Understanding the Adoption of Electronic Banking in China

Sherah Kurnia, Fei Peng, Yi Ruo Liu
The University Of Melbourne
Sherahk@unimelb.edu.au

Abstract

Electronic banking (e-banking), facilitated by
various Electronic Commerce (EC) technologies, has
helped commercial banks to stay competitive through
productivity gains, transaction cost reduction and
customer service improvement. Despite its benefits,
however, developing countries still lag behind
developed countries in the adoption of e-banking. To
address the lack of studies on e-banking adoption in
developing countries, this paper explores factors
impacting e-banking adoption in China, as an example
of a developing country. Facing an intense competition
from foreign-owned banks, Chinese domestic banks
have recently been actively engaged in e-banking
initiatives. A research framework developed based on
technology-organizational-environmental framework is
used to guide the study. The findings from this study
involving one of the four state-owned banks
complement the existing knowledge in this area to
better understand the adoption and development of e-
banking in China.

1. Introduction

Electronic banking has triggered massive change in
the commercial banking practices since it was first
introduced as “home banking” services by the four
major New York banks in 1981 [1]. While there are
differing definitions related to e-banking found in the
literature, in this study, e-banking refers to performing
banking transactions using electronic medium. It
covers various initiatives such as Internet banking,
Internet payment system, phone banking, and mobile
banking, to name a few. It enables customers to
perform banking transactions without visiting a brick-
and-mortar banking institution. Capitalising on e-
Commerce’s (EC) ability to offer productivity gains,
transaction cost reductions, improved customer
services and flexibility in fulfilling customers’
changing needs and lifestyles, e-banking has enabled
banking institutions to compete more effectively in this
global environment, extending their products and
services beyond the restriction of time and space [2].

However, mirroring the development of e-
commerce, the adoption and diffusion of e-banking is

far from uniform, especially between the developed
and developing worlds [3]. The developed countries
have experienced widespread e-banking use and
enjoyed its many benefits [4]. On the other hand, the
developing countries has just started to embrace the
concept of e-banking in recent years [1]. It is believed
that in the long run, developing countries could benefit
more from e-banking than developed countries since
they could leap frog their technology development by
learning from the experiences of the developed nations
[5]. However, during this development processes, it is
expected that the developing countries will face many
unexpected and complex factors that inhibit the speed
and scale of e-banking adoption [6].

In order to encourage further e-banking adoption in
developing countries, a better understanding of the
drivers and barriers impacting e-banking adoption is
critical [4]. By gaining an in-depth understanding of
the factors and conditions that influence developing
country’s ability to fully adopt and realise its benefits,
strategic implications can be generated for the
researchers and practitioners regarding how to promote
the growth of e-banking in the developing countries.
However, despite the importance of these adoption
studies in developing countries, limited studies are
currently available [3, 4, 7, 8]. Therefore, more studies
are still required to understand the relevance of e-
banking in developing countries and to identify areas
the developing countries lag behind which inhibit their
e-banking adoption and diffusion.

To address the current gap in the literature, this
research project is designed to assess the e-banking
adoption situation in People’s Republic of China, as an
example of a developing country. The research
questions addressed are:

1. What are the drivers for e-banking adoption in China?
2. What are the barriers to e-banking adoption in China?

China is chosen as an example of a developing
country because of its unique position and condition. It
has experienced a rapid economic development with an
annual GDP growth rate of about 10% [4, 7].
Furthermore, China’s economic power, market
potential, and infrastructure development through
various Golden Projects particularly the Golden Card
Projects to develop e-banking in China provide a rich



ground for e-banking growth [4]. Furthermore, China’s
relatively immature technical, legal and e-commerce
infrastructures make it a representative case for
developing countries [4, 6].

Specifically, a domestic state-owned bank in China
was chosen as the context of the study for a number of
reasons. Firstly, Chinese banking industry is not
generally well understood since it had enjoyed a strong
government protection from foreign competitors over a
long period of time [4]. Currently, there are still limited
studies about the adoption of e-banking by Chinese
domestic banks [7]. Choosing one of the big four state-
owned domestic banks reflects the mainstream banking
practices in China. These state-owned banks control
the majority of market share in China’s banking sector
and enjoy abundant resources. Therefore, they are in a
position to engage in various EC initiatives including
e-banking development and their experiences will
consequently provide us with a rich picture of e-
banking adoption in China [9]. Furthermore, although
e-banking is widely known as an effective strategy to
compete in the market, well-established domestic
banks in China are often considered rather
conventional in carrying out business processes and
following the long-standing tradition [7]. Therefore, a
better understanding of the adoption of e-banking
particularly the key drivers and barriers through an in-
depth study of a Chinese domestic bank will enrich the
existing knowledge in this area.

This study is built upon the previous recent studies
on e-banking adoption in China that are currently
limited in number [3]. Lu et al. [7] explore four factors
affecting the Internet banking investment by banks in
China through a survey study. The understanding
obtained is limited by the nature of quantitative study
that generally lacks in depth and the limited factors
investigated [44]. Other studies [3, 4] assess e-banking
from the consumers’ point of view and hence the
findings are limited to consumers’ behavior and
perception towards e-banking.

