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ABSTRACT

Despite the wide adoption of Internet banking service in developed countries, its
application is still low in developing countries like Yemen. Moreover, there is a dearth
of empirical research on Internet banking services in Yemen and this makes it
necessary to carry out research on the adoption of Internet banking service. The aims
of this study is to examine and investigate the main factors that influence the adoption
of Internet banking services by Small and Medium Enterprise (SME) managers or
owners in Yemen. The research framework consists of nine exogenous variables and
one endogenous variable. The exogenous variables consist of attitudinal and
environmental factors while the endogenous variable comprises of intention towards
Internet Banking (IB). This research also identifies the role of demographic factors
(size, type and ownership of organization) as moderating variables that impact on
SMEs’ intention to adopt Internet banking service in Yemen. In addition, this study
explains how the Technology Acceptance Model (TAM) with Technology
Organization Environment (TOE) framework used in examining the factors of Internet
banking service adoption among SMEs in Yemen. The sample of the present study
consisted of a total of 311 SMEs, analyzed using Structural Equation Modeling (SEM)
in order to examine causal relationships among the study latent variables. The indirect
exploratory effect of the moderators is examined using Multiple-Group Analysis
(MGA). The results of the study indicate that perceived usefulness, ease of use,
regulatory support and competitive pressure have significant and positive effect on
intention towards IB adoption among SMEs in Yemen. However, perceived trust, risk
and ICT readiness have no significance, only negative effect on intention towards
Internet banking. Awareness and financial institution support are also not significant
but have positive influence towards IB adoption. Furthermore, the findings of the
study reveal that type of organization has a moderating effect on managers/owners
intention towards IB adoption among SMEs in Yemen. On the other hand, size and
ownership of organization are not significant moderators on managers’/owners’
intention towards IB adoption. It can be concluded that a combination of TAM and
TOE framework explains IB adoption factors well among SME managers/owners in
Yemen.



C&:J\un:;h

Jodl (3 Leankes Jiple oSO el Jodl (3 iVl e adaall olendd &5 s o w2l
5 A el Slad) e daded) Sogmdl 3 Al domgy G5 1) BL| Liais el e 2l
o A Y e il Bead e ol B g0 iy Iy el 3 i)
2o dpall Sl 13 o i G it Jeloall o 5B 5 e OF oo Ll ol
frnd o 05 ol IS L el (3 Aagil) g Spaaall ey i) SNl el i Y
Atlly ES) (Baisl) sl o (g alind) Sl Ll e Al Al Sl e
aLAg) alsall 593 302 Gl e LY e Bl Reddk) o5 e 06 ) Lo
gl wleg il shts Ul AT G (@ yikilo ShneT (a8 8 £ o)
Bk plasiinl 14 g bl ada Ll el 3 V) e el dead) o B gl
&5 Qs Skl 3 (TOE) &t 5 Genslly sl 2385 wa (TAM) LmlsS b
oo 0Sw AU anh i ane ilawsidl) g el Olaw sl Gu CIRY) e i el Slad
Lo rsal) A Al B il raliy plasiinly ool & 2o sing i Bennge 311
plseal oot ¢ alladll Lalsall 3 50 xd 2321 T 2Ll Ol Gy G B
5 W) e lly s Y) Aggu 5 aniidl s OF o gbl auhill il L olosadtl sitaze |4
Lot - Y e ag S Bl plisnad 55 55 e Totgly TS Tl ol bl Lasal
L) e o g G G0 U Sloglall g OVLEY! Lo o5 2palorg 3, LIl 21| g 223
ST U LW Slawsll voss oSl oy UISH V1 e 2V Bpeall pltsianl
ol sl £ 5 of waiesh au)ull s O LS L dead ol &5 A e gle) oSy Cass
bl SV 3 el 3 2l 5 Snall Sleg tll Y g e &5 e s e
Aadd) ods od I g shal) amy e afte p ODle ga,adl AShe g o Of i)
idpall Sl &5 o2 amsdl bilse O mo g TOR &5 TAM & lai gas O o OF il
el 3 dawsll g sprall Wleg a L) SN g el o B CIRY) pe



APPROVAL PAGE

The dissertation of Nabil Hussein Al-Fahim has been approved by the following:

Wan Jamaliah Wan Jusoh
Supervisor

Adewale Abiddeen
Supervisor

Muhammad Tahir Jan
Internal Examiner

Jamil Bojei
External Examiner

Osman Mohamad
External Examiner

Yousuf Ali
Chairman



DECLARATION

| hereby declare that this dissertation is the result of my own investigation, except
where otherwise stated. | also declare that it has not been previously or concurrently

submitted as a whole for any other degree at IITUM or other institutions.

Nabil Hussein Al-Fahim

Signature.............coeeeviin.n. Date.......ooovveiiiiiiin..



INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

DECLARATION OF COPYRIGHT AND AFFIRMATION OF
FAIR USE OF UNPUBLISHED RESEARCH

Copyright © 2015 by Nabil Hussein Al-Fahim. All rights reserved.

FACTOR INFLUENCING THE INTENTION TO ADOPT
INTERNET BANKING SERVICES AMONG SMALL AND
MEDIUM ENTERPRISES (SMEs) IN YEMEN

No part of this unpublished research may be reproduced, stored in a retrieval
system, or transmitted, in any form or by any means, electronic, mechanical,
photocopying, recording or otherwise without prior written permission of the
copyright holder except as provided below.

1. Any material contained in or derived from this unpublished research
may only be wused by others in their writing with due
acknowledgement.

2. 1IUM or its library will have the right to make and transmit copies
(print or electronic) for institutional and academic purposes.

3. The UM library will have the right to make, store in a retrieval
system and supply copies of this unpublished research if requested by
other universities and research libraries.

Affirmed by Nabil Hussein Al-Fahim

Signature Date

Vi




To The Departed Soul of My Father
To my Beloved Mother,
Brothers and Best Friends
Saleh & Mohammed,

To My Sister
To my Faithful Wife

& Beloved Children

vii



slday)
dpd Sy sl edim o by )

333, 5 5] S by cpdll Lajae (3 1 JUl (3ullgy (ade &1 2y sllly Ll
35el) Lol 148 Jsmshl 3 S0 ol bl 2lolil) gy bl g ot (sl U
sl JoW U] (3 grn Isile o) 52Nl gay Jl
258 i gkl DLW g el b OISl cBaoYly Slagll e
sYga JS°J)

ks OF LAY 1 Ol Jlady il 1 Jiab sy o8Vl pdl) sl Loal s (sutal

viii



ACKNOWLEDGEMENTS

In the name of Allah, the Most Compassionate and the Most Merciful. All praise,
thanks and gratitude are due to Allah, the Lord of the Universe, for His countless and
endless blessings that He bestowed upon me. Peace and blessings be upon His beloved
Prophet and Messenger Mohammed (Peace Be upon Him).

Throughout the course of my PhD journey, | was so fortunate to have the
assistance, cooperation and support from many caring people around me that make the
completion of this work possible. First of all, I would like to express my sincere
gratitude and appreciation to my supervisor Assoc. Prof. Dr. Wan Jamaliah Wan
Jusoh for her endless support, continuous motivation, constant mentorship and high
inspiration. She has been, as she always is, a great, mentor, communicator and
supporter to me. Her valuable knowledge, ideas and suggestions have profoundly
contributed to the enrichment and eventually the successful completion of this
dissertation. To my co-supervisor, Assistant Prof. Dr. Adewale Abideen, I am so
thankful and grateful to them for their incisive comments and suggestions and for their
constant encouragement.

Special thanks are extended to my mother and two brothers, Saleh and
Mohammed as well as all family members. Without their cooperation, this work could
not have been completed. The same goes to the management and academic staff of
both universities who were of great assistance in facilitating the data collection
process. My profound appreciation goes to my best friend; Ibrahim Al-Jubari, Alsabri,
Anwar and Abdo Yousef for their support.

Last but not least, thank you all who have directly or indirectly contributed to
the successful accomplishment of this thesis.

May Allah, The Almighty, accept this humble work. | sincerely hope it will
render some benefit to someone, somewhere, somehow.



TABLE OF CONTENTS

ADSITACT ...t re e i
ADSIFACE IN ATADIC....ei i ee e e e anes ii
APPIOVAI PAGE ... s WY
[ =To] - = U (o] o I SRR OPRUPRRP v
COPYIIGNT PAGE ...t vi
=T o U1 o] o IS RROPRUURRTR vii
ACKNOWIBAGEMENTS ...t IX
LSt OF TaDIES. ..o Xiv
LISE OF FIGUIES ...ttt XVii
CHAPTER ONE: INTRODUCTON .....cciiiiiieiiece e 1
O o T [ o o SRS 1
1.1 Background Of the STUAY .........cccveiiiiiieiiieieee e 1
1.2 Statement of the Problem...........cccoovi i 3
1.3 ReSEarch ODJECTIVES .......ccviiiieiiieiie e 6
1.4 ReSearch QUESTIONS ........eieiiieeiiieeciieecie e et e e et e e e eee e 7
1.5 Significance 0f the StUY .........cocveiiiiiiiiie e 7
1.5.1 Theoretical Contribution ...........cceoviveeiiie e 8
1.5.2 Managerial Contribution .............cccovviiiiieiieee e 8
1.5.3 Policy ContribULION.........ceeiveeiiiie e 10
1.6 Justification of the StUdy ........cccoveiiiie i 10
1.7 Scope Of the StUAY.......cvvveiiie e 12
1.8 Definition 0f KeY TeIMS.......cveiiiie e 13
1.9 SUMIMAIY ..o enees 16
CHAPTER TWO: LITERATURE REVIEW ......ccccoiiiiiiiice 17
2.0 INTrOAUCTION ...t 17
2.1 Background Of YEMEN .......ccoiiieiiiie et 17
2.1.1 SMEs and YemMeNn ECONOMY ......cccccovuveiiiieeiiieesieeesiee e eee e 19
2.1.2 Information Communication Technology (ICT) Sector in
YEBIMEN ...ttt 21
2.1.3 The Internet Technology in YeEmMeN.........ccccocoveeiieeevee e, 23
2.1.4 The Yemeni Banking SeCtor ..........cccovveiviveiiiiie i 27
2.1.5 Electronic Banking in YEMEN .........ccocvevviveiiiie e 30
2.1.6 Internet Banking Services available in Yemeni Banks................ 33
2.2 Small and Medium Enterprises (SMES) .......cccoceeviieiiiieeiiiee e 34
2.2.1 Definition Of SMES.......ccooiiiiiiiieiiece s 34
2.2.2 SMEs and ICT relationship ........ccccccooveiiiiiiie e, 35
2.2.3 The Benefits of Internet Banking Adoption by SMEs................. 38
2.3 Theoretical Underpinning for Theory of Internet Banking Adoption ... 40
2.3.1 Technology Acceptance Model (TAM) and IB adoption............. 41
2.3.2 Technology Organization Environment (TOE) Framework ........ 45
2.3.3 Mixed Theories in Internet Banking Adoption ..........cccccccvveenee. 48
2.4 Electronic Banking (e-banking) .........cccccooveeiiiiiiiie e 50
2.5 Internet Banking (IB).......ccoouiiiiiiiiiiie e 52


file:///G:\ALL_THESIS_FROM_MAY_2012\Nabil%20Thesis%20Urgent\FORMATTED%20THESIS%2023-08-15.docx%23_Toc428128844

2.6 Internet Banking AdOPLION ........cccviiiiiiiiiiiieiie e 55

2.7 Factors Influencing of Internet Banking Adoption ...........ccccoeveinenee. 56
2.8 Intention towards 1B adoption (Dependent Variable) .............ccccceveee. 58
2.9 The Relationship between Attitude and Intention towards 1B
AAOPLION L.t 59
2.10 Attitudinal Factors (Independent variables)............ccccooiviiiniiinnnnnn. 61
2.10.1 The Relationship between Perceived Usefulness and 1B
AAOPLION .. 61
2.10.2 The Relationship between Perceived Ease of Use and 1B
AAOPLION .. 63
2.10.3 The Relationship between Perceived Trust and IB adoption ..... 65
2.10.4 The Relationship between Perceived Risk and IB adoption ...... 68
2.10.5 The Relationship between Awareness and IB adoption ............ 70
2.11 Environmental Factors and 1B adoption ............ccccocveviiiiieniicineene. 73
2.11.1 The Relationship between ICT Readiness and 1B adoption....... 74
2.11.2 The Relationship between Regulatory Support (Government
role) and 1B adOption..........c.eeiviiiieiiieiie e 78
2.11.3 The Relationship between Financial Institution Support and
IB @dOPLION ... 81
2.11.4 The Relationship between Competitive Pressure and 1B
AAOPLION L.t 83
2.12 MOderating FaCTOrS. ........coviiiieiiiieiie e 86
2.12.1 Size of the Organization............ccoovueeiieiiieiiie e 86
2.12.2 Type of the Organization ...........cccceeveeinieiiieeiiee e 88
2.12.3 Ownership of the Organization .............cccceviveeviveesiie e 90
2.13 Research Model JUSEIfiCation ............cccccevieiiiiiiie i 91
2.14 Hypothesized Research FrameworkK ............cccccovvveiviiieiiic e 96
2.14.1 Perceived USETUINESS .........covviiiiiiiieiie e 96
2.14.2 Perceived €aSe OF USE ......c.covviiiiiiiiieriiecee e 96
2143 TIUSE ... 97
2.14.4 PerceiVed RISK .....ccviiiiiiiieiie et 97
2.14.5 AWATIENESS ......vveiieiiiieie et e ettt e e 98
2.14.6 ICT readiNESS.....ceeiieiiieiiii ettt 98
2.14.7 Regulatory SUPPOI........oveiiiee e 99
2.15 SUMIMAIY ..ot 102
CHAPTER THREE: METHODOLOGY ....ccoiiiiiiieiieeiee e 104
3.0 INTrOAUCTION ...t 104
3.1 Research method .........cocvoiiiiiiiie s 104
3.2 Sampling Method .........cccovviiiiieiecc e 105
3.2.1 POPUIALION ...t 105
3.2.2 Sampling Frame........ccoeoiiiieiie e 106
3.2.3SaAMPIE SIZE ...veieeeeee e 107
3.2.4 Sample SEIECHION ......ccuvveiciee e 109
3.3 QUESLIONNAITE DESIGN ..eccvvvieiiiee ettt 110
3.3.1 Variables Measurement ..........ccocovvereeiiueeniesiie e siee e 111
3.3.2 Scale MeaSUreMENT .........eeiieiiieiieeiie e 117
3.3.3 Questionnaire Translation Process ..........ccocveevvivveeeeiiivieeee e, 117
3.3.4 QUESLIONNAITE Pre-teSt.......ccccuvviieieee e 118

Xi



3.4 Pilot StUY PrOCEAUIES.......cuviiiieiiiieciee e
3.5 Statistical Test and ANAIYSIS .......cvveiiiieiiiie e
3.6 Justification for uSINg SEM ........ccoooiiiiiiiiiie e
BT SUMIMAIY ..ttt

CHAPTER FOUR: DATA ANALYSIS AND RESULTS .......ccoovieeiieiiiein,
4.0 INFOAUCTION .....eee ettt e e
4.1 RESPONSE RALE ......oviiiiiiiiiee e
4.2 DA SCIEENING ...eevvieeiieisiee sttt e ettt ettt ettt et

A.2. 1 OULHEIS....eiiee ettt reeeanes
4.2.2 NOIMAIEY .o
4.2.3 Linearity and HOMOSCEASLICILY .........cevveiiiiiiiiiieiiie e
4.2.4 MURICOINNEAITEY ...
4.3 DeSCrIPtiVe SEALISTICS .......veeiieieiieiiiesiie e
4.3.1 Demographic Characteristics of the Managers/owners ...............
4.3.2 Descriptive Statistics for ConStructs..........ccccovevveviveeiiieeniinene
4.4 Reliability and Composite Reliability ...........ccocooviiiiiiiii,
4.5 Content (Face) Validity .........cccceiiiiiiiiiiiii e
4.6 Exploratory Factor Analysis (EFA) ......cccccoiiiiiiiiiiiee e
4.7 Confirmatory Factor Analysis (CFA) ...
4.8 CONSLIUCE ValdItY ......ceeiivieiiiieiie e
4.8.1 Convergent VALY ..........ccoveieeiiiiiiiie e
4.8.2 Discrinimant Validity .........cccoooeiiiiiiiiii e
4.9 Goodness of Fit INdeX (GOF) .....cccveiiiiiiiiiiesicee e
4.10 Measurement Model ..o
4.11 Structural Model (Hypothesized Model) ..........ccccoovevviieeiiieiiee,
4.12 ReVISEd MOUEL........ccuieiiieiiieiee e
4.13 Squared Multiple Correlation (R?) of Structural Model.....................
4.14 HypotheSes RESUIS...........eeeiiiieiiie e
4.14.1 Attitudinal Factors Hypotheses .........cccccocveeiiieeiiiee s,
4.14.2 Environmental Factors Hypotheses .........cccccocvveviieciiiec e,
4.14.3 Moderating Factors Hypotheses .........c.ccccveeviveeviie i,
4.15 Competing Model ANalysis .........ccccooveiiiie i
4.15.1 Goodness of Fit Indices (GOF) of Competing Model (TAM
WItN TOE) .
4.15.2 Competing Model Hypotheses Testing of TAM with TOE
FrameWOTK ........ooiiieiie et
4.15.3 Comparison between Revised and Competing Models .............
4,16 SUMMEAIY .ottt e e e e e et e e e e e e e s s s bbb e e e e e e e s e s nnseeees

CHAPTER FIVE: DISCUSSION AND CONCLUSION........ccccoovviiiiiieiieinn,
5.0 INtrOAUCTION ...t
5.1 Discussion of Research ODJeCtiVes ..........ccccovvveeiiie i
5.2 Determination of the Significant and Insignificant Factors..................

5.2.1 Objective One: To examine the level of intention towards IB
adoption amoNg SMES ..........ccoveiiiiieiiee e

5.2.2 Objective Two: To determine the important predictors of

SMEs’ intention towards IB adoption............ccccoecviiieiiiiincennne.

Xii



5.2.3 Objective Three: To investigate the relationship between

attitudinal factors (usefulness, ease of use, trust, risk and

awareness) and intention towards 1B adoption by SMEs............ 170
5.2.4 Objective Four: To examine the role of environmental factors

(ICT readiness, regulatory support, financial institution

support and competitive pressure) in the intention towards IB

adoption DY SMES ........ooiiiiiii 175
5.2.5 Objective Five: To investigate the role of demographic factors

(size, type and ownership of the organization) as moderators

in the intentions towards 1B adoption by SMES. ...........c.cccee.ee. 178
5.2.6 Objective Six: To evaluate the applicability of the TAM with

TOE framework as underpinning theories to explain 1B

APPENDIX E:

APPENDIX F:

APPENDIX G:

APPENDIX H:

APPENDIX I:

AdOPLION 1N YEIMEN ..ottt 182

5.3 Research Implications...........coooveiviiiiiiiiei e 183

5.3.1 Implications for Academic Research.........cccccocovveviveeineeniennnne, 183

5.3.2 Implications for Practitioners ............ccoccuereiiieiiienii e, 184

5.3.3 Implications for Policy-Making ...........cccccoviiiiiiieniiinieiieen, 185

5.4 Limitations of the STUY ... 186

5.5 RECOMMENUALIONS ......eoiiiiiieiiiesiie et 187

5.6 FULUIE RESBAICN ......oouiiiiiieiii e 189

5.7 CONCIUSION ...ttt 190

REFERENCES ...t 192

APPENDIX A:  QUESTIONNAIRE (ENGLISH VERSION) ......ccocooiviiiinene. 214

APPENDIX B: QUESTIONNAIRE (ARABIC VERSION)......c.ccccoiviiiinenn 219

APPENDIX C:  ASSESSMENT OF NORMALITY ...oooiiiiiiiiiicieeeee e 224

APPENDIX D: CORRELATION MATRIX AMONG ALL VARIABLES..... 226

RELIABILITY (CRONBACH'A ALPHA) FOR ALL

ITEMS s 231

PATTERN MATRIX AND FACTOR LOADING ................. 232
CONFIRMATORY FACTOR ANALYSIS (CFA) FOR

MEASUREMENT MODEL.......c.coooiiiiiieniiiieiicse e 234

HYPOTHESIZED MODEL ......ccoooiiiiiieiieiic e, 242

REVISED MODEL........ccooiiiiiiiiiieciese e 249

COMPETING MODEL .....cccviiiiiiiiiiieseesee e 256

APPENDIX J:

Xiii



LIST OF TABLES

Table No.

2.1  Type of SMSMEs by number of employees

2.2 Main Statistical Indicators of Communication and Information
Technology 2007-2009

2.3 Fixed Broadband Penetration in Some Arab Countries

2.4 Internet Usage and Population Statistics in Yemen (2000-2012)

2.5 Internet Usage and Population Statistics in Some Arab Countries

2.6 Summary of Yemeni Banks in Yemeni Banking System

2.7 Electronic Banking in Yemeni Banks

28  ATMs Operated by Conventional and Islamic Banks, 2005-2012

2.9  Internet Banking Services available to Customers in Yemen

2.10 Definitions of SMEs in some Arab Countries

2.11 Comparison of Behavioral Models in the Adoption of IB

2.12  Types of Electronic Banking Channels

2.13 Summary of Past Studies showing the Relationship between
Usefulness and 1B adoption

2.14 Summary of Past Studies Examining the Relationship between Ease
of Use and IB adoption

2.15 Summary of Previous Studies Examining the Relationship between
Trust and 1B adoption

2.16 Summary of previous studies Examining the Relationship between
Risk and 1B adoption

2.17 Summary of Past Studies Examining the Relationship between
Awareness and IB adoption

2.18 Summary of Previous Studies Examining the Relationship between
ICT Readiness and 1B Adoption

2.19 Summary of Past Studies Examining the Relationship between

Regulatory Support and IB Adoption

Xiv

Page No.
20

22
24
26
27
29
31
33
33
35
50
52

63

65

68

70

73

78

81



2.20 Summary of Previous Studies Examining the Relationship between

Financial Institution Support and 1B Adoption 83
2.21 Summary of Previous Studies Examining the Relationship between
Competitive Pressure and 1B Adoption 85

3.1  Type of SMEs by Number of Employees 107
3.2 Number of Questionnaires to SMEs 110
3.3 Measurement of Construct and Modified Items 113
3.4 Modified Items 118
3.5  Summary of Reliability of Cronbach's Alpha from Pilot Test 120
4.1  Summary of Data Collection and Response Rate 123
4.2 Univariate Outliers 125
4.3  Skewness and Kurtosis for Constructs 126
4.4  Correlation Matrix between Latent Variables 128
4.5  Distribution of Respondent by age 130
4.6  Distribution of Respondents by Education level 131
4.7  Distribution of Respondents by Designation 132
4.8  Distribution of Respondents bt Computer Usage 132
4.9  Distribution of Respondents by Internet Usage 133
4.10 Distribution of Respondents by 1B Usage 133
4.11 Distribution of SMEs by Size 134
4.12 Distribution of SMEs by Type 135
4.13 Distribution of SMEs by Ownership 135
4.14  Descriptive Statistics for all Constructs 136
4.15 Cornbach's Alpha and Composite Reliability for the Constructs 137
4.16 KMO and Bartlett's Test Results 139
4.17 Total Variance Explained 139
4.18 Discriminant Validity for Latent Variables 142

XV



4.19
4.20
4.21
4.22
4.23
4.24
4.25
4.26
4.27
4.28
4.29

4.30

5.1

Recommendation Values of Measurement Variables

Factor loading for all Items

The Results of Measurement (Goodness-of-Fit Indices)

The Results of the Hypothesized Model (Goodness-of-Fit Indices)
The Results of the Revised Model (Goodness-of-Fit Indices)
Hypotheses Testing of Results Model

Results of Multiple Group Modeling (Organization Size)

Results of Multiple Group Modeling (organization Type)

Results of Multiple Group Modeling (Organization Ownership)
GOF of Competing Model (TAM) and (TOE) Framework

Hypotheses Testing Results of Competing Model

Comparison of GOF Indices between Competing and Revised

Models

Summary of the Discussion on Hypotheses

XVi

143
145
146
148
151
155
159
160
162
163

164

164

181



LIST OF FIGURES

Figure No.
2.1  Map of Republic of Yemen
2.2 Technology Acceptance Model (TAM)
2.3 Technology Organization Environment (TOE) Framework
2.4  Conceptual Framework and Hypotheses Model
4.1  Linearity Assumption
4.2 Homoscedasticity Assumption
4.3  Measurement Model for All Variables
4.4  Structural Model (Hypothesized) with Standardized Estimated
4.5  Revised Structural Model with Standardized Estimated
4.6  Significant and Insignificant Path between the Model Constructs
4.7  Path Coefficient between Trust and IB adoption
4.8  Path Coefficient for Full TAM Framework
4.9  Unconstrained Model of Organization Type Invariance for
Attitudinal Factors
4.10 Constrained Model of Organization Type Invariance for Attitudinal

Factors

Xvii

Page No.
18

45
48

95

127
127
147
149
152
156
157

157

160

161



CHAPTER ONE
INTRODUCTON

1.0 INTRODUCTION

This chapter presents the research issue, background of the study and the statement of
the problem. It also highlights the objectives and research questions, brief explanation
of the study’s theoretical, managerial and policy importance. It also provides the

justification of the study, its scope and definitions of key terms.

1.1 BACKGROUND OF THE STUDY

Over the past few decades, the world has seen an unprecedented evolution of
information technology (IT) which has affected life as we know it. All industrial
sectors have been affected by this evolution, especially the services sector. In recent
years, the banking industry has undergone rapid technological changes and
development. As a consequence, banks have launched multiple service access
methods via new delivery channels like the Automated Teller Machine (ATM) and
Internet Banking Service (IBS). The growing importance of Information Systems (IS)
in banks was in the establishment of a fully-fledged IBS by the Security First Network
bank in the USA in October 1995 (Grandy, 1995). IBS is a new type of information
system that uses the innovative resources of the Internet and allows customers to
engage in financial activities through virtual space and environments (Al-Majali,
2011).

