the growing reputation of Bahrain as a financial centre in
the Arabian Gulf region, existing banks face intensive competition from new
comers which made the banking industry in Bahrain opt for a more aggressive
approach in the development of new online banking services.

This thesis reports key findings from an empirical study of the Bahraini
banking customer experiences with the adoption of online banking. It
provides an understanding of what and how the specific factors influence the
decision making process of the bank customers whether or not to bank on the
Internet in the Bahraini context. It utilises a theoretical model to examine the
intent to adopt online banking service. Using an amalgamated model adapted
from two models in the fields of technology research and technology
acceptance, this research analysed the relationships between the intention to
adopt online banking services and the attitude toward online banking use,
subjective norm toward online banking use, selected user perceptions
(perceived usefulness, perceived ease of use, perceived risk, perceived
behavioural control) and selected user characteristics (age and income).

A questionnaire was employed to collect the data for this research and path
analysis was used to analyse the relationships between the proposed model
variables. Out of the 13 original model hypotheses, 9 were confirmed.
However, the overall model was found to be weak in explaining the
relationships regardless of their significance. Furthermore, current non-users

were segmented and a binary logistic regression was used to predict the
possibility of future adoption among this segment. It was concluded that
about 88% of current non-users are predicted to be future online banking
users in Bahrain.

In general, the behavioural intention to adopt online banking service in
Bahrain was found to be driven primarily by attitudes toward online banking
services, and customers’ perceived behavioural control. The practical and
theoretical implications of these findings are discussed. In summary, this
research helps to 1dentify perceptions and factors that explain the intention to
adopt online banking service. These factors may be important to the banks
and policy makers who wish to encourage the widespread adoption of online
banking services in Bahrain.
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INTRODUCTION

This chapter introduces the topic under study in this research, namely, online

banking in Bahrain, and the reasons for the choice of this particular topic. It
also covers the aim, scope and significance of this research within the Bahrain

environment in addition to identifying the research questions investigated.

The chapter concludes with an outline of the organisation of this thesis.

1.1 BACKGROUND

With all the technological changes that are taking place around us, our lives
are affected in many ways. No matter how people try to ignore these changes,
their significance is felt everywhere and is reflected in the way they run their
daily lives. In addition, the evolution of technology-based services has
altered the way the consumer-service provider relationship to deliver positive
service results for both parties. Online banking is one of the areas where the

customer 1s given more control over the service process while banks as
service providers aim for reduced workload as one of the benefits as well as

customer satisfaction.

However, many bank customers still opt for the comfort of the traditional
branch visit or the use of the bank call centres. Although the benefits
associated with electronic services have been well documented in earlier
research (e.g., Peterson et al., 1997; Daniel, 1999; Furash 1999; Mols, 1999),
countries which were leaders in introducing online banking to their customers
are still waiting to reap the promised benefits in comparison to their huge

investments in technology-based services. For example, many of the U.S.

online customers are inactive or use online banking sporadically or use it for
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simple transactions such as verification tasks (Sarel and Marmorstein, 2003).
In addition, when customers really want to make a transaction which should
generate income for the bank they prefer to do it at the traditional bank branch

office and complicated transactions are still handled in person (e.g., Flavian et

al., 2005). .

The financial markets and institutions in the Middle East are no exception to
changes demanded by new technological advances and are not immune to the
subsequent changing environment. In Bahrain, there is a current trend to
move from the traditional brick and mortar branch banking to online banking.
As the case with every technological change that takes place, there are
benefits, challenges and opportunities for the whole banking industry in

addition to the uncertainties and problems which have to be resolved before

being fully accepted by consumers.

1.2 MOTIVATION FOR THE RESEARCH

Technology affects the way people live, play and do business. There has been
a noticeable shift from the traditional brick and mortar branch banking to
more sophisticated banking delivery channels. As these changes also affect
the users of the banking system, studying consumers and their behaviours and

perceptions towards such technologies subsequently becomes necessary.

The present study attempts to explore the online banking arena as seen by the
Bahraini consumers who are still trying to adapt to the many communication
developments around them and to understand their attitude formation process

and behaviours.

According to Baker (2003), with the development of the new wave

technologies such as the Internet, consumers can now express their demands

more effectively for particular services as opposed to accepting supplier-

designed services. Therefore, it becomes important to the service providers to
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understand the roots of these demands to be able to provide these customers

with services that match their demands.

db»

1.3 BAHRAIN AS THE FRAMEWORK OF THE STUDY a

This study is conducted in Bahrain to evaluate the Bahraini consumer
behaviour towards online banking. The -cultural environment in Bahrain is
characterised by collectiveness where the Islamic religious beliefs take
precedence over other traditions and customs. It also dictates part}cular

norms of behaviour and the cohesive family structure still holds enough
significance to be reflected in the daily life, decision making, and

interpersonal relationships of the Bahraini individual.

As online banking is still in its infancy in Bahrain, the influence of the family
on the decision of technology adoption is also under scrutiny here to
determine if the cohesiveness of the family in the collective society plays an

influential role in such a decision-making process.
1.4 AIM OF THE RESEARCH

The main aim of this research is to investigate the role of attitudes and beliefs
in shaping the Bahraini consumer adoption intention towards online banking.
The influence of family, peers and colleagues will also be looked into in an
attempt to determine their degree of impact on the intention to use the online

banking services as well as individual differences reflected by selected

demographics.

Using a theoretical model derived from two leading models in the area of

technology adoption studies — the Theory of Acceptance Model (TAM) and
the Theory of Planned Behaviour (TPB) - this research will analyse the

relationships between the intention to adopt online banking and a number of
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constructs from both adopted models as well as additional internal and

external constructs.

The outcome of this research will help evaluate the relative significance of

these constructs in predicting the intention to adopt online banking services in
Bahrain. In addition, it will attempt to evaluate the future possibility of
adoption among current non-users of online banking in the country using

appropriate statistical tools.

1.5 SCOPE OF THE RESEARCH

Banks can use the Internet as a medium for their online banking services in
several ways. Some banks opt to be completely virtual and customers use the
Internet for all their business transactions with the exception of withdrawal of
cash, while others use this technology to complement their brick and mortar
banking services. In the latter, customers have the option to either conduct
their banking transactions in the traditional way by visiting the bank branch or
online. As Bahrain does not have pure virtual banking establishments, online

banking as part of the services provided by traditional banks will be

investigated.

As the target population of the study is the retail banking customers in
Bahram, an exploratory research consisting of extensive reading of the
literature on the technology adoption behaviour in general and online banking
adoption in particular combined with preliminary informal interviews with
employees in the banking sector in Bahrain laid the grounds for this research
to take shape. Accordingly, this research follows a quantitative research
strategy due to the nature of the topic under study. The research design,
sample selection, data collection, analysis and data interpretation reflect this

approach together with necessary pilot studies to validate the appropriateness

of the data collection tools subsequently adopted.
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1.6 SIGNIFICANCE OF THE RESEARCH

Given the scarcity of academic research on this new delivery channel, with

respect to the Middle East in general and the Arabian Gulf region in

particular, the study is significant for the following reasons:

1. The study will contribute to the literature on online banking in the area of
consumer behaviour which will accordingly open avenues for further

research to develop a fuller understanding of the subject.

2. With respect to Bahrain, it will be a pioneering study in the field of
online banking at the PhD research level.

3. Marketing practitioners in the retail banking sector may find the study
results as valuable inputs in the formulation of their marketing

communication strategies in Bahrain and the wider Middle East.

To date empirical research on the adoption of online banking services has
been very limited within the Middle East region. Most of the studies have
taken place in the West where the culture of the consumers differs

considerably than those in the Middle East. In addition, no attempt has been
made to analyse the adoption of online banking within the context of a

theoretical model in Bahrain in particular.

1.7 RESEARCH QUESTIONS OF THE STUDY

The main purpose of this research is to study the adoption of online banking
in Bahrain at the individual level and to investigate and model the adoption
process. It will be looked at as a process controlled by both individual

cognitive and affective elements as well as by the external norms and

behavioural constraints on making rational decisions.
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This research is designed to answer the following questions:

1. What are the most influential factors that affect the customers' intention to

use online banking as a transaction channel?

The answer to this question will utilise a thorough investigation of
attitudes, subjective norms and the perceived behavioural control of the

respondents which will help understand the formation of the intention to

adopt online banking services.

7 What are the main characteristics of the users of online banking and what

are the main obstacles for further adoption of electronic banking?

To help answer the above question, the influence of demographic factors

and attitudes toward online banking in the selection of banking channel

will be investigated.

3. Why do some bank customers find online banking unacceptable while

others prefer this medium? Which barriers should be eliminated in order to

convince the customers of the feasibility of online banking usage?

4. What are the decisive success factors of the Bahraini online banking?

The above question entails a comprehensive analysis of the framework of
consumer behaviour toward technological innovations, and the economic

environment, in addition to government policies.

5. Does the collectivist nature of the Bahraini society affect the adoption

decision of online banking?
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An investigation of the role of the Bahraini culture in influencing the

decision making process towards the adoption of online banking in Bahrain

will help provide the answer for the above question.

6. Can behavioural intention predict future online banking adoption for the

current non-users segment of the sample participants?

The above last research question will attempt to predict the future

behavioural intention of the current online banking non-users in Bahrain

through the expressed intention of the non-user segment of the respondents.

1.8 STRUCTURE OF THE THESIS

Figure 1.1 summarises the structure of this thesis. It consists of eight
chapters. Chapter 1 (the current chapter) introduces the topic of online
banking in general in addition to outlining the main purpose of this research,

its scope and the significance of carrying out this study. It also highlights the
research questions to be broached by this study.

Chapter Two discusses online banking as a technology with emphasis on its
benefits for both the service provider and the end user. Literature review is
presented with emphasis on studies involving technology adoption in general

and online banking in particular. This chapter paves the way for the
development of the research model applied and presented in Chapter Four. A
discussion of online banking consumer behaviour 1s presented drawing
attention to the differences between it and consumer behaviour in general.
The different technology adoption theories are also presented and both the
Technology Adoption Model (TAM) and the Theory of Planned Behaviour
(TPB) which are the basis for the research model adopted in this study are

investigated. Relevant studies applying the different adoption theories from
the literature are presented. The chapter concludes with a summary of studies

and theories presented.
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Chapter Three presents a brief overview of Bahrain as the focus for this study.
It highlights the macro-environment for the research topic and discusses the
trends in population demographics that are relevant to online banking which
may facilitate or hinder the adoption of this banking channel. It also explores
the information technology revolution in the Bahraini banking sector and the

current online banking situation with particular emphasis on issues that are

considered detrimental to the online banking usage in Bahrain.

Chapter Four presents the research model applied in the study together with
relevant theories from which it was derived. It restates the research questions

and derives the hypotheses to be tested. The research model will be specified

and the relationships between the selected variables are hypothesised. The

chapter concludes with a summary of how the proposed hypotheses relate to

and help answer the research questions.

Chapter Five outlines the research methods used in this study, as well as the
tools and instruments employed. It covers both secondary and primary
research data collection techniques. The chapter presents the population and
sample size of the research along with sources of data used. The chapter also

discusses how the questionnaire was developed and the methods of data

analysis used. The chapter concludes with a summary of the research process

undergone.

Chapter Six tackles the empirical side of the research, analysing the collected
data using relevant statistical tools. As this chapter is the first part of the data
analysis, the results are explained in terms of analysis of demographic
characteristics of respondents which include both users and nonusers of online
banking. In addition, ANOVA test results, independent t-test results as well
as the findings of the correlation tests are presented and discussed. These

tests will help identify the variables that need further investigation in the next

chapter.
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Chapter Seven continues with the data analysis and presents data modelling
where binary logistic regression is carried out to determine the probability of
current non-users of online banking services becoming users in the future. It
includes the results of the hypotheses testing and the implications of these
relationships between selected variables. The chapter concludes with a
summary of the feedback received from the respondents of the questionnaire

to the open-ended questions asked.

Chapter Eight, presents the concluding remarks about the findings of this
study. It also summarises the results in terms of how appropriately they

answered the research questions proposed at the beginning of the research and
the results of the hypotheses testing. In addition, a comparison of the findings
is made with the earlier literature on technology adoption of online services.
Contributions of this thesis to knowledge in terms of theory and managerial
implications are discussed in addition to some of the limitations of the study.

It also presents some potential avenues for future studies in this field.
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CHAPTER 2

LITERATURE REVIEW

2.1 INTRODUCTION

In this chapter an outline of the online banking technology and its impact on

the financial sector will be discussed in detail.

The chapter will start with an explanation of online banking followed by a
discussion of the requirements of a sound online banking system. Then the
impact of online banking on the financial sector follows in terms of benefits
to both the banking sector and the end users. As the research model which
will be described in detail in Chapter 4 is theoretically based on the literature
of technology adoption, a thorough look at the technology adoption literature
follows which is used to explain the online consumer behaviour through the
study of attitudes and beliefs. Past research carried out in the field of online
banking will also be explored and drawn upon to guide the development of
the proposed theoretical research framework and explain the relevant
constructs used in the model. The literature analysis will be covered from
fbur different perspectives; online consumer behaviour, diffusion of
innovation, technology adoption and online banking adoption. In addition,
any discussion of the implementation of a new technology necessitates the
analysis of the issues of culture, trust, risk and uncertainty. Finally, an overall

evaluation of the technology adoption research in general will be presented.
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2.2  WHAT IS ONLINE BANKING?

Online banking is the most general type of electronic banking in our times. It

is also called Internet banking.

One of the most significant advances in technology at present is to recruit a
combination of the Internet and the World Wide Web to obtain information
and do business with a simple click of a mouse. In the financial industry, the
Internet has become an effective tool in the rapid changes that are taking
place in conducting financial transactions. Daniel (1999) and Jayawardhena
and Foley (2000) all agree that online banking is the newest delivery channel
in many developed countries and there is a wide agreement that the new

channel will have a significant impact on the banking industry.

The initial picture that may come to the mind of many people when
mentioning this new banking service is that online banking means 24-hour
access to cash through an automated teller machine (ATM) or the ability to
deposit cheques directly into checking or saving accounts without the need for
the physical presence of the person inside the premises of the bank branch.
But, online banking 1s much bigger than this simple picture and involves more

than ATMs as delivery mediums.

The introduction of the Internet and the popularity of personal computers
(PCs) present both an opportunity and a challenge for the financial industry.
Today most large banking institutions offer some form of online banking
usually known as PC banking, home banking, electronic banking or Internet
banking.

Daniel (1999) summarised the delivery platforms available for online banking
in the following table excluding ATMs as they do not involve usage of the

Internet and World Wide Web communication in conducting the transaction.
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Table 2.1: Delivery Platforms for Electronic Banking.
Source: Daniel 1999, p. 76.

Type of Service

PC banking (private dial | Proprietary software, distributed by the bank, is
installed by the customer on their PC. Access to
bank via a modem linked directly to the bank

Internet Banking Access their bank via the Internet

Managed Network The bank makes use of an online services
orovided by another pe

TV Based The use of satellite or cable to deliver account
information to the TV screens of customers (also
Internet-based

Telephone Banking Customers access their banks via telephone (own
versonal ID and password required)

Mobile Phone Banking | Access with text messages (SMS), Internet

(SMS, WAP, 3rd connection (WAP), or high speed 3rd generation
Generation mobile connection (also Internet based)

g

Simply put, online banking can mean the provision of information or services
by a bank to its customers, via a computer, television, telephone, or mobile
phone (Daniel, 1999). It allows customers to access their banks and accounts

to carry out various types of banking transactions.

There has been some discussion in the online banking literature about the

disappearance of the brick and mortar banks particularly as the future of
online banking is becoming more promising and Internet banking is more
popular. However, according to Wah (1999), traditional banks will not
disappear in the future. Instead the new technology will help the traditional
brick and mortar branches to excel in providing their customers with a new
generation of banking services. Wah (1999) argues that even traditional
banks will benefit from this new technology and they will be able to care for
their customers in more efficient and productive ways. This would mean that

banks would be forced to be innovative and always on the run to offer a
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differentiated, unique service to their customers to guarantee business survival

and prosperity.

The main area where the information technology revolution in banking 1is
concentrated is the changes in the distribution channels of the banks. By

introducing these changes, the goal is to provide an inexpensive and direct
way of distribution channels to gradually ease the routine tasks carried out by

bank branches, such as cash withdrawals and deposits.

93 THE BENEFITS OF ONLINE BANKING

Online banking offers both the provider (the bank) and the customer with a

variety of benefits and advantages.

2.3.1. Benefits for the Bank

With Internet banking, it is expected that the number of service branches
would be reduced in the future (Vijayan and Shanmugam, 2003). Thus, banks
would be able to minimise their overhead expenses. Literature studied online
banking from the perspective of the providing bank and it concluded that

banks are expected to make substantial savings from introducing these
services to their customers as well as enabling them to be in a competitive

position (e.g., Peterson et al., 1997; Daniel, 1999; Furash 1999; Mols, 1999).
It is claimed that the Internet’s single most significant effect/benefit is to cut
the cost of interaction: “the searching, coordinating, and monitoring that

people and companies must do when they exchange goods, services, or ideas”
(Nevens, 1999, p. 145).

Some of the main benefits that the provider can enjoy are:

a) Cost Saving: According to Robinson (2000) the cost of an electronic

transaction is dramatically less when it is performed online compared to a
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transaction at a branch. Kurtas (2000) stated that the average cost of a
direct banking transaction via the web is $0.01. In comparison, an ATM
transaction costs $0.27, phone transaction $0.45, a physical branch
transaction $1.07, and a cheque transaction $0.95. However, it could be
argued that the major savings will be for the banking services provider
more than for the customer. Online banking can deliver a lot of benefits
to the financial institutions that support it (KPMG, 1998; Mols, 1999;
Howcroft and Dufkin, 2000). Also, it could be possible that in the long
run these savings the bank hopes for do not match up to the initial

investment poured into the expensive task of installing the system.

b) Also, Robinson (2000) and Yiu, ef al. (2007) stated that online banking
strengthens the relationship between the bank and the customer because it
brings banking services directly to a customer’s home or office which in
turns creates customer loyalty through relationship management.
Customer loyalty is an important and vital goal to be achieved
considering the nature of the competition in the market to attract
customers (Mols, 2000). Banks must be in a position to offer customers
personalised and customised interactions that would totally engage them,

capture their attention, and build an online relationship.

Due to the fierce competition in the banking industry, the online banking

services are becoming a necessity for banks to enable them to compete with
the growing number of services offered by other retail banks (Jourdan and
Katz, 1999; Furst ef al., 2000). Those retail banks can be either local or
foreign drawn in by the possibility of a thriving market as the latter type of
retail banks would have the experience of online banking in their home
countries (Karjaluoto, 2002). This is particularly true in Bahrain as the case
with Bank of Bahrain and Kuwait (BBK), which is gaining a competitive
edge over other retaill banks on the island, as expressed by BBK officials

during the exploratory research interviews. The advantageous position gained
by the Bank of Bahrain and Kuwait, according to bank officials and
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documented by the increasing number of new customers mostly those
transferring their funds to the bank from other local banks, has occurred
within a short span of time due to the enhancement of the bank’s reputation
and better customer service and satisfaction. Subsequently this has placed
Bank of Bahrain and Kuwait on a higher level of banking excellence when
compared to other retail banks in Bahrain, both local and foreign.

c) Sheshunoff (2000) identified the creation of barriers to customers’ move
from the bank as an important driving force behind the implementation of
full service Internet banking by banks. It is argued that once a customer

moves to full-service online banking, the probability of that customer

moving to another financial institution is significantly decreased (Pyun et

al., 2002). This could be true in Bahrain specifically as switching from
one bank to another will require much time and effort on the part of the
individual customer. On the other hand, this may not be accurate in some
Western countries as banking regulations differ. For example, in England
banks participate in facilitating the switching of their customers to other
financial institutions because legally they have to. In addition, a great
percentage of the Bahrainis are employed by the public sector, namely the
government ministries and organisations (Bahrain Central Population
Census, 2001). Salaries are paid through the banks and this in itself

makes it a complicated process for the employee to change banks.

Another point is that Bahrain as other Arabian Gulf countries adopts the
systems of “salary-based lending” which dictates that an employee’s
salary should be deposited at the bank that has granted that employee a

loan.

2.3.2  Benefits for the Customer

Online banking is expected to increase consumer convenience, since
consumers do not have to travel far to perform basic banking transactions like

applying for loans, transferring funds, paying bills and customers do not have
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to worry about getting caught in queues (Norris et al., 2000). Claessens et al.
(2000) argued that electronic banking offers great benefits to consumers
worldwide. Literature on the adoption of online banking has emphasised the
importance of the usefulness of such banking services to the customers and
how they view this as a decisive factor in adopting online banking services

(e.g., Davis, 1989; Davis et al., 1989; Teo et al., 1999).

Literature emphasises that the benefits online banking creates are not limited
only to the service provider but customers can also enjoy a number of benefits
by using these services to conduct their banking transactions (Joseph, 1999;
Mattila, 2001; Karjaluoto, 2002; Hiltunen ez al., 2004). These can be

summarised as follows:

a) Convenience. Unlike the brick and mortar banks, online banking web
sites are always open as long as there is a connection. They are available

24 hours a day, and they are only a mouse click away.

b) Ubiquity: Whenever and wherever money problems or questions arise,
the customer can log on instantly and access his/her online bank and deal
with the problem on hand. Therefore, online banking services save time

and money while providing convenience and accessibility.

¢c) Transaction Speed and Privacy: Online bank sites generally execute and
confirm transactions at or quicker than human-teller processing speed and

customers can enjoy more privacy while interacting with their bank.

d) Up-to-date Information: Customers can be kept updated on all new
services offered by the bank in addition to special events, promotions,
reports and any relevant information that may be of interest to them or

their accounts and investments.




From the consumers’ perspective, Internet banking provides a very
convenient and effective approach to manage one’s finances as it is easily
accessible 24 hours a day, and seven days a week. Besides, the information is
current and continuously updated. For corporate customers, sophisticated
cash management packages offered through Internet banking provide them
with up to the minute information, allowing for timely funds management

decisions (Kalakota and Whinston, 1996).

However, what banks really aim for is the adoption by the general population

and not by a particular segment of it. There is a need to successfully diffuse
this innovation across the society. Therefore, some hurdles have to be

eliminated first.

A major obstacle that has to be overcome by banks to successfully implement

an electronic banking distribution channel is to make consumers aware of this

new Service.

2.4 ONLINE CONSUMER BEHAVIOUR PERSPECTIVE

The integration of the Internet technology together with the customer-supplier
interaction necessitates a detailed investigation of the existing theories that
deal with consumer behaviour. Particular attention should be paid on
understanding the factors that can help explain the consumers’ interaction

with the technology, their purchase behaviour in electronic channels and their

preference to interact with an electronic supplier on a repeated basis (Saced et
al., 2003).

In addition, according to Boyes and Stone (2003), the attraction of online
banking is mainly focused on convenience. However, despite this advantage,
consumers seem to perceive risk in adopting online banking. Online banking

could be defined as a dynamically continuous innovation whereby there is

some disruption from usual methods of behaviour but established behaviour
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patterns do not actually change (Schiffman, et al., 2003). On the other hand,
Bradley and Stewart (2003) argue that online banking is a discontinuous
innovation as it requires dramatically different banking practices. Either way,

online banking is definitely an innovation and therefore there will always be

some levels of risk in the customers’ minds.

2.4.1 Online Banking Consumer Behaviour

The adoption process of new technologies has been well studied from a
marketing point of view (e.g., Raju, 1980; Shimp and Beardon, 1982; Price
and Ridgway, 1983; Childers, 1986; Busch, 1995; Rogers, 1995; Dabholkar,
1996). It was concluded from those studies that demographics represented by

education, income, age and gender as well as a number of attitudinal variables

are associated with the adoption of new technologies. Nevertheless, the

adoption process still remains an open question.

In Bahrain, the traditional branch-based retail banking remains the most
widespread method for conducting banking transactions. Several commercial
banks in Bahrain have tried to introduce Internet-based electronic banking
systems to improve their operations and to reduce costs. Despite all the
banks’ efforts which concentrate on developing better and easier Internet
banking services, these systems remain largely unnoticed by customers and
underused in spite of their availability as the case in many other countries
(Wang et al, 2003). There is a need to understand users’ acceptance of
online banking and a need to identify the factors that can affect their
intentions to use it. This issue is important because such knowledge will help
the banking sector to build sound online banking systems that consumers
want to use as well as formulate marketing strategies to promote new forms of

online banking systems in the future.

The adoption and use of any technology-enabled services start by the

willingness of the consumer to engage in this encounter (Walker and Johnson,
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2006). This may be influenced by past experience (Fishbein and Ajzen, 1975;
Dickerson and Gentry, 1983; Au and Enderwick, 1999), by the perceived
benefits customers expect to gain from these services and the method of
service delivery (Au and Enderwick, 1999; Karahanna et al., 1999; Polatoglu
and Ekin, 2001) and by the attitudes customers have toward technology in
general (Ajzen and F ishbein, 1980; Dobholkar, 1996; Curran et al., 2003;
Meuter ef al., 2003; Walker and Johnson, 2006).

A number of empirical studies have investigated Internet adoption in the retail

financial sector and the driving forces behind the adoption (Hewer and
Howcroft, 1999; Ba 2001; Ramaswami ef al., 2001; Bradley and Stewart,
2002; Lassar et al., 2005; McKechnie et al., 2006). Empirical research also

 examined factors impacting on the online information search in the financial
sector (Waite and Harrrison, 2002), media perceptions for a specific online
banking web site across various task environments (Lassar and Dandapani,
2003), compared attitude and behaviour of various user and non-user
segments of online banking (Sarel and Marmorstein, 2003) and other studies
identified specific factors intluencing the choice of a particular banking

~channel (Black et al., 2002). Those studies were important in terms of setting

up the framework for the research of online banking in Bahrain.

In contrast to traditional banking consumer behaviour, online banking

transactions have some unique dimensions such as (a) the extensive use of
technology for transactions, (b) the distant and impersonal nature of the
_. dnline environment and (c) the implicit uncertainty of using an open
- technological infrastructure for transactions (Paviou, 2003; Vijayan et al,
| ~ 2005). More specifically, consumers must first actively engage in extensive
technology use through interacting with the bank’s website. Second, the
spatial and temporal separation among consumers and banks increases fears

of performing banking transaction with product and identity uncertainty
(Pavlou 2003). Third, there is a concern about the reliability of the
underlying Internet delivery channel and related infrastructure that banks

' Pége 20



employ to interface with consumers. In general, these distinct differences
threaten the consumers’ perceptions of control over their online transactions
and increase their apprehension about adopting online banking. These
perceptions result in greater disparity between intentions and usage (Lee,
1998; Ba and Pavlou, 2002; Pavlou, 2003; Vijayan et al., 2005). In addition,
personal consumer information can be easily collected, manipulated and used
by multiple parties not linked to a dyadic transaction (Gefen, 2002; Paviou
and Chai, 2002). Moreover, there is always an element of ambiguity about
the soundness of the Internet connection system utilised and the degree of

security inherited in the system which is used by the service provider
(Salisbury et al., 2001; Pavlou and Chai, 2002).

2.4.1.1 Attitude

Fishbein and Ajzen (1975) argue that the attitude people develop toward a
certain behaviour 1s made up of beliefs about engaging in the behaviour and
the associated evaluation of the belief. They defined attitude as an
individual’s positive and negative feelings about performing the target
behaviour. In other words, attitude toward behaviour refers to the degree to
which a person has a favourable or unfavourable evaluation or appraisal of the

behaviour in question (Ajzen, 1991). Therefore, it could be concluded that
attitudes will steer consumers away from products and services that are

unlikely to fulfill their needs. In value-expressive situation, the consumer’s
attitudes allow strongly held personal values to be reflected in his/her

behaviour (Karjaluoto, 2002). Accordingly, attitudes can express a self

concept and a value system.

In addition, Ajzen (1987) identifies two different kinds of attitudes: attitude
towards objects (e.g. ‘the online banking system is great’) and attitudes

towards behaviours (e.g. ‘my using the online banking system is great’).

Theretore, an individual’s attitude toward a system would be considered an

Page 21



attitude toward an object, while an attitude concerning system usage would be

considered an attitude toward a behaviour (Hartwick and Barki 1994).

Consumer’s attitude towards online transacting is an influential factor
affecting actual transacting behaviour (Shergill and Chen, 2005). Earlier in
1997, Jarvenpaa and Todd proposed a model that explained attitudes and
online shopping behavioural intention. Their model was categorised into four
major categories: the value of the product, the shopping experience, the
quality of the services provided by the website and finally the risk perceptions

of Internet retail shopping. In another research conducted by Vellido et al.,
(2000), they produced several basic factors that affected users’ perceptions of

online shopping of which risk beliefs of use were the major discriminating
factor between users and non-users of online shopping. Other factors
included control over the transaction, convenience of process, affordability,

customer service and ease of use of the shopping site.

2.4.1.2 Demographics

Agarwal and Prasad (1999, p. 362) defined the term individual differences as

user factors that include traits such as personality and demographic variables

as well as situational variables that account for differences attributable to

circumstances such as experience and training.

Information technology can be found as the base for many technological
innovations and individuals with different backgrounds, personalities and past
experiences are being introduced to these technologies. To ensure a
successful adoption of these technologies, an understanding of those
individual differences would help marketers target their strategies at the right
segment of the population when promoting their products and services.
Rogers (1995) argued that an alternative would be to influence the beliefs

directly through strategic actions such as broad-based information

dissemination which would make new technologies more readily accepted by
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all individuals regardless of their differences assuming that the belief
development process has been managed properly. Agarwal and Prasad,
(1999, p. 363) argued that user capabilities are usually a result of
demographics of the users such as age, educational background, income, or as

a personality trait such as risk aversion, self efficacy or situational such as

experience with computers and training.

Other previous research on the introduction of technological innovation has
also found that individual differences are important external variables and

they play a crucial role in the implementation of any technological innovation
in a wide variety of disciplines such as information systems, production, and
marketing (Majchrzak and Cotton, 1988; Harrison and Rainer, 1992).

Therefore, empirical research traced significant relationships between
individual differences and information technology acceptance using
technology adoption models such as Technology Acceptance Model (TAM)
(Igbaria et al., 1995; Jackson et al, 1997, Agarwal and Prasad, 1999;
Venkatesh, 2000; Venkatesh and Morris, 2000; Hong et al., 2001). However,
the mixed empirical research studies obtained in earlier work suggested that
the process through which individual differences influence information
technology acceptance 1s not well understood (Gefen and Straub, 1997: Palvia
and Palvia, 1999; Kwon and Chidambaram, 2000).

2.4.1.3 Perceived Risk

Security of online banking transaction refers to the reliability of online
banking and an overall belief on the part of the user that banking transactions
can be completed confidentially and safely (M#enpid, 2006). According to
Polatoglu and Ekin (2001), security consists of three dimensions — reliability,
safety, and privacy. Consumers’ concerns about security, which arise from
the use of an open public network, have been emphasised as being the most
important factor inhibiting the adoption and use of online banking (Daniel,
1999, Sathye, 1999; Cox and Dale, 2001; Howcroft et al., 2002). In addition,
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security issues have been identified as significant determinants of online

banking quality in several empirical studies (e.g. Jun and Cai, 2001; Liao and

Cheung, 2002).

The consumers’ perceived risks associated with the security of transactions

conducted online have a major effect on their decision making to engage in

such a process (Shergill and Chen, 2005). Mayer, et al. (1995, p. 726)
identified risk perception as the “trustor’s belief about likelihoods of gain and

losses outside of consideration that involve the relationships with the

particular trustee”. However, there are still contradictory findings about the

role of risk perception in affecting the adoption of online shopping. While

Jarvenpaa and Todd (1997) found that it played a minor role in the adoption
of online shopping, Culnan (1999) identified the same construct of risk

perception as a major obstacle to the future growth of electronic commerce.

The construct of risk aversion i1s of particular importance to the online
banking environment and customers, as banking in general is a very
information sensitive industry. It has been formally defined as a combination
of uncertainty plus seriousness of outcome involved (Bauer, 1967, p. 196).
When considering online banking the utility gains of potential increased

efficiency, cost savings and fiscal control become overshadowed with
perceived risk and uncertainty of the Internet as an unsecured

communications medium (Featherman and Pavlou, 2002, p. 1035).

In addition, the element of risk is closely interwoven with trust (McAllister,
1995; Shergill and Chen, 2005). It 1s assumed that trust has the ability to
minimise the perception of risk associated with opportunistic behaviour by the
service provider (Ganesan, 1994). As a new medium channel for banking,
online services involve more uncertainty and risk than traditional banking as
consumers cannot physically check that the requested banking services have

actually taken place or can monitor the safety and security of sending
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sensitive personal and financial information through the Internet (Mukherjee

and Nath, 2003).

There are valuable empirical researches which have attempted to identify
various types of perceived risk in the context of consumers’ purchase
behaviour. There is a considerable concern about security as a common

factor related to unwillingness to use Internet channels for commerce (e.g.
Greaves et al., 1999; Jones et al., 2000; Black et al., 2001; Madu and Madu,
2002). However, as our topic of research is online banking, our discussion
here will be limited to perceived risk in the context of online transactions.

Findings from numerous research papers on the context of online transactions

suggest that consumer’s confidence or trust will be improved by increasing
the transparency of the transaction process, keeping to a minimum the
personal data required from the consumer and making clear the legal status of
any information provided (Hoffman et al. 1999, Jarvenpaa et al. 1999,
Swaminathan et al. 1999). According to Swaminathan et al. (1999), they
assert that consumers evaluate online vendors before they do online
transactions and therefore vendors’ characteristics play an important role in
facilitating the transaction. This would be applicable in the case of online
banking as the reputation of the bank with which the consumer deals plays a
significant role in determining online banking adoption by the consumer
(Mols, 1999; Aladwani, 2001).

In a study conducted by IDC in 2005, it was found that 80% of the incidents
of global usage of fraudulent e-mails and copies of legitimate websites to
extract financial data from computer users for criminal purposes in the first
quarter of 2005 were targeted toward the financial services sector. Another
survey by Chung and Paynter (2002a) identified consumer fears regarding
transaction security as an inhibitor to the adoption of online banking.

Security has also been named as a major consumer concern in other online
banking studies (e.g. Black et al., 2002; Siu and Mou, 2005).
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Therefore, for the purpose of this study the perceived risk in the context of
online banking transactions will be defined as a possible transaction risk that

consumers may encounter when using the Internet as a medium for banking

transactions.

2.4.1.4 Culture

In international marketing, culture is considered one of the most influential
factors that affect consumers’ motives, attitudes toward choices, intentions
and purchases on a global basis (Jarvenpaa and Tractinsky, 1999). Samiee

(2001, p. 297) supported this argument and asserted that “the single most

important factor that influences international marketing on the Internet is

culture”.

Studies have shown that different cultures react differently to new products
and technological innovations (Gatignon et al., 1989; Takada and Jain, 1991;
Mahajan and Muller, 1994; Tellefsen and Takada, 1999; Maitland and Bauer,
2001; Kumar and Krishanan, 2002; La Ferle ef al., 2002; Tellis et al., 2003;
Van Everdingen and Waarts, 2003, Yeniyurt and Townsend, 2003; Dwyer et
al., 2005). Therefore, 1t 1s expected that a new product or technological
innovation will be readily accepted in some countries while in others it may

take substantially longer time.

Culture is defined as: “the collective programming of the mind which
distinguishes the members of one human group from another (Hofstede, 1991,
p.5).” In his book titled Culture’s Consequences, Hofstede (1980) suggested
four dimensions of culture. These four dimensions are based upon a study of
72,215 employees working in 66 national subsidiaries of IBM Corporation
between 1967 and 1973. The dimensions are power distance, individualism-
collectivism, uncertainty avoidance, and masculinity-femininity. Baligh

(1994) looked at culture in terms of its parts and components. Functional

segments, such as the economic system, the family, education, religion,
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government and social control, language and communication and
transformation of technology are commonly listed parts withinl a culture (Hall
and Hall, 1987; Ferraro, 1990; Hall and Hall, 1990; Chanlat and Bedrad,
1991; Culpan, 1991). The individual consumer would look at these social
economic and institutional structures that are related to the macro-

environmental influences to determine the overall context in which he/she
makes a purchasing decision with beliefs, values, logic and decision rules as
basic components of a culture (Gong er al, 2007). In other words, a

consumer will observe what is expected from her/her within the environment

in which he/she lives and will act accordingly. A social group acquires its

values, meanings, ideas and beliefs through various cultural aspects such as

products, information and communication technologies (Hasan and Ditsa,

1999).

Researchers in business, psychology and sociology have extensively used
Hofstede’s framework.  Several studies have confirmed Hofstede’s
framework (e.g. Shackleton and Abbas, 1990; Hoppe, 1992; Barkema and
Vermeulen, 1997). However, there are others who contend that Hofstede’s
conclusions may not be valid in the long term (Triandis, 1982; Levitt, 1983;
Nordstrom, 1991; Igbaria, et al., 1995; Kamel and Davison, 1998; Myers and
Tan, 2002). Major concerns stem from the view that cultural and societal
values are converging over time and thus, Hofstede’s cultural dimensions are
no longer valid in adequately explaining cultural differences. Some argue that
the Internet and accompanying advances in communication technologies have

accelerated the homogenising effect and hastened the cultural convergence
(CPSR, 1997; Lee, 1998; Deen, 1999).

In spite of these criticisms, Hofstede’s framework remains useful in theory
development and validation in cross-cultural studies. Also, its impact in the

fields of international business, marketing and management is well

documented (Chandy and Williams, 1994; Sondergaard, 1994; Sivakumar and
Nakata, 2001). In light of this evidence in support of Hofstede’s framework,
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it is useful to employ the proposed cultural dimensions in studying the

relationship between a national culture of a country and the Internet diffusion

rate (Nath and Murthy, 2004).

(i)  Individualism versus Collectivism: This dimension relates to the way
people live together. Hofstede (1991, p.51) described individualism as it
“sertains to societies in which the ties between individuals are loose:
everyone is expected to look after himself or herself and his or her immediate
family”. On the other hand, he also identified collectivism as that which
“nertains to societies in which people from birth onwards are integrated into

strong, cohesive groups, which throughout people’s lifetime continue to

protect them in exchange for unquestioning loyalty”. Obligations and group
harmony come before individual aspirations or goals in collectivist cultures
(De Mooij, 1998). Cultures with high individualism value personal time and
achievement (Marcus and Gould, 2000). Subsequently, such societies are
expected to be more innovative and open to new ideas (La Ferle et al., 2002;

Yeniyurt and Townsend, 2003).

