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Abstract:

Definitely the Internet banking services adoption (IBSA) represents a good opportunity for
developing nations to attain greater economic development and growth. This sector plays a
vital role in developing numerous businesses and increasing Gross Domestic Product (GDP)
in different countries, particularly in developing countries, such as the Republic of Iraqg.
Although a lot of research evidences the wide adoption of Internet banking in developed
nations, there is still limited research in developing nations in the Middle East, specifically in
Irag on this area. There is definitely a need in this country to identify the factors that could
encourage IBSA. There is also a paucity of empirical research on IBSA from the perspective
of customers. Taking these into cognizance, this quantitative research aims to understand
IBSA, by investigating the key factors that encourage customers to adopt Internet banking in
the Iragi context, using the Theory of Planned Behavior (TPB). In order to test this
framework, a quantitative approach using the survey method is employed consisting of twenty
eight (28) items with a seven-point Likert scale. Based on proportionate stratified random
sampling, 535 out of 800 employees. For analysis purposes, Partial Least Squares-Structural
Equation Modeling (PLS-SEM) was applied. Findings of this study reveal that all the research
hypotheses are supported except one, namely subjective norms. This study found out there is
high impact the role of third party support toward Internet banking services adoption among
Iragis customers.
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1. INTRODUCTION

The availability and increase of new information and communication technologies (ICTs) in the
financial industry has a significant impact on the way banks currently provide services to their
customers (Hoehle et al., 2012). Around the world, banking remains the largest consumer of IT
services, and the largest spender on IT systems. Many new business standards have been
introduced, and these standards have a prominent role in changing the way that the banking
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industry functions. Internet technology, wireless technology and global straight-through
processing (STP), have made it possible for the banking industry to move away from being mere
physical banks to providing virtual services, allowing the banks to face global competition from
other banks around the world, and to gain larger market shares, in order to satisfy the needs of
customers (Sharma, 2009).These technological changes, new players in the banking arena, and
globalization of business and service innovations, have led to intense market competition, and
compelled banks to cater more to customers by providing them with a greater range of choices
(Mansumitrchai & Chiu, 2012; Alnsour & Al-Hyari, 2011).

Technological developments have also availed opportunities for the banks and other service
providers alike, to develop and offer customers greater flexibility, and more services, as
consumers today are demanding better facilities and services (Tan & Teo, 2000). According to
Jalal, Marzooq, & Nabi (2011), Internet banking has been growing significantly, and has a direct
impact on the way businesses are conducted.

However, Internet banking adoption by customers remains a complex, elusive, yet extremely
vital phenomenon (Hoehle et al., 2012). Indeed, there is no doubt that internet banking services
adoption (IBSA) represents the opportunities for developing nations to leap forward towards
greater economic development and growth, where the creation of added value is driven by
information, knowledge, and the adoption of ICTs.

A critical review of past studies (2000-2011) in this perspective has however revealed that
majority of these studies only investigated intention to adopt internet banking (Tan & Teo, 2000;
Shih & Fang, 2004 & Hernandez & Mazzon, 2007), while most others also compared adopters
and non-adopters (Sathye, 1999; Suganthi et al., 2001; Gerrard and Gumingham, 2003; Akinci et
al., 2004; Chan & Lu, 2004; Laforet & Li, 2005; Lee et al., Gerrard et al., 2006; Awamleh &
Fernandez, 2006; Polasik & Winsniewski, 2009 & Foon & Fah, 2011), instead of investigating
actual users of internet banking (Hong et al., 2013). Hong et al. (2013) in this view affirms that "
Without a good understanding about the adopters of Internet banking, it would be challenging to
understand the contributing factors that will cause the Internet banking adopters continue to
adopt Internet banking ". Therefore, the internet banking studies should focus on actual users or
adopters instead of people who just have the “intention to adopt”. On the other hand, measuring
of internet banking adoption can only be effective when the actual users of internet banking have
reached a critical mass (Tan & Teo, 2000; Chan & Lu, 2004).

Foreign and Iragi businessmen and bank customers have been stating their dissatisfaction about
the weak electronic banking services in Irag (US Department of Defense, 2010; Albaghdadia,
2011; Mohsen, 2010). Besides, the Central Bank of Irag (CBI) has been seeking to reduce the
use of cash in the country because of geographical challenges and security issues, which make
the transfer of money across the country difficult and risky. Hence the goal of internet banking in
Iraq is to mainly automate the settlement of checks and salaries, activate electronic cards and
Internet banking activities in order to keep more liquidity in bank accounts and avoid the
obstacles to move large blocks of money (CBI, 2013).
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The declining role of third party support causing in low adoption of internet banking in Iraq is
lack and the declining role of the social influence (Al-hammadany & Heshmati, 2011a, p. 70;
Shendy, 2011 p.17). For instance, when banks advertise their services through daily and weekly
newspaper and other medium, there is every tendency that the customers could be influenced.
However, the influence of family members, friends, and colleagues at work can also be of great
influence but evidence has shown that these social factors are lacking as the majority of Iraqgis
are not actively involved in the usage of internet banking. It is therefore essential to investigate
the influence of social norms on the adoption of internet banking among Iraqis especially that
this construct has not been tested empirically in Irag.

2. LITERATURE REVIEW

The TPB extends TRA by incorporating other variables that either make behavior to be difficult
or ease to perform. This extension was meant to explain the limitation of TRA in dealing with
behavior since a person has incomplete volitional control over behavior (Ajzen, 1991, p. 181).
The proposition of TPB is that two factors of attitude and subjective norm determine behavioral
intention. In addition, PBC was also added so to take care of circumstances where an individual
may be lacking total control over her or his behavior (Ajzen, 1985; Ajzen & Madden, 1986).
PBC has been proved by previous studies to have significant impact on behavioral intention and
actual behavior. This is indicated in Figure 1. Moreover PBC can have a direct or interactive
effect on behavior (through behavioral intention).

In this respect therefore, Ajzen (1991) is of the opinion that there are circumstances where
behavioral intention may slightly vary from actual behavior; therefore, PBC should have the
power to predict of behavior independently. Even though PBC and behavioral intentions are
significant predictors of actual behavior, in some particular conditions, there is tendency that one
predictor may be significant than the other predictor. Therefore, where behavioral prediction of
intentions is likely to be accountable by actual or deliberate intentions, PBC should be able to
directly predict behavior and facilitate the implementation of behavioral intentions into behavior
(Armitage & Conner, 2001). As a result, PBC and behavioral intention, can be used directly or
indirectly to predict actual behavior.

Attitudinal
Belief
Normative Subjective Behavior

Belief Norm Intention
Contro
Belief @

Figure 1: TPB (Ajzen, 1991)
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TPB has been widely applied in various studies of technology acceptance. In particular, it has
used successfully in the prediction of IBSA. For example, the study of OK and Shon (2010) that
was conducted in Korea revealed that behavioral intention was not influenced by attitude,
subjective norm, and PBC, and but was influenced by normative belief structures, attitudinal
belief structures, and control belief structures. Both TBP and TRA predict behavioral intention to
use the IBS well with TBP having some empirical merits over TRA. In addition, Shih & Fang
(2004) extended TPB model in order to examine those factors that influence behavioral intention
of 425 banking customers in Taiwan to adopt IBS. The outcome of the study reveals that attitude
is significant in the prediction of intention while PBC and subjective norm are not. Further,
Yaghoubi and Bahmani (2011) conducted their study among 349 Iranians using TPB and the
outcome of their study reveals that controlling the risk of IBS is more significant than providing
benefits; on the other hand, it is very robust in predicting customers’ intentions to use such
services.

Ajzen and Fishbein (1980, p.82) defined Actual Behavior as: "The individual's observable
response in a given situation with respect to a given target; behavior is a function of compatible
intentions ". In addition, IBSA is defined by Kim and Prabhakar (2012, P. 538) as: “The client's
usage of multiple services represented in carrying out banking transactions over the Internet,
including balance inquiry, account transfer, and many other services that are basically carried out
online”.

IBS is extremely beneficial to customers: customers can execute their bank transactions or
contact their banks faster, at any time and from anywhere, 24 hours a day. It does not require the
physical interaction with the bank, and customers can avoid long queues and restrictive business
hours, lower transaction costs, quick responses to complaints, more service variety and
improved services quality (Mansumitrchai & Chiu, 2012; Alnsour& Al-Hyari, 2011;Nasri, 2011,
Al-Somali et al., 2009; Shi et al., 2008; Mattsson & Helmersson, 2005;Pikkarainen et al. 2004).
Customers also do not have to be put on hold for telephone banking services; all these benefits
make for easier banking (Karjaluoto, Mattila & Pento, 2002).

The aim of this study to investigate and measure the influence of third party support in IBS
setting generally those could influence on the behavior of customers toward IBSA.

Iragi citizens are unaware of the benefits that technology can bring, besides, there is limited
empirical study on TPB in Middle East (Al-Majaly, 2011, p. 39), specifically in Arab countries
like Iraq.