To complement the previous studies, in this study
we use the technology-organization-environment (TOE)
framework of Tornatzky and Fleischer [18] to help
identify a more complete set of factors affecting the
adoption of e-banking in China than those currently
understood. Through an in-depth case study, this study
indicates that the growth of e-banking in China is
mainly driven by the competitive pressure created by
the foreign banks and the strong support from the
Chinese government. For the company under study, the
e-banking adoption is also driven by the top
management support, the availability of the resources
within the company and the perceived benefits. Issues
related to limited infrastructure and immature legal

framework to protect e-banking customers have been
identified in this study, but they can arguably be
addressed through further support from the
government. However, addressing issues related to
reluctance of banks’ customers to use e-banking
services due to distrustful culture and high uncertainty
avoidance among the Chinese society will be
challenging.

In the next section, an overview of the e-banking
development in China is presented. Then the research
framework and the research method used in this study
are outlined, followed by the discussion of the
participating organization, the e-banking initiatives
currently employed, benefits and issues/barriers
experienced. Finally, some implications of the findings
and possible future studies are highlighted to conclude
the paper.

2. E-Banking Development in China

As a large and typical developing country with an
ambition to become one of the world’s economic
superpowers, China understands the importance of EC
and has put a significant effort towards developing
various EC initiatives including e-banking within the
banking sector. Expanding from large cities such as
Beijing, Shanghai and Guangzhou to coastal and inland
big cities [10], the Chinese EC market has been
growing rapidly and is predicted to reach $654.3
billion by 2010 [11].

In order to address the escalating competition
brought by the opening of the banking sector to foreign
players, China’s domestic banks are currently being
proactive in devising and implementing strategies to
advance their e-banking products and services [7]. The
first generation of electronic banking was introduced
by the China Merchant bank in 1997, in the form of
internet payment system. Other major banks followed
and introduced the same system between 1998 and
1999 [3]. Online banking services with rudimentary
functionalities such as electronic bill payment and fund
management were then gradually made available to the
retail and corporate customers between 1999 and 2001.

As economies further developed and EC activities
grew, the demand for more e-banking functionalities
increased dramatically, promoting another round of e-
banking service development among the Chinese
domestic banks around 2001 [7, 12]. The second
generation e-banking, which addresses the demand for
increased sophistication in wealth management,
provides additional functions that would facilitate
investment activities such as the purchase and sale of
stocks, currencies and mutual funds. Meanwhile, the
basic asset management functionalities such as bill



payment and fund transfer were also redeveloped to
improve usability and convenience. More stringent
security measures such as the deployment of USB
security token, known as “U Shield” was rolled out in
2002, amid the widespread concern about the
reliability and security of e-banking services.
According to the latest research report on electronic
banking conducted by the China Financial Certification
Authority, around 20% of bank account holders has
adopted e-banking in the urban areas, while around
40% of corporate account holders conducts their
transactions online in 2008 [12].

Although e-banking in China has experienced a
significant growth in the past several years, it is still
regarded in its early stage of development compared to
the e-banking adoption and utilisation rate in the
developed nations [4, 8]. There are major problems
that impede the growth of e-banking which include the
lack of standard legal system, the inability to develop
technology infrastructure at a compatible pace with
China’s e-banking development needs, and low
acceptance of e-banking by the Chinese community in
general [3, 4, 8].

3. Research framework

To explore the key drivers and barriers to e-banking
adoption in China, this study is guided by the
technology—organization—environment (TOE)
framework proposed by Tornatzky and Fleischer [18]
which is designed for studying the likelihood of
adoption success of technology innovations. This
framework is a comprehensive and well received
framework in the context of innovation adoption by
organizations and has been used in many studies [13-
16]. According to Tornatzky and Fleischer [18],
technology adoption within an organization is
influenced by factors pertaining to the technological
context, the organizational context, and the external
environment.

Based on this, we developed our research
framework to summarize possible key factors affecting
e-banking adoption as shown in Figure 1. The
environmental  context refers to the external
environment in which an organization operates and its
condition for supporting the development of e-banking
services, while the organizational context refers to the
organization’s characteristics that influence its ability
to adopt and use e-banking. The technological context
refers to adopter’s perception of e-banking attributes
[13, 15, 17-18]. Typical characteristics of technology
considered in technology adoption studies are based on
Roger’s diffusion of innovation theory [17] which
include relative advantages (perceived benefits),

compatibility, trialability, complexity and perceived
risks) [13, 14, 17]. For each context, various factors
have been identified from the literature but only those
that are considered relevant for e-banking adoption are
included in the framework. Details of factors
considered in this study are discussed below.

