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Abstract

This paper is an empirical study especially to understand recent Chinese internet banking users” behav-
lor and intentions through the process quality, outcome quality, customer satisfaction, reuse and word of
mouth on internet banking service. The results of this study are as follows. First, percieved process qual-
ity of internet banking service affects the outcome quality, and both quality have a direct relation to cus-
fomer satisfaction. ft is found that Chinese internet users perceive a difference between process quality
and outcome quality of internet banking service. And the reuse of the internet banking is decided by cus-
tomer satisfaction as well as the word of mouth of the internet banking.

For successful internet banking business in China, internet marketers should recognize thatthe service
quality consists of the process quality and the outcome guality, and they should organize a new campaign
that takes this information into consideration. And considering the process quality effect, they should pay
attention to service process as well as the direct merit of services.. And if an internet banking service
properly meets customer demands, internet users would constantly use internet services and would share
good experiences with their neighbors. Therefore the result of our study will be of working-level help for
financial company in China.
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1. Introduction

Information and communication technology
enables traditional financial institutions to ex-
pand their business to and through the internet.
Internet banking is an internet based service
enabling people to do financial transactions, ac-
count management, and so on [Hua, 2009]. In
essence, internet banking is an electronic con-
sumer interface and an alternative channel of
distributions [Bradley and Stewart, 2003]. All
main financial services featured by a traditional
bank can be fulfilled through internet banking
[Hua, 2009]. Internet banking has been regarded
as the most important way to reduce cost and
maintain or enhance services for consumers.
Due to the usefulness of internet banking, it has
been introduced and used in many banks and
in many different countries' [Calin, 2002; Kari et
al., 2006, Laforet and Li, 2005].

China is one of the most promising markets
for the internet business. According to the 23rd
Statistical Survey Report on internet develop-
ment in China published by the China Internet
Network Information Center in January 2009
[CNNIC, 2009], by December 31, 2008, China
had reached 298 million internet users. Internet
penetration in China had reached 22.6%, sur—
passing the world average. The number of in-
ternet users in China had increased by 88 mil-
lion from 2007, an annual growth rate of 41.9%.
These numbers suggest that China is still ex—
perienceing rapid growth in internet usage.
China surpassed the United States in its num-
ber of internet users in June 2008, and is now

ranked first in the world. The internet pene-

tration rate in China has realized another leap
forward, catching up with and surpassing the
average level in the world [CNNIC, 2009].
Developments in internet technology should
result in a sustained banking revolution. Driving
this revolution are changes in customer expect-
ations, rapid technological advances and intense

industry competition that have placed extra—

~ ordinary pressure on China's nascent banking

sector to modernize and reform [Stakelbeck,
2005]. To better compete in this market, it is
suggested that internet banking service may be
an effective strategic response [Lu et al., 2005].
Internet banking services in China are expected
to grow quickly. However, only 23.4 percent of
Chinese internet users use online banking serv-
ices, far lower than the 39.1 percent in Korea
and the 53 percent in the United States accord-
ing to China Internet Network Information
Center [CNNIC, 2009].

The fast-changing environment increases the
difficulty of obtaining a clear and

current understanding of Customers [Zhang,
19961. So we need to study the present Chinese
customers in order to understand the huge fi-
nancial market’s future. But previous researches
[Hua, 2009; Zhao et al., 2008} have shown that
comsumer adoption is influenced by different
factors.

Therefore we surveyed internet user's be-
havior using internet banking service in China
and analyzed service quality, customer sat—
isfaction, reuse and word of mouth that influ-
enced the continuous usage of internet banking
service in China. This study uses a research

model that involves the service quality—cus-—
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tomer satisfaction model. Especially, we re-
search whether Chinese internet users dis-
tinguish process quality and outcome quality in
internet banking services, and what is relation—

ship among the relative items of the model.

2. Theoretical Background

2.1 Process Quality and Outcome Quality

Marketing literature has defined service qual-
ity in terms of what users receive during their
Interactions with service providers, and how
this technical quality is provided to the recipi—
ents [Gronroos, 1984; Parasuraman et al., 1983].
Gronroos [2000] divided service quality into two
components, functional quality and technical
quality. Functional quality is defined as the
process that a customer perceives for the dura-
tion of a service. Technical quality is defined as
the outcome that a customer perceives from a
service,

SERVQUAL, a common service quality mea—
surement method that measures 5 dimensions
[Dabholkar and Overby, 2005; Kang, 20061, can
be used to measure the interaction process be-
tween a customer and a service provider
[Parasuraman et al, 1988). There are studies
that Reliabihity and Responsiveness are the
outcome quality measure [Brady and Cronin,
2001; Hui et al, 2004] and that the division of
the process and the outcome is equivocal [Liosa
et al., 1988]. Reliahility and Responsiveness
measurements are concerned with the process
guality; they measure how customers are given
services, and there is a clear difference between

the process and the outcome [Rha and Rhee,

20081, Qutcome quality is the quality of service
that the customer perceives [Rha and Rhee,
2008]. Prior studies [Wong and Sohal, 2003;
Powpaka, 1996; Brady and Cronin, 2001] in-
dicate that there are several outcome quality
variables that define percelved experience qual-
ity : superiority, receptivity, satisfaction, tangi-
bility, and significance of service quality.

There have been studies that suggest that
SERVQUAL lacks the ability to explain and
predict service quality. SERVQUAL is seen as
a method to measure the process quality of the
interaction process between a consumer and a
service provider [Llosa et al., 1998; Yi and Lee,
2001]. Therefore it has been increased the stud-
ies considering difference of process quality and
outcome quality recently [Brady and Cronin,
2001; Dabholkar and Overby, 2005; Rha and
Rhee, 2008]. These studies investigated the caus-
al relationship between process quality, outcome
quality, and customer satisfaction. Rha and
Rheel2008] argue that process quality and out-
come quality are antecedents of customer sat-
isfaction in their study in public services. Their
study indicates that process quality has both
direct and indirect influences on the outcome
quality of customer satisfaction.

In the Service Value Chain, the process al-
ways precedes the outcomelSlack et al., 2004].
The Service Value Chain 1s defined as the fol-
lowing : the process quality is the service qual—-
ity a customer perceives for the duration of
services, and the outcome quality 1s the service
quality that the customer percetves after having
received services. In this sequence, process

quality precedes outcome quality, so in a causal
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model, perceived process quality for the dura—
tion of a service affects the outcome quality of
that service.

Based on the aforementioned information,

Hypothesis 1 is proposed as follows :

Hypothesis 1 : The perceived process quality
of internet banking affects the
perceived outcome quality of

internet banking.

2.2 Process Quality, Outcome Quality, and
Customer Satisfaction

Customer satisfaction/dissatisfaction models
effectively predict customer behavior in a vari-
ety of contexts[Oliver, 1997). Customer sat-
isfaction is evaluated based on a customer’s re-
cent service experiences(Boulding et al., 1993].
Evaluations of customer satisfaction should be
based on all purchase experiences of a customer,
not on any specific purchase expertence
[Johnson and Fornell, 1991]. Previous studies of
conventional retailing have pointed out that
service quality positively influences customer
satisfaction [Cronin et al., 2000; Johnson and
Fornell, 1991]. Similar conclusions have been
proposed in studies of website and online shop-
pinglLee and Lin, 2005; Park and Kim, 2006].
Among studies of the telecom industry, Wang
et al. [2004] investigated the telecom industry
in China, and Kim et al. [2004] investigated mo-
bile phone services in South Korea respectively.
These studies supported the idea that service
quality positively influences customer sat-
isfaction[Kue et al., 2009]. The researches of fi-

nancial services, in particular, adopted service
quality dimensions on customer satisfaction [Yi
and La, 2003} and supported service quality ef-
fects for customer satisfaction [Lim and Choi,
2007; Yi and La, 2003].

We divided service quality of internet bank-
ing service into process quality and outcome
quality. And the following hypotheses can be
proposed :

Hypothesis 2 : Perceived process quality of
internet banking affects cus-
tomer satisfaction with inter—
net banking.

Hypothesis 3 : Perceived outcome quality of
internet banking affects cus-
tomer satisfaction with inter-
net banking.

2.3 Customer Satisfaction, Reuse, and Word
of Mouth

Achieving high customer satisfaction has
become the central focus of most firms’ corpo-
rate strategies. According to Parasuraman et al.
[1988], the cumulative perspective of the trans-
action is a more effective factor for evaluating
the service performance of firms, and more ef-
fective for predicting consumers post-purchase
behaviors [Wang et al., 2004].

The results of previous customer service
studies [Kettinger et al, 2009] indicate that
customer satisfaction with information systems

influences a user’s decision to reuse a service
[Brady et al., 2001; Cronin et al., 2000; Lee and
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Lin, 2005]. Consumers that experience a higher
level of satisfaction tend to have stronger in—
tentions to repurchase or recommend the pur-
chased product [Zeithaml et al., 1996]. When
customer satisfaction 1s enhanced, repurchases
can occur more frequently. Studies of mobile
services in Canada and China support this ar-
gument [Turel and Serenko, 2006; Wang et al.,
2004]. Lin and Wang[2006] discovered a pos-
itive relationship between customer satisfaction
and customer loyalty in their study of mobile
commerce. Studies of information system [DeLone
and McLean, 2003; Bhattacherjee, 2001; Chot
and Kong, 2008] success support the relation-
ship between user satisfaction and user behav-
ior, as well as the causal relationship between
satisfaction and information system retention
behavioral intention.

About word of mouth, many previous stud-
ies[Yi and Lee, 2006; Beak and Han, 2007] sup-
port the customer satisfaction was a significant
antecedent to word of mouth.

Hypothesis 4 and Hypothesis 5 follows :

Hypothesis 4 : Customer satisfaction with
mternet banking affects re—

use of internet banking.

Hypothesis 5 : Customer satisfaction with
internet banking affects re~
commend of internet banking.

24. Internet banking service in China

Internet banking grew slowly in 2008, and the
present use rate was 23.4% [Zhe, 2008]. The

primary users of internet banking are college

students and white collars. College students
have basically opened corresponding bank ac—
counts when they enter college to facilitate the
management of schools and finanacial manage-
ment between students and parents. College
students and white collars who have received
higher education have better skills for internet
operation, and have very strong use demand of
internet banking. But they do not trust the se-
curity of internet banking business at present,
which affects the rise of the user proportion
[CNNIC, 20091,

The bank in China has seen extensive growth
in its internet banking program recently with
several large cities too.

According to Stakelbeck’s report [2000] the
Industrial and Commercial Bank of China, the
country’s largest state-owned commercial bank,
noted that its internet banking transactions to—
taled 17 trillion yuan in the first five months of
2005, up 27 percent from the same period in
2004. This marked a dramatic increase from only
five years ago when internet banking transactions
totaled only 154 billion yuan.

In July 2004, China Construction Bank (CCB),
the largest internet bank in Hong Kong serving
over 60 percent of the online bankers in the city,
reported its internet banking business was de-
veloping rapidly. In October 2004, CCB noted
that over 10 million new online banking ac-
counts were opened in 2004, while transaction
volumes grew by 40 percent over 2003 figures.
The bank recently described its e-banking
service as “a core strength and fundamental to
its business” [Stakelbeck, 2005].

The Chinese government has also recognized
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the importance of internet banking to the coun-
try’s continued economic growth. The People’s
Bank of China, the country’s central bank, an-
nounced in September that it would oversee all
electronic payment businesses and grant li-
censes for internet service providers.

China is in the midst of a sustained banking
revolution [Stakelbeck, 2005).

The success of the revolution depends on
whether the bank meet the banking needs of a
growing internet banking users or not. There-
fore China will need to implement a financial
modernization program that addresses both the
vast opportunities and inherent risks associated
with an internet banking system.

Our study covers many concepts and hypo-
theses for examining what affects customer’s
behavior of internet banking service in China.
The research model proposed in this study is
depicted in <Figurel>.

3. Hypothesis Testing

3.1. Data Collection

This study aims at examining what influence

to customer satisfaction and post-use behavior

Process
Quality
H2
|

T~a Customer —
Hi / Satisfaction ~__

v
H3
Outcome
Quality

of internet banking and what relationship is be-
tween the factors.

A questionnaire was created in containing
items that reflected the research model using
related works

As for the data collection, a questionnaire
written in Chinese, the research subject in this
study consists of Chinese consumers who are
currently using, or have used, the internet bank-
ing services. Most of the respondents were col-
lege or graduate school students. The reason
for choosing this specific type of consumer is
that they are the users who are the active in-
ternet users and use a lot of the internet on
searching information[CNNIC, 2009]. The sur-
vey was conducted during the period of March
23th 2009 to April 3th 2009. A total of 300 ques-
tionnaires were distributed, among which 270
were collected and used in the analysis. The
distribution of the sample was 157 males (58.1%)
and 113 females (41.9%).

3.2. Variables and Measurement

Simply defined, internet banking is “an elec-
tronic channel used to provide retail and com-

mercial banking products and services to cus—

/v
H5
\ Word of
Mouth

{Figure 1) Research Model
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tomers.”

The definition Process quality and Outcome
quality follows that of Rha and Rhee[2008] : the
process quality that customer perceives for the
duration of service and the outcome quality that
customer perceives from outcome of service.
The measurement items of process quality
were selected with SERVQUAL instrument seen
as the process quality [Dabholkar and Overby,
2005; Kang, 2006]. The measurement items of
outcome quality were selected with reference to
Rha and Rhee [2008].

And the definition of customer satisfaction,
reuse and recommend follows that of Kettinger
et al. [2009], Reuse and Word of Mouth effect
were measured using existing items, Customer
satisfaction was assessed by overall satisfac—
tion scale.

The collected data were analyzed using the
program SPSS windows 16.0 and Amos 16.0

3.3. Reliability and Validity Tests

A reliability analysis and validity analysis
were conducted on the measurement items for
the conceptual variables used in this study, that
is, the value of process quality, outcome quality.

An exploratory factor analysis was conduc-
ted for validity verification using the Varimax
rotation method and maximum likelihood me-
thod. Based on the factor analysis results, the
items with little common features of measure-
ment variables or those that belonged to other
concepts were excluded. Cronbach's a-value
was used to verify the internal consistency of

the concepts that were confirmed by the factor

analysis. According to Nunnally [1978], an Cron-
bach’s a-value higher than 0.7 can be interpre-
ted as having reliability, while value is 05 in
exploratory studies. <Table 1> present Cron-
bach’s a-value of the measurement tool and the
factor analysis results of the measurement items
obtatned by using the varimax method. According
the results, Each factor confirmed the reliability
and validity.

Next, a confirmatory factor analysis was
conducted on the measurement items that were
verified by exploratory factor analysis and reli-
ability testing. <Figure 2> shows exploratory
factor analysis of reuse and word of mouth.
According to the confirmatory factor analysis
results, even though the Adjusted Goodness of
Fit Index (AGFI) value is relatively low consid-
ering the goodness—of fit standard, it does not
impose problems in assessing the convergent
validity <Table 2>.

As such, the rehability and validity of the da-
ta were confirmed, implying that the data are
appropriate for hypothesis testing.

{Table 1) Exploratory Factor Analysis and Reliability Test

Item Factorl | Factor2 | Cronbach’s a
Process quality 1 891 124 0.884
Process quality 2 848 216
Process quality 3 92 300
Process quality 4 742 426
Process quality 5 630 150
QOutcome quality 1] .152 909 0.774
Outcome quality 2| 300 829

Eigen Values 3.267 1.870
% of Variance | 46.667 | 26.711
Cumulative % 46.667 | 73.378
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Reuse!
0.910™ W WOM1
‘ > Word of
/ 0819 Mouth 0815”
- (0.187)
Reuse? 0.900 WOM2
“* p<0.001
( ) is sampling error
X’ =7.059 (df =1, p=008),
GF1=0987, AGFI=03872, RMR =0.029
(Figure 2> exploratory factor analysis of Reuse and Word of Mouth
{Table 2y Confirmatory Factor Analysis
Item Estimate Standard Estimate t-value p-value
Reuse 1 1.000 0910
Reuse 2 1.087 0.900 1834 0.0001
Word of Mouth 1 1.000 0.855
Word of Mouth 2 509 0815 13648 0.0001
x2 =70093(d.f. = 1, p=0.08) GFI=0987, AGFI=0.872, RMR =0.029

3.4 Hypothesis Testing

Prior to the hypothesis testing, a test GFI of
research model was conducted. <Figure 3>
shows the result of this analysis.

The Chi-square statistic was 172.635, d.f. =
49, p=0.000, indicating an adequate model fit.
The RMR was 0.83, GFI was 0.908, AGFI was
0.854. The Adjusted Goodness of Fit Index
(AGFD) value is relatively low and The RMR
was a little great. But the test results indicate
that the model is appropriate for the hypothesis
testing.

Hypothesis 1, which assumes a relationship

between process quality and outcome quality,

was not rejected at the 99.9% significance level.
This implies that perceived process quality of

internet health information influence to per-

Process
Quatity "
0.631
0.851
Customer
0.688 " Satisfaction 4.

»L 2T 0908
0.327

Outcome Word of
Quality Mouth
" P(0.05 T P(0.01,  P(0.001

«?=172.635 {d.f, =49, p=0.000)
GFI=0.908, AGFI=0,854, RMR =088

{Figure 3) Results of the analyses
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{Table 3> Summary of Hypothesis Testing

H Path Path Coefficient t-value p-value Result

H1 | Process Quality — Outcome Quality 0.638 8.684 0.000 Supported

H2 | Process Quality — Customer Satisfaction 0.631 7.250 0.000 Supported

H3 | Outcome Quality — Customer Satisfaction 0327 4076 0.000 Supported

H4 | Customer Satisfaction — Reuse 0.851 11.721 0.000 Supported

Hb | Customer Satisfaction — Word of Mouth 0.908 10.562 0.000 Supported
cerved outcome quality. Hypothesis 2 concerns 4. Conclusion

the relationship between process quality and
customer satisfaction. The path estimate was
0.631, the hypothesis was not rejected at a sig-
nificance level of 99.9%. So Process quality in-
fluences direct to customer satisfaction.

Hypothesis 3 is about the relationship between
outcome quality and customer satisfaction.
P-value of this path was 0.0001, the hypothesis
was supported at a significance level of 99.9%.
Therefore the result verified that outcome
quality of internet banking has influence to in-
ternet user's satisfaction.

Hypothesis 4 concerns the relationship be-
tween customer satisfaction and internet hank-
ing reuse. The path coefficient was 0.851 and
was adequate at a significance level of 99.9%.
The result shows there is strong relationship
between customer satisfaction and reuse of in-
ternet banking in china. And the analysis of
hypothesis b indicates that customer satisfaction
influences direct to word of mouth intention.
The p-values of them are lower than 0.001 with
a statistical significance and the path coefficient
1s 0.908. Hypothesis 5 was supported at a sig—
nificance level of 99.9%.

The results are summarized in <Table 3>

In order to understand the Chinese internet
banking users’ behavior and intention, the in-
terrelationships among process quality, outcome
quality, customer satisfaction, reuse and word
of mouth on the intermet banking services are
analysed and empirically investigated in this
study. The results of this study are as follows.

First, percieved process quality of internet
banking service affects the outcome quality,
and both two have a direct effect to customer
satisfaction. It is found that Chinese internet
users should perceive a difference between
process quality and outcome quality of internet
banking service.

Internet banking users have got more and better
skills and experiences for internet operations
through using other internet services. So they
should be sensitive to the process quality of in—
ternet banking. Chinese college students whom
we surveyed have already experienced the
internet banking service and were intelligent
enough to distinguish the difference between
the process quality and the outcome quality in
their internet banking.

Therefore, for successful internet business in
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China, internet marketers should recognize that
the service quality consists of the process qual-
ity and the outcome quality, and they should
organize a new campaign that takes this in-
formation into consideration. And considering
the process quality effect, they should pay at-
tention to service process as well as the direct
merit of services.

It 1s also found that the reuse and the word
of mouth of the internet banking should be de-
cided by customer satisfaction. In Chinese in-
ternet banking service, customer satisfaction is
antecedent to reuse and word of mouth like
various service models. For continuous use and
maximization of word of mouth effects in Chinese
internet banking, the bankers focused on cus-
tomer satisfaction. But customer satisfaction
changes according to customer expectation of
the services. Chinese consumers are going to
have more internet experiences as time progre-
sses, and they will scrutinize internet services.
If an internet business properly meets these de-
mands, internet users would constantly use in-
ternet services like internet banking and would
share good experiences with their neighbors.

The Chinese market will need more and bet-
ter services as time goes on, and China's mar-
ket potential is enormous. Still there are a vari-
ety of barriers that tend to prevent foreign cap-
ital from entering the service industry in China;
however, the nature of the internet market is
decidedly more open, with relatively less rest-
rictions.

The result of our study, Chinese internet
banking users perceive the quality in detail like

process and outcome and there are close rela-

tionship among relative variables, will be of
working-level help for financial company in
China. For doing a successful business of inter-
nef banking service in China, the marketers
should always keep the findings of this study
in mind.

Although the sample size might not be suffi-
cient enough to cover the explosive growth of
the Chinese internet market, Chinese internet
banking users surveyed in this study are to be
potentially the most powerful consumers in
China sooner or later. It is also should be con-
sidered that most of the internet users in China
do not actively use the intemet for banking
service yet. So in future researches in this area
it 1s need that the researchers should take these
limitations into account and conduct more

specified studies.
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