3. RESEARCH MODEL

The research framework proposed in this study is not exactly the same as the TPB model as
shown in Fig. 2. We have added direct relationships from attitude and subjective norms to IBSA,
which is not in TPB original model. The new components in the framework will be: Third party
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support in term of social recommendation and prestigious media influences. In addition, three
components from TPB (attitude (ATT), subjective norm (SN), and Perceived behaviour control
(PBC)).

Third party support in termes of

Social Recommendation and o ~
Prestigious Media

Figure 2: Framework Model

An attitude towards adopting an innovation is derived from an individual's beliefs that adopting
the innovation will lead to certain consequences (Ajzen & Fishbein, 1980). It indicates an
individual's positive or negative evaluations about performing the behavior. Ajzen (1991)
advocates that attitude is a product of belief about a behavior and the individual's evaluation of
the outcome resulting from that behavior.

Only a few past studies found that attitude is a more accurate predictor of behavior than
behavioral intention (Bentler& Speckart, 1979; Albrecht & Carpenter, 1976). The influence of
attitude on the individual's behavior to use information technology has been theorized and
validated by some studies (AL-Majali & Mat, 2010b; Shi et al., 2008; Martinez Guerrero et al.,
2007; Ndubisi & Sinti, 2006; Karjaluoto et al., 2002). Based on the finding have found by
Ibrahim (2012), the variables that affect the behavioural intention can also be tested as the factors
that affect the actual usage behavior. However, most prior studies were conducted outside the
Middle East countries, and not much was done in Iraq. Therefore, this study intends to fill this
gap by examining customer's attitude toward IBSA in TPB theory in the Iragi context. Based on
the previous discussions, the conceptual relationship between attitude and IBSA is positive.
Given that, the researcher hypothesizes that:

H1: Attitude has significantly and positively influences IBSA.

Subjective norm refers to an individual's perceptions of the social pressure to engage in a certain
behavior. The idea suggests that attitudes and beliefs of others in groups to which an individual
belongs will shape his or her behavior toward the usage of a specific technology (Ajzen 1991).
Even though TRA, TPB and DTPB models have discussed subjective norm as one of the
precursors of behavior intention (Taylor & Todd, 1995; Ajzen, 1991; Ajzen & Fishben, 1975)
very limited studies used the single models of subjective norm in their studies (AL-majali & Mat,
2010Db; Shi et al., 2008; Duda et al., 2007; Hernandez & Mazoon, 2007). For instance Shi et al.,
(2008) revealed that subjective norm is a significant variable that has influence on IBSA and
help bankers to help drive more customers through influence of friends, colleagues and family
members to embrace IBSA. Additionally, the study of Hernandez (2007) reveals that IBSA is
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significantly influenced by subjective norm. Also, in a study conducted by Rouibah's (2008) in
Kuwait with respect to adoption of instant messages service online among working adult of
organizations, it was discovered that subjective norm positively affect the behaviors of workers
in this area. The findings of Al-Majali & Mat (2010b) also align with others when the study
found that subjective norm significant and positive influence toward IBSA using TPB. However,
there is no study conducted in Iraq related to IBSA settings to examine this relationship. Given
that, the researcher hypothesizes that:

H2: Subjective norm, significantly and positively influences on IBSA.

The tenet of TPB is that user’s behavioral intention is influenced by his/her PBC (Ajzen, 1991).
This is premised on the fact that an individual is likely to engage in a certain behavior when
he/she believes that the required resources to perform the behavior are available. In this view, the
empirical study of Al-majali and Mat (2010b) found that PBC significantly and positively
influences IBSA among Jordanians towards IBSA. Several studies in different contexts that are
different from IBS setting have investigated direct effect of PBC on actual behavior (Gopi &
Ramayah, 2007; Fusilier & Durlabhji, 2005; Pedersen & Nysveen, 2004; George, 2004). This
therefore shows that the influence of PBC on IBSA has not been sufficiently investigated (Shih
& Fang, 2004; Tan & Teo, 2000). Based on this discussion, this study aims to test this linkage in
IBSA. The following hypothesis is proposed:

H3: Perceived behavior controlling significantly and positively influences IBSA.

An innovation create uncertainty (Rogers, 1995). Individuals tend to be uncomfortable with
uncertainty and try to increase interaction with a third party to interpret the innovation
(Karahanna et al., 1999). This increased interaction influences the behavioral decision (Nilsson,
2007; Karahanna et al, 1999). Informational influence occurs when relevant others of the
individual inform of their own personal experience and evaluation of the innovation or when the
individual can observe the relevant others using the innovation.