Environmental Context Organizational Context

> Competitive pressure > Firm size

> Government support > Top management

> Legal framework support

> National infrastructure > Financial and human
>

National culture

N, L

E-Banking Adoption

resources

Technological Context
> Perceived benefits
> Perceived risks

Figure 1: Research Framework (adapted from [7,
14, 18))

3.1. Technological Context

It appears that there is a lack of consensus on what
factors belong to this context. For example, one study
[13] includes technology competence covering existing
technology infrastructure and skills to utilize the
technology in this context, while other studies [14, 15]
consider some relevant characteristics of technology.
To avoid overlapping between technology and
organizational contexts, in our framework we only
consider the relevant attributes of e-banking [14]. We
consider factors related to technology competence are
more relevant to the organisational context. In addition,
only perceived benefits and perceived risks are
considered in this study. Since e-banking investment
was found not to be correlated with IT maturity (IT
management sophistication) [7], we consider
compatibility and complexity to be irrelevant in the
context of e-banking adoption.

Perceived benefits

Perceived benefits of e-banking cover both direct
and indirect benefits for the banking institutions. Direct
benefits include the savings on operational cost,
improved organisational functionality, productivity
gain, improved efficiency and increased profitability.
Indirect benefits include the opportunity or intangible
benefits such as improved customer’s satisfaction
through improved services, improved banking
experience and fulfilment of their changing needs and
lifestyle [7, 20, 21].

Perceived risks



One of the important risks faced by banking
institutions in offering e-banking services is the
customers’ resistance to use the services which
significantly hinder the growth of e-banking [3, 4].
Issues related to security have always been a concern
when dealing with technologies related to online
transactions such as e-banking [14, 17]. Therefore, the
perception of the risks regarding e-banking is expected
to influence the adoption and further growth.

3.2. Organizational Context

Organizations are different in their inclination to
adopt innovation technology [20, 30, 31], influenced
by a number of factors. In our framework, we include
three factors as discussed below.

Firm Size

Firm size has been widely recognized as an
important factor determining an organization’s ability
to adopt a new innovation as well as capitalizing on its
benefits [13, 38-40]. Typically, large organizations
have the resources and skills to adopt new technologies
and have enough business volume to justify the
investment. Therefore, it is also expected to affect the
adoption of e-banking by banking institutions.

Financial and human resources

Financial resources are an important factor in
facilitating innovation adoption for any organization
and they are often correlated with the firm size [20, 21].
Therefore, it is expected that the availability of
financial resources within the adopting firms is
important for e-banking adoption. These resources
enable banking institutions to obtain human related
resources including the required skills and expertise to
develop and support e-banking services.

Top management support

Top management of an organization is also
commonly identified as an important factor for any
technology adoption within an organization. If top
management is assertive in their decision making
regarding e-banking adoption and committed to it, the
adoption is likely to take place. In addition, with the
top management support through the provision of the
required resources, organization’s inclination to adopt
e-banking or any new technology will be improved [20,
217, 30, 31].

3.3. Environmental Context

Based on our previous study related to technology
adoption in developing countries [46], we identified
that factors related to the environmental context play a
crucial role in technology adoption and some factors in
this category are arguably more influential than others,

especially when countries under study have an
authoritative government leadership. Five factors
relevant for e-banking adoption are included in our
framework as briefly outlined below.

Competitive pressure

Competitive pressure can strongly influence any
bank to develop and adopt e-banking initiatives and it
may affect the bank’s perception towards e-banking
services as implied in previous studies [35-37].

Government Support

Government can either directly or indirectly affect
the adoption of e-banking in terms of creating a
favourable environment and impetus for banking
institutions and their customers so that the services can
be diffused with the community [20-23].

Legal Frameworks

The existence and maturity of EC legal frameworks
within a country influence the diffusion of online
transactions including e-banking as demonstrated in
various studies [see for example 24-26].

The national IT infrastructure

National IT infrastructure is a major factor that
supports the adoption of e-banking as the case for other
EC initiatives. Without an adequate development level
and quality of a nation’s IT infrastructure, e-banking
adoption and use cannot flourish [27, 28].

National culture

Some exploratory studies of developing countries
[28, 29] have suggested that the unique national culture
in some Asian countries is one of the major factors that
continue to impede and constrain the development of
EC including e-banking. Therefore, national culture is
included in our framework and is expected to have an
effect on the adoption of e-banking.

4. Research Method

In this study, a single case study approach was
employed to explore and gain an initial, in-depth
understanding of the e-banking adoption in China from
the perspective of the banking institution. This
approach allows a contemporary issue to be examined
in a great detail and requires no control over the
phenomena under investigation. In addition, this study
is considered a revelatory case as no study has been
done in relation to assessing the e-banking adoption
situation in China through an in-depth case study from
a state-owned bank’s perspective [44]. The case
organization is one of the big four banks in China and,
therefore, its experience with e-banking adoption is



likely to be representative of the adoption situation
among the domestic banks in China.

Data were collected wusing semi-structured
interviews and organization document analysis in July
2007. We selected managers who are believed to be
knowledgeable about the EC adoption and e-banking
initiative within the case organization and therefore can
offer the organization’s view. Based on our selection
criteria, three managers were involved in the case study,
as shown in Table 1.

Table 1: Overview of Case Study Participants

Participant | Brief Description / Role
Senior The senