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Chapter X1V

Under standing | nter net
Banking Adoptionand

Use Behavior:
A Hong Kong Per spective

Sui-cheung Chan, Lingnan University, China
Ming-te Lu, Lingnan University, China

ABSTRACT

This study investigates adoption/use behavior within the context of Hong Kong
Internet Banking services. A research framework based on the extended Technology
Acceptance Model (TAM2) and Social Cognitive Theory is developed to identify
factors that would influence the adoption and continue use of Internet Banking.
Structural Equation Modeling (SEM) is employed to examine the entire pattern of
inter-correlationsamong the eight proposed constructs, and totest related propositions
empirically. A survey involving a total of 499 university students is conducted and
confirmatory factor analysis used to deter mine the measurement efficacies. Theresults
reveal that both subjective norm and computer self-efficacy indirectly play significant
rolesin influencing the intention to adopt Internet Banking. Perceived ease of use has
a significant indirect effect on intention to adopt/use through perceived usefulness,
while its direct effect on intention to adopt is not significant.
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INTRODUCTION

Hong Kongisaninternational financial center well knownfor itsefficiency andits
ability to adapt and keep up with the times. Recently, however, the Hong Kong banking
industry has been losing competitive advantages in some areas, with the adoption of
I nternet Banking being one of them. Hong K ong banks have been slower than some other
international banks in joining the e-commerce evolution, which first emerged in the
United Statesinmid-90s. Financial institutionsintheU.S. haveintroduced and promoted
onlinebankingto providebetter customer services. Many property and stock investment
firmsin Hong Kong have also jumped on the bandwagon and adopted the Internet as a
channel for providing better and moreefficient servicestotheir clientele. However, Hong
Kong's banks are still quite slow in providing Internet Banking services that many
overseas customerstake for granted. Thisis certainly uncharacteristic of Hong Kong's
economic development.

Courtier and Gilpatrick (1999) recommend that financial institutions regularly
survey or gauge customers' needsand desiresbeforeintroducing any banking strategies
onthelnternet. Moreover, customers' expectations and acceptance of the new technol -
ogy and their beliefsin their ability to use it directly influence their needs and desires
to adopt it. This study follows thisline of thought. Specifically, the main objectives of
this study are to identify factorsinfluencing the adoption and use of Internet Banking;
toinvestigate whether differences exist between the determinants of adopting and using
Internet Banking; and to examine the degree of mediating effects of the two constructs
in the Technology Acceptance Model (TAM) between the antecedents and intention to
adopt/use Internet Banking viaastructural equation model in the Hong Kong context.

Following the approach taken by Karahanna, Straub, and Chervany (1999), this
study combinesinnovation attributes and attitude theoriesin atheoretical framework to
examine potential and early adopters’ reasonsfor adopting and using I nternet Banking.
Thisstudy also attemptsto provide abetter theoretical understanding of the antecedents
of user acceptance and user resistance to adoption and continue using I nternet Banking
inHong Kong. Inaddition, it extends TAM by adding perceived risk and computer self-
efficacy as external variables for perceived usefulness and perceived ease of use.

Perceived risk isan external variablefirst introduced in marketing research in the
study of innovation diffusion and adoption (Frambach, 1993, 1995; Ostlund, 1974). The
importance of perceived risk hasal so been examinedin|Sresearch, especially inInternet
Banking literature (Bhimani, 1996; Cockburn & Wilson, 1996). The perceived lack of
security and privacy over the Internet has been a recognized obstacle in people’s
adoption of electronic commerce. Thus, customerswill adopt I nternet Banking only when
they perceive it as being low-risk. Computer self-efficacy is adopted from the widely
accepted model of individual behaviorinsocial sciencesresearch, or asitisbetter known,
Social CognitiveTheory (Bandural977a, 1977b; Bandural978, 1982, 1986). Evidence of
the rel ationship between sel f-efficacy and using acomputer can befoundin avariety of
studies(Burkhardt & Brass, 1990; Gist, Schwoerer, & Rosen, 1989; Hill, Smith, & Mann,
1986; Hill, Smith, & Mann, 1987; Webster & Martocchio, 1992, 1993). Usersof Internet
Banking need to have the necessary knowledge to operate a computer and use the
Internet. Therefore, computer self-efficacy helpsto explain the adoption and rejection
decisions of the users. It is with the above observations in mind that the present
researcher hasdecided toincorporaterisk perception and computer self-efficacy in order
to give amore in-depth analysis of adoption/use behavior of Internet Banking.
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