Walker and Johnson (2006) anticipated that use of technology-enabled
services would be influenced by the extent to which personal contact is

perceived needed or preferred. There is a group of people who find
technology-enabled services preferable because it eliminates the need for

personal contact and interaction with services personnel and other customers
(Davis et al., 1992; Sathye, 1999; Poltoglu and Ekin, 2001; Dabholkar and
Bagozzi, 2002; Curran et al., 2003). On the other hand, there is another group
of people who prefer to deal or interact with people rather than machines,
which are often thought to be impersonal and unable to provide personalised
services (Cowles and Crosby, 1990; Prendergast and Marr, 1994; Dabholkar,
1996; Dabholkar and Bagozzi, 2002, Walker et al., 2002). For the latter
group of people, it can be concluded that service encounters provide them

with an opportunity for social interaction. This seems to be in agreement with
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the characteristics of people descending from collective societies where

interaction with others is important.

(i) Power distance: Hofstede also emphasised the concept of power

distance which is the degree of inequality in power between a less powerful
individual and a more powerful other, in which both belong to the same

loosely or tightly knit social system (Hofstede, 2001, p. 83). In high power
distance cultures such as Asia, and the Middle East, they are characterised by

wide inequalities in power systems, centralised and hierarchical structures and

dependence on higher ranked people for guidance (Burgmann, et al., 2006).
In an online banking context, this can be seen as due to feelings of inequality

in power, people may use technology to establish a feeling of supremacy

among others.

(iii) Status: This reflects the perceived social significance of practising
online banking as a means to express and enhance one’s self-concept. This
argument can be traced back as far as Grubb and Grathwohl’s (1967) review
on self-theory and symbolism. As a dimension of social desirability, status
measures the impact of online banking use on self-image (Gerrard and
Cunningham, 2003). This dimension applies to impression management, i.e.
by consuming certain products or services consumers strive to influence their
image in the eyes of other consumers (Holbrook, 1999). The intention here is
to probe whether consumers perceive the use of online banking affecting
positively on their social status and self-concept. Consumers often use
products and services for impression management (products as responses),

and products may also be used for self-definition (products as stimuli)
(Solomon, 1983).

In achievement cultures status i1s derived from one’s own achievement
(Burgmann et al., 2006). However, in ascription orientated cultures, status is

derived from one’s job title, age, sex, and kinship, which i1s similar to
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Hofstede’s power distance dimension (Hampden-Turner and Trompenaars,

1993; Trompenaars and Hampden-Tumer, 1997).
2.4.1.5 Self Efficacy

Self efficacy theory has been applied to a very diverse range of human
behaviours (e.g., Lee, 1982; Levinson, 1982; Rollnick and Heather, 1982;
Barling and Beattie, 1983), demonstrating that a sense of self-efficacy can

make a difference to how people think, feel and act (Schwarzer and Fuchs,

1995).

Self efficacy refers to the extent to which prospective users of technology
believe they are capable or equipped to engage with and use technology-
enabled services successfully (Davis et al, 1989; Adam et al, 1992:
Dabholkar, 1996; Mick and Fournier, 1998; Kolesar and Galbraith, 2000;
Dobholkar and Bagozzi, 2002; Karjaluoto et al., 2002b; Walker et al., 2002).
Willingness to use and preparedness to engage with technology-enabled
services imply not only the ability (Hill es al, 1987; Zineldin, 2000:
Karjaluoto et al., 2002b) but also a sense of self confidence to do so (Hill et
al. 1987, Hoftman and Novak, 1996; Karjaluoto et al., 2002b). In relation to

online banking usage, self efficacy can act as a strong motivator to use such

services.

A number of studies have examined the relationship between the construct of
self efficacy with regard to computer use (Hill et al., 1986; Hill et al., 1987:
Gist et al., 1989; Burkhardt and Brass, 1990; Webster and Martocchio, 1992:
1993; Chan and Lu, 2004). It was concluded that a relationship does exist
between self efficacy and the adoption of high technology products (Hill et
al., 1986), registration in computer courses at universities (Hill et al., 1987),
technology innovation adoption (Burkhardt and Brass, 1990), performance in

software training (Gist ef al., 1989; Webster and Martocchio, 1992; 1993) and

Internet banking services adoption indirectly through perceived usefulness
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(Chan and Lu, 2004). Lohse et al., (2000) attempted to explore the predictors
of online transacting behaviour. They concluded that the typical online
consumers are characterised by their wired lifestyle and that they are time
starved. The empirical studies conducted focused on several aspects of
factors that were considered to affect online consumer behaviour and the

consumer’s self confidence to conduct such a transaction.
2.5 DIFFUSION OF INNOVATION PERSPECTIVE

The diffusion of innovation literature contributed greatly to introduce a better
understanding of the diffusion of new products and services. Rogers (1995, p.

5) defines diffusion as “the process by which an innovation is communicated
through certain channels over time among the members of a social system”.
It is also considered to pass sequentially through knowledge, persuasion,
decision, implementation and confirmation of the innovation (Chaudhuri,
1994). Rogers reviewed the existing studies on diffusion of innovations from
educational, medical and marketing domains and found considerable
similarities among these ditferent disciplines. Accordingly, Rogers suggested
in his book Diffusion of Innovations in 1962 that there are specific elements
that act as determinants of the diffusion of an innovation. These
characteristics are: relative advantage, compatability, simplicity or
complexity, traiability or divisibility and observability or communicability
(Rogers, 1995, p. 207). The field of marketing emphasises the importance of
these elements which serve to act as predictors of future rates of adoption of
an innovation. The success of innovations depends on the extent to which
these traits are present as well as other conditions such as the compatibility of
the innovation to the existing values and beliefs held in the social system, the

nature of the social system, the effectiveness of communication channels and
the efforts of the change agents (Chaudhuri, 1994).

Researchers found later that there was a need to add the element of perceived

risk to those perceptual beliefs which were first suggested by Bauer, (1960)
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(e.g. Ostlund, 1974; Holak, 1988; Holak and Lehmann, 1990). The diffusion
of innovation literature helps draw attention to two important elements of how
people adopt new innovations; (1) the perception of the innovation and its
influence on the innovation adoption decision process; and (2) the particular
characteristics of the consumers who are potential adopters of these

innovations (Conner, 2002). The following diagram summarises the

Diffusion of Innovation Model as presented by Rogers (1995).
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Figure 2.1: Diffusion of Innovation Model
Source: Rogers (1995)

In addition, Rogers (2003, p. 22) identified consumer adopter categories as
“the classifications of members of a social system on the basis of
innovativeness”. This classification includes innovators, early adopters, early
majority, late majority, and laggards. In each adopter category, individuals
are similar in terms of their innovativeness which is “the degree to which an
individual or other unit of adoption is relatively earlier in adopting new ideas

than other members of a system” (Rogers, 2003, p. 22). Braak (2001, p. 144)

described innovativeness as “a relatively-stable, socially-constructed,
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innovation-dependent characteristic that indicates an individual’s willingness

to change his or her familiar practices”. Figure 2.2 shows the distribution of

adopters according to Rogers.

Innovators

Early Late
Adopters Majority
250  135% 3% 16%
X-2sd X-sd X X+sd X+2sd

Figure 2.2: Adopter Categorisation on the Basis of Innovativeness
(Source: Rogers, 1995)

Everett Rogers, the father of Innovation Diffusion Model, periodically
summarises the literature (1962; 1971; 1983; 1995). In the 1983 edition, he
acknowledged criticisms of the theory, noting that the absence of critical
viewpoints in the early development of the theory may have been a weakness
in the long run (Stephenson, 2003). One of the main criticisms of the
Diffusion of Innovation Model is that it is not predictive because it does not
provide insight in how well a new idea or product will perform before it has
gone through its adoption curve. Another criticism put forward by critics of
this model is that it is an overly simplified representation of a complex reality.
Adopters often fall within different categories for different innovations: a

current laggard can be an early adopter the next time around (Rogers, 2003).

With respect to the current situation of online banking in Bahrain, this

Innovation is still in its early adoption stage. Bahraini bank customers would
be mostly classified to fall in the early adopter stage, according to Rogers’

classification. People have yet to acknowledge the innovation traits before a
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move to the second stage of early majority category can take place. It is the
role of the banks together with the government to enhance the perception of
this technology to the public by providing quality banking services with

sound security measures.

76 TECHNOLOGY ADOPTION PERSPECTIVE

Previous studies from related management disciplines such as organisational
behaviour, marketing and information systems have investigated the different

relationships among factors such as usage and behavioural intention (e.g.
Fishbein and Ajzen, 1975; Ajzen and Fishbein, 1980; Ginzberg, 1981;
Bagozzi, 1982; Swanson, 1982; Chaiken and Stangor, 1987; Jackson et al.,
1997; Pedersen, 2005). All models studied here and from which the research

framework is developed are all based on the behavioural intention, which has

emerged as a common anchor for examining individual technology
acceptance and adoption (Sheppard et al., 1988; Venkatesh and Morris, 2000;
Chau and Hu., 2001).

According to Pedersen (2005), the individual level of adoption of technology

has been studied applying various cognitive and social theories of decision
making, but three models stand out as the most widely applied: The
Technology Acceptance Model (TAM) which was originally proposed by
Davis (1989), the Theory of Reasoned Action (TRA) which was originally
proposed by Fishbein and Ajzen (1975) and the extension of TRA into the
Theory of Planned Behaviour (TPB) proposed by Ajzen (1985). The TPB has
been successfully applied to the understanding of individual acceptance and
usage of many different technologies (Mathieson, 1991; Taylor and Todd,
1995b; Harrison et al., 1997). A decomposed model of the Theory of Planned
Behaviour was later introduced to predict intentions. The decomposed model
of the Theory of Planned Behaviour decomposes attitude, subjective norms,

and perceived behavioural control into their underlying belief structure within

technology adoption contexts (Venkatesh et al., 2003). The following section
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will briefly describe the Theory of Reasoned Action from which the Theory
of Planned Behaviour is derived and which is one of the two models used for

the amalgamated model used in this research.

2.6.1 Theory of Reasoned Action

The development of the Theory of Reasoned Action (TRA) originated in the
field of social psychology. Theories that attempt to explain attitudes and their
influence on behaviour started to take shape since late 1800s. Early theories

suggested that "attitudes could explain human actions” (Ajzen and Fishbein,
1980, p. 13). The Theory of Reasoned Action was, “born largely out of

frustration with traditional attitude-behaviour research, much of which found
weak correlations between attitude measures and performance of volitional

behaviours” (Hale, et al., 2003, p. 259).

The Theory of Reasoned Action (Figure 2.3) is a well-developed and tested
behavioural prediction model that has been used successfully since the mid
1970s to predict consumer behaviour across a wide variety of domains (Davis
“etal., 1989). The TRA, developed in 1967, was revised and expanded during
the early 1970s by Ajzen and Fishbein (1980) who proposed that a person's
behaviour is determined by his/her intention to perform the behaviour and that
this intention is, in turn, a function of his/her attitude toward the behaviour

and his/her subjective norms (Ajzen and Fishbein, 1980, p. 62).

According to TRA, behavioural intention i1s a function of both attitudes
toward a certain behaviour and the subjective norms toward that behaviour,
which has been found to predict the actual behaviour (Miller, 2005).
Behavioural intention is conceptually defined as a person’s intention to
perform a behaviour, with the latter being described as the transmission of
intention into action (King and Gribbins, 2002) (Appendix 1). An
individual’s intention to adopt an innovation is influenced by a personal factor

and a social influence factor. The personal factor, attitude toward performing
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the behaviour, is an individual’s positive or negative belief about performing
a specific behaviour (Fishbein et al., 1980, p. 246). The social influence
factor, subjective norm (SN), i1s evaluated as a combination of perceived
expectations from relevant individuals or groups along with intentions to
comply with these expectations, 1.e., the person's perception that most people

who are important to him or her think he/she should or should not perform the

behaviour in question (Azjen and Fishbein, 1975).
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The individual s beliefs T'he person’s beliefs that the specific
that the behaviour leads to individuals or groups think he/she

certain outcomes and should or should not perform the
certain evaluation of these behaviour and his/her motivation to
outcomes comply with the specific referents

Attitude toward Subjective norms
the behaviour

Relative importance of
attitudinal and normative
considerations

Behaviour

Figure 2.3: The Theory of Reasoned Action (TRA)

Source: Ajzen and Fishbein (1980) Understanding Attitudes and Predicting
Social Behaviour, p. 185
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The greatest limitation of the theory stems from the assumption that
behaviour is under volitional control. Hall, et al. (2003) argue that the theory
mainly applies to behaviour that is consciously thought out before hand and
excludes any impulsive decisions, irrational actions or any spontaneous
behaviour that are not consciously considered. For example, Ajzen, et al.

(1982) found that people who are capable of varying their behaviour
depending on what situation they are in (high self monitors who do not

always act on their intention) are not explained by the TRA.

By the time the Theory of Reasoned Action began to take hold in social

science, Ajzen and other researchers realised that this theory was not

sufficient and had several limitations (Godin and Kok, 1996).

To overcome these problems, Ajzen proposed the Theory of Planned
Behaviour (TPB) (Ajzen, 1985). The new theory addresses the issue of
behaviours that occur without a person's volitional control. This of course
raises a fundamental theoretical problem in the ‘new’ TPB and that is quite
simply how can behaviour be ‘planned’ by an individual who has no control
over his/her ‘behaviour’? This is an issue which will be addressed in the data

analysis chapter (Chapter 7).

The Theory of Planned Behaviour is similar to the Theory of Reasoned
Action except for the addition of the Perceived Behavioural Control (PBC)
component. This addition was made to explain the times when people have
the intention of carrying out a behaviour, but the actual behaviour is thwarted
because they lack confidence or control over their behaviour” (Miller, 2005,
p. 127). The Perceived Behavioural Control component consists of control
beliefs and perceived power. These factors state that motivation, or intention,
1s influenced by the perceived degree of difficulty of the task on hand and
whether the person expects to successfully complete the behaviour. This is

akin to the economists’ view that people are always rational.
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2.6.2 Theory of Planned Behaviour

This theory was proposed as an extension to the Theory of Reasoned Action
to account for conditions where individuals do not have complete control over
their behaviour (Ajzen 1985, 1991; Mathieson, 1991). The Theory of Planned
Behaviour (TPB) (Figure 2.4) asserts that behaviour is a direct function of

behavioural intention. It also assumes that behavioural intention is a function
of attitude and subjective norms, and perceived behavioural control which is
added to the original model to account for situations where individuals lack
complete control over their behaviour (Ajzen, 1985, 1991; Ajzen and
Madden, 1986).

The TPB operates on the premise that the best way to predict behaviour is to
measure behavioural intention, which in turn is seen to be a function of three
independent variables, i.e. attitude, subjective norms and perceived
behavioural control (Ajzen, 1985, 1988). Briefly, attitude, i.e. an individual’s
positive or negative evaluation of behaviour, is seen to reflect beliefs about
the likely consequences of performing a behaviour, whilst subjective norm is
an individual’s perception of social pressure and thus reflects the beliefs about
the normative expectations of others (Ajzen and Fishbein, 1980; Ajzen,

2002). Perceived behavioural control, a more recent addition to the model

(Ajzen, 1985), is intended to accommodate for situations in which people may
lack complete volitional control and as such is seen as a reflection of the
perceived ease or difficulty involved in performing a behaviour. Whilst the
theory has generated much support in a wide variety of settings (e.g. Armitage
and Conner, 2001b), some concerns have been expressed regarding the
conceptualisation of the control variable. Specifically, it has been suggested
that a distinction should be made between the concepts of self-efficacy and
perceived control since it cannot be assumed that an individual’s perception
of the extent to which a behaviour may be impaired by external factors will
necessarily correspond with their judgements as to how easy that behaviour

would be to perform (Terry and O’Leary, 1995). A person may perceive
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there to be few environmental constraints operating, i.e. they may consider the
behaviour to be under their control, but at the same time they may perceive
that behaviour as difficult to carry out (Pomazal and Jaccard, 1976; Giles and
Cairns, 1995; Manstead and Van Eekelen, 1998; Armitage and Conner,
1999a, Armitage and Conner, 1999b, 2001b; Armitage et al., 1999). Whilst
there is no clear evidence as to which is the preferred measure of control
within the TPB (Armitage and Conner, 2001b; Ajzen, 2002), evidence is
accumulating to suggest that with the behavioural control variable playing the
role of self efficacy is not only an important addition to the theory, but it

frequently emerges as the most significant predictor of both intention and

behaviour (Armitage and Conner, 2001a).

Attitude
toward the
behaviour

Subjective _
o . e
————— ———————lly

Perceived

Behavioural
Control

Figure 2.4: The Theory of Planned Behaviour
Source: Ajzen (1991), p. 182
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According to Madden et al. (1992), for both dependent variables, behavioural
intentions and target behaviour, the Theory of Planned Behaviour explained
significantly more variation than the Theory of Reasoned Action. These
results indicate that increased accuracy in the prediction of intentions and

target behaviour could be achieved by assessing perceived behavioural

“control over the behaviour.

The Theory‘ of Planned Behaviour was later decomposed by Taylor and Todd
(1995b) into multi-dimensional constructs which provides several advantages
over uni-dimensional belief structures. In earlier research, Bagozzi (1983)
examined the appropriateness of multi-dimensional belief structures related to
attitude formation and found that when constructs were combined into a uni-

dimenSional construct, invalid results were obtained.
2.6.3 Technology Acceptance Model

One of the most utilised models in studying information systems acceptance
is the Technology Acceptance Model (TAM) (Davis et al., 1989; Mathieson,
- 1991; Davis and Venkatesh, 1996; Gefen and Straub, 2000; Al-Gahtani,
2001) in which system use (actual behaviour) is determined by perceived

usefulness (PU) and perceived ease of use (PEU) relating to the attitude

toward use that relates to intention and finally to behaviour (Pikkarainen et
al., 2004).

The Technology Acceptance Model (Davis, 1989; Davis et al., 1989) focuses
~on the attitudinal explanations of intention to use a specific technology or
service (Figure 2.5). It includes five concepts: perceived user friendliness or
case of use (PEU), perceived usefulness (PU), where both are affected by
external variables, attitudes towards use, behavioural intention to use and the

actual system use.
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Perceived

Usefulnes Attitude

Figure 2.5: Technology Acceptance Model
Source: Davis, Bagozzi and Warshaw, 1989, p. 985

As depicted in the above diagram, the degree to which online banking
technology is easy to use, as percetved by a bank customer, affects his/her

perception of how useful the technology would be as well as his/her attitude

towards using the technology. Attitude is also directly influenced by the bank

customer’s perceived usefulness ot the technology.

Davis et al. (1989) described the variables of the model as universal to
different types of computer systems and user populations. In addition,
Lederer et al. (2000) and Lin and Lu (2000) argue that this model can be
applied to explain individuals® attitudes to web-sites. Although the original
model was designed to predict user acceptance of computer technology within
the workplace, studies found it to be suitable as a theoretical basis for
understanding the use, behaviour and acceptance of many new Internet-based

technologies (Geten et al., 2003; Monsuwe et al., 2004; McKechnie et al.,
2006).

Perceived usetulness of online banking can be identified with the perceived
degree of convenience of this service as it allows ubiquitous access and time
savings for the consumer. A number of studies have found that convenience
is an important adoption factor (Ramsay and Smith, 1999; Thornton and
White, 2001; ACNielsen, 2005; Pew, 2005). In the U.S., a study by Pew

(2005) concluded that the main motivator for online banking is convenience

in terms of 24/7 access and time saving. Chung and Paynter (2002a) found
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that many people who did not utilise online banking believed they did not

need high levels of convenience.

277  ONLINE BANKING PERSPECTIVE

Online banking as a financial delivery medium is becoming increasingly
important in the banking field and has gained substantial attention in
academic literature in recent years (Daniels, 1999; Mols et al., 1999; Sathye,
1999; Jayawardhena and Foley, 2000; Sheshunoft, 2000; Howcroft et al.,
2002; Karjaluoto et al., 2002(a); 2002(b); Gerrard and Cunnigham, 2003;
Akinci et al., 2004; Pikkarainen et al., 2006). Table 2.2 summarises some of

online banking studies from all over the world with the findings of each study.
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In summary, the previous studies showed that online banking is distinctively
different in many ways from traditional brick and mortar banking. In the past,
bank customers had the opportunity to develop a relationship with a bank’s
front desk employee who acted as a link between the customer and the bank’s
information system. However, with online banking, the technology enables
bank customers to have direct access to the bank’s information system which
can be approached either from home, work, or any other location where a
network connection is available (Pikkarainen ef al., 2006). The technology is

being utilised to facilitate a number of service-providing situations and to
manage the relationship between the service provider and the customer (Grant

and Schlesinger, 1995; McKenna, 1995; Mulligan and Gordon 2002; Curran
et al., 2003; Walker and Johnson, 2006).

7.8 REVIEW OF ONLINE CONSUMER BEHAVIOUR STUDIES

A large number of theoretical and empirical studies have been conducted to
explain online consumer behaviour, in particular the use of classical attitude-
behaviour theories such as the Theory of Planned Behaviour (TPB) and the
Technology Acceptance Model (TAM) to understand both the adoption of
online purchase of goods and use of online services. Some researchers like
Al-Gahtani and King, 1999; Lederer et al., 2000; Venkatesh, 2000; and
Pavlou, 2003 extended the TAM model while concentrating on antecedents of
ease of use, while others added additional components to the model in relation
to the specific nature of their adoption research (Al-Gahtani and King, 1999;
Venkatesh and Morris, 2000; Kleijnen et al., 2004).

In 1989, Davis et al. Compared TAM and TRA to measure the effectiveness
of each of these two models in explaining behavioural intention and how this
latter 1s affected by attitudes and subjective norms to predict the user intention

to adopt a word processing application (Appendix 5). The study was

conducted using two sets of questionnaires distributed to participants
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immediately after the word processing application was introduced and the
other set 14 weeks after the introduction. It was found that TAM explained
47 percent of the variance In behavioural intention to adopt at the first time
period and 51 percent at the second. On the other hand TRA explained 32
percent of the variance in behavioural intention to adopt at the first time
period and only 26 percent at the second time. It was concluded that
behavioural intention could be considered a predictor of system use
explaining a significant system use at the second time (R*= 0.12, p=0.35).
However, it must be noted that the R’ value is extremely weak which would

make it quite difficult to categorise the behavioural intention in this case as a

‘good’ predictor. Attitude was a significant player in shaping behavioural
intention in both sets of questionnaires (f=0.55 and (=0.48, respectively),
while subjective norms proved to have an nsignificant effect on behavioural
intention in both times (=0.07 and =0.10, respectively). By examining the
construct specific to TAM, usefulness, it was found that it had a strong effect

on behavioural intention in this particular study which exceeded the effect of

attitude and subjective norms in both times ($=0.48, =0.61, respectively).

As a follow up to Davis, ef al. study 1n 1989, Adams e al. Conducted a study
of user perceptions and use of voice mail, electronic mail in 1992 (Appendix

5). They examined the eftfect of TAM constructs such as ease of use and
usefulness on the actual use of two different messaging systems across ten

different organisations. They concluded that usefulness had the most
significant effect in both models (=0.36, t=2.6 for electronic mail and

$=0.31, t=1.82 for voice mail) whi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>