IBS is extremely beneficial to both banks and customers. The main benefits to

banks are cost savings, reaching new segments of the population, efficiency, enhanced



reputation and better customer service satisfaction (Nasri, 2011; Khrerwesh, 2011).
IBS also offers a competitive advantage to banks by providing an unlimited
distribution network. Through this technology, banks are able to provide services
electronically such as lowering transaction costs and adding value to the customer-
banker relationship. Internet enables banks to offer high value-financial services at
lower costs (Al-Sukkar & Hasan, 2005).

In addition, Jayawrdhena and Foly (2000) suggest that IBS offers new values to
customers such as reduced costs in accessing and using bank services, increased
comfort and time-saving transactions that can be made seven days a week and 24
hours a day without requiring physical interaction with the bank speed of transaction.
Moreover, a comprehensive IBS strategy is essential for success in the increasingly
competitive financial service market. Competition and changes in technology and
lifestyles have made banking more competitive and innovative. Due to the speed of
technological changes, banks are forced to continuously search for alternative and
innovative products and services to keep up with the rapidly changing world (Jeeven,
2000).

Unfortunately, in spite of all these advantages, many customers of financial
institutions have yet to embrace these technologically advanced services offered by
the banking industry especially in the Middle East and in Yemen in particular (Khalel
& Micheal, 2007; Al-Kibsi, 2010; Al-Majali, 2011). The use of Information
Technology (IT) enables employees to work anywhere. The effect of IT on businesses
has been the subject of many studies in developed countries such as in the USA and
European countries. Many researchers have analyzed psychological, managerial,
infrastructural, organizational and economical factors of diffusing IT with commerce

in developed countries. However, the relationship of IT with commerce in developing



countries has not been significantly studied (Trafdar & Vaidya, 2006). The success of
IB is not determined only by banks or government support, but also by clients’
acceptance. The customers have a great influence to adopt IB and they decide
ultimately on whether they will use IB based on their individual needs (Pikkarainen,
Karijaluoto & Pahnila, 2004).

Since the success or failure of IB is contingent upon the degree of its adoption,
there is a need to investigate which factors influence customers’ intention towards
Internet Banking Adoption (IBA). This study attempts to identify and better
understand these factors by focusing on the Yemeni banks’ customers especially the
small and medium sized-enterprises (SMEs) whereby their knowledge can help the
banking industry to formulate its marketing strategies to promote new forms of IB

systems in the near future in Yemen.

1.2 STATEMENT OF THE PROBLEM

Despite the provision of electronic infrastructure by Yemeni banks and spending
millions of dollars annually to adopt electronic banking, Internet Banking Service
Adoption (IB ADOPTION) is very low and minimal in Yemen (CAC Bank, 2012; Al-
Hareri, 2008; Homaid, 2010; Zolait, Mattila & Sulaiman, 2009; Al-Ajam & Nor,
2013).

According to some researchers in this area, banks in Yemen have websites on Internet
where approximately 45% of them only offer limited services to their customers
through their websites while five banks support customer transactions via the web
(Zolait, 2009; Al-Hareri, 2008; CAC Bank, 2012). However, active Internet services
in the business affairs of Yemeni banks and trade companies have not reached the

required level at which the Yemeni business can benefit from participating in



electronic commerce (e-commerce) activities (Zolait, Ibrahim & Farooq, 2010; Al-
Kibsi & Lind, 2011). According to CAC Bank (2012), electronic banking services
have affected the performance of Yemeni banks negatively through their negative
impact on profitability. This is because bank customers still depend on traditional
channels to carry out their banking transactions.

Some customers report a feeling of dissatisfaction with technology based banking
service quality because they have high perceived risk, distrust, difficulty of use and
lack of awareness towards the use of IB and its benefits. They also have a low level of
users’ knowledge of security technologies and mechanisms applied in Internet
transactions (Zolait et al., 2009; Al-Hareri, 2008; Al-Kibsi, 2010; MarebPress, 2009;
CAC Bank, 2012). Some of the main reasons of very low IB adoption in developing
countries especially in Yemen, could be declining and lack the environmental factors
such as information communication technology (ICT) readiness, regulatory support,
financial institution support and competitive pressure (Al-Nahian, Shahriar &
Nayeema, 2009; Al-Hareri, 2008; Nupur, 2010; Worku, 2010; Zolait, 2009; Alasrag,
2008; Al-Kibsi, 2010; Al-Majali, 2011).

In contrast, the Yemeni government encourages implementing IT projects that
enable payment and transaction systems through the Internet like e-Rail, e-stamp, e-
payment of electricity, water and telephone bills. The government had also reduced
about 40% of the cost of Internet tariff in 2011 (Ministry of Telecommunication and
Information Technology, 2011). This is because Yemen needs a modern and strong
banking system of easy-money transactions which cannot be achieved without the
adoption of IB. This becomes more relevant when the government of Yemen joined

the World Trade Organization (WTO) in 2014 (Ministry of Industry and Trade, 2014).



Yemen also occupies an attractive geographical position in the Maria trade route
covering the Middle East, North Africa and European countries.

In terms of focus, previous studies have mainly emphasized on individual
customers or large corporate firms but small and medium sized-enterprises (SMEs)
have often been ignored (Padachi, Rojid & Seetanah 2010). There is a need to
research on identifying factors that influence the adoption of IB by SMEs. This is
because, micro, small and medium enterprises (MSMEs) in Yemen represent
approximately 90% of the workforce and they also contribute to 95% of the country’s
GDP (Ministry of Industry and Trade, 2011; Alasrag, 2008). Another reason is
because the Internet can be used effectively in the business-to-business context
(Alnsour & Al-Hyari, 2011). Business-to-business IB is chiefly concerned with
communications and transactions conducted using Internet based technologies;
therefore, this research attempts to bridge this gap by investigating the use of IB
among Yemeni SMEs.

Prior studies on IB adoption have been mainly conducted in developed
countries. Given the different population and culture in Yemen from developed
countries, it is necessary to identify the factors that are more relevant to this context.
Moreover, most of the technology adoption theories and models have not been
extensively tested outside developed countries. Only few studies have been done in
Jordan (Al-Majali, 2011; AbuShanab, 2005), Oman (Al-Hajri 2008), Mauritius
(Padachi et al., 2010), Bangladesh (Al-Nahian et al., 2009), Yemen (Zolait et al.,
2009; Al-Kibsi, 2010), Saudi Arabia (Al-Somali et al., 2009) and Nigeria (Francis &
Babajide, 2009).

Furthermore, previous studies did not identify the prominent predictors utilizing

an integrated framework based on human psychological behavior and environmental



support factors. In addition, there are three moderators that indirectly impact behavior
intention to adopt IB. The three moderators are size, type and ownership of
organization. Therefore, this study fills this gap by introducing a conceptual
framework merging the Technology Acceptance Model (TAM) into the Technology
Organization Environment framework (TOE). Thus, the model generated from this
research may be a useful tool for academics to understand how these factors are

related.

1.3 RESEARCH OBJECTIVES

This research tries to add to the body of knowledge in the area of technology
acceptance and extends our knowledge of the factors affecting 1B adoption by SMEs
in Yemen. Therefore, this study seeks to achieve the following objectives:

1. To examine the level of intention to adopt 1B applications among SMEs.

2. To determine the important predictors of SMEs’ intention towards IB
adoption.

3. To investigate the relationship between attitudinal factors (usefulness, ease
of use, risk, trust and awareness) and intention towards IB adoption by
SMEs.

4. To examine the relationship between environmental factors (ICT
readiness, regulatory support, financial institution support and competitive
pressure) and intention towards 1B adoption by SMEs.

5. To investigate the role of demographic factors (size, type and ownership
of the organization) as moderators in the intentions towards IB adoption

by SMEs.



6.

To evaluate the applicability of the Technology Acceptance Model (TAM)
and the Technology Organization Environment (TOE) framework as

underpinning theories to explain IB adoption in Yemen.

1.4 RESEARCH QUESTIONS

1.

2.

5a.

5b.

What is the level of intention to adopt IB applications among SMES?
What are the important predictors of SMEs’ intention to adopt IB?

What is the relationship between attitudinal factors (usefulness, ease of
use, trust, risk and awareness) and intentions towards IB adoption by
SMEs?

What is the relationship between environmental readiness factors (ICT
readiness, regulatory support, financial institution support and competitive
pressure) and intention towards IB adoption by SMES?

Do size, type and ownership of organization moderate the relationship
between attitudinal factors and intention towards IB adoption?

Do size, type and ownership of organization moderate the relationship
between environmental factors and intention towards 1B adoption?

How can the underpinning theories of Technology Acceptance Model
(TAM) and Technology Organization Environment (TOE) framework be

used to explain IB adoption in Yemen?

1.5 SIGNIFICANCE OF THE STUDY

Studying IB determinants in developing countries like Yemen does not only serve the

development of technology in Yemen but can contribute to the body of knowledge in