Social recommendation is defined in this research as all potential online consumers’ family
members, friends, and colleagues ’ support and assurance of a certain internet banking
transaction (Nor & Pearson, 2008. Many referral sets, such as peers and superiors, have been
determined by researchers, as having the ability to create social stress on a person regarding the
usage of computers (Taylor & Todd, 1995). In terms of a consumer-oriented service, the
consumer-relevant groups around the individual (family, friend, etc.) may influence the
individual's adoption. Zhou & Tian (2010) conducted a study to investigate what factors
contribute to consumers’ trusting beliefs in online shopping in a relatively low-trust
environment. College students in China were used as sample for this study. The finding of this
study revealed that perceived reference power (previous customers, social recommendations and
referrals from prestigious media) is an influential antecedent to the trusting beliefs of consumers.

According to Zhou and Tian (2010, p.153), prestigious media includes well-known business
magazines, newspapers, etc. Ng & Rahim (2005, p. 239) defined this factor as “The influence or
pressures from the prestigious media to perform the behavior and included mediums of
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communication, such as newspapers, radio, television, Internet, broadcast e-mails, official
announcements made by authorities, etc., that are designed to reach the mass of the people”.
Prestigious media is considered one of the main information sources in many fields, due to their
coverage of wide areas and promotional campaigns that attract people's attention and promote
the activities from which the community may get benefits (Agostinelli & Grube, 2002; Zhou &
Tian, 2010). The researcher will thus investigate and test the influence of the third party support
dimension in terms of social recommendation and prestigious media upon the individuals'
behavior concerning IBSA in Iraq. Moreover, this dimension’s influence has been investigated in
fragmented and diverse ways in the IT field in general (Alshammari & Mohd, 2012; Zhou &
Tian, 2010), not specifically in the IBS area .The conceptual relationship between third party
support and subjective norm is positive based on previous studies and past literature . Thus, this
study hypothesizes a positive relationship as follows:

H4: Third party support in terms of social recommendation and prestigious media has
significantly and positively influence subjective norm.

4. METHODOLOGY

The researcher uses quantitative research to collect the required data, the sample used from staff
of public universities in Irag. They have been chosen as the respondents of this study. Only five
hundred and thirty five (535) questionnaires were useful for purpose of analysis. Direct delivery
of the survey questionnaire to participants was preferred as opposed to using online or postal
surveys because the postal system in Iraq is not reliable. The respondents ‘demographic factors
were gathered to collect information about each respondent that participated in the survey. The
questions were designed for the respondents to choose their answers. Most of the respondents
that participated in the survey were males 62.4%, and only 37.6% of the females.

The survey measures 5 constructs, which are: third party support in terms of social
recommendation and prestigious media influence, attitude, subjective norm, PBC, and IBSA. All
these variables are adopted or adapted from previous studies. The following is a summary of the
instrument that will be used to measure all variables and its source with the coefficient alpha:

1. IBSA- by four items from Raman et al., (2008).

2. Attitude- by five items from nor and Pearson (2008).

3. Subjective norm - by five items from nor and Pearson (2008).

4. PBC- by four items from Shih and Fang (2004).

5. Third party support in terms of social recommendation influence and prestigious media- by ten
items (three items from Shih and Fang (2004), two items from nor and Pearson (2008), and five
items from Ng & Rahim (2005).

5. ANALYSIS OF RESULTS
The technique of partial least-squares (PLS) analysis, an implementation of structural equation

modeling (SEM), was applied to test the measurement model to determine the internal
consistency reliability and construct validity of the multiple items scales used to operationalize
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the study variables. As shown in Table 1, all reliability measures were well above the
recommended level of 0.70 as an indicator for adequate internal consistency (Hair etal., 1995;
Nunnally, 1978).

The results of this analysis is used to accept or reject the hypotheses based on the significance of
the standardized path coefficient beta weight (B) which illustrates how strong is the relationships
among constructs. The (R2) value, which shows the amount of variance explained by
independent variables. Both, (R2) and path coefficients indicate that how well the model is
performing. (R2) shows the predictive power of the model and the value should be interpreted in
the same way as (R2) in regression analysis. The path coefficients should be significant and
consistent with expectations (Chwelos et al., 2001). To be able to conclude whether the path
coefficients were statistically significant or not, this study applied the bootstrapping techniques
embedded with the SmartPLS2.0.

Table 1: Convergent Validity Analvsis

Const  Ite Loading Cronbach AVE PBC 0902
ructs  ms s Alpha 4
) EWT 0792 D
ATT ATT 0623 0727 BT 0801
;'.TT TR I I X
3 N4 073
ATT 0.8&7
:l Thied TPI 0792 0804 0738
ETT 0085 party
A TPT 0532
TESE  IBS 0880 0743 582 TPT 0804
Al
1BS 363 TP4 0883
Al TP 0798
IEE 0301
A3 TPG  0.850
B5 0.7 TPT U885
A4 .
FEC PEC 0738 R TP 0019
- — TP 0333
TBC 08 TPT  0.866

PEC 0315

The standardized path coefficient of 0.619 seems to indicate that attitude have a positive and
statistically significant effect on IBSA and at 0.01 level of significance (B = 0.619, t = 12.730, p
< 0.01), hence the H1 is supported. On the other hand, the standardized path coefficient of -0.151
suggests that subjective norm has negatively and statistically significant effect on IBSA and at
0.01 level of significance (p = - 0.151, t =3.736, p< 0.01), hence H2 is unsupported. The result
showed that perceived behavior control has a positive influence and statistically significant effect
on customers’ adoption of Internet banking (B = 0.099, t = 2.911, p < 0.01), hence H3 is
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supported. Third party support terms of social recommendation and prestigious media has
positive influence and significant impact on subjective norm toward of IBSA (B = 0.646, t
=16.535, p < 0.01), hence H4 is supported. All these results show in Table2.

Table 2: Hypotheses Testing Results and Assessment of the structural model

H i (5TEERE) T F value Eesult

1- ATT =IB5A 06159334 0.047743 12730733 0000 Ve
Prs

- EN-==IBSA 3151236 0.040478 1756227 0.000 Mo
EE =3

i- FBC-=IBSA 1085875 0034304 2911812 0.002 VES
Prs

4. TP =EN 0646946 0.039126 16.535058 0.000 Yaz

=EE

Note: p=iL.10 #; p=0.05 +* ; p=0.01 5+*
6. DISCUSSION AND CONCLUSION

The main aim of this study to investigate and identify the factors that would encourage customer
to adopt internet banking in Iraq and evaluate the role of third party support in terms of social
recommendation and prestigious media, this study uses TPB model to measure of variables in
internet banking setting. This study applied partial least squares structural equation modelling
(PLS-SEM) as the major analysis technique as well as SPSS, since PLS SEM is a relatively new
analytical technique in construction. As shown in Table 2, the hypotheses (H1, H3, H4) were
statistically supported by the findings of the study, while hypotheses of, H2 was not supported.

The result shows asserts that third party support in terms of social recommendation and
prestigious media have high a significant control over decisions to adopt internet banking
because respect and modesty among Iraqis is important since this country follow the Arab
cultures, it plays an important role in influencing customers to adopt this technology.
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8. APPENDICES

APPENDIX A: Measurement Scale of Constructs

IBSA

1- | find internet banking is useful for managing my financial matters.

2- | believe internet banking is an easy way to conduct banking activities.

3- | find that internet banking is encouraging.

4- | feel fast internet access speed is important in internet banking

Attitude

1-Using Internet banking is a good idea.

2-1 like the idea of using internet banking.

3-Using internet is a pleasant idea.

4-Using internet banking is an appealing idea.

5-Using internet banking is an exciting idea.

Subjective Norm (SN)

1-People who influence my behavior think that I should use internet banking.
2-People who are important to me think that I should use internet banking.
3-People whose opinions | value think I should use internet banking.
4-People who are close to me think that I should use internet banking.
5-People who influence my decisions think that | should use internet banking.
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Percived Behavior control (PBC)

1 — I'would be able to operate internet banking.
2- | have the resources to use internet banking.
3- | have the knowledge to use internet banking.
4- | have the ability to use internet banking.

Third party support

1. 1 will use the Internet banking because my family, friends, or colleagues used it.

2. 1 will have to use the Internet banking if my family, friends, or colleagues already had used it.
3. | have to use the Internet banking because my family, friends, or colleagues thought I should
use it.

4- My family, friends, or colleagues who are important to me would think that using Internet
banking is a wise idea.

5. My family, friends, or colleagues who are important to me would think that using Internet
banking is a good idea.

Prestigious media influence

6- The prestigious media suggest that I should use the internet banking regularly within the
forthcoming month

7- Prestigious media reports influence me to use internet banking regularly within the
forthcoming month

8- | feel under pressure from the prestigious media to use internet banking services regularly
within the forthcoming month.

9- Prestigious media is full of reports, articles and news suggesting using internet banking
services is a good idea.

10- Prestigious media and advertising consistently recommend using internet banking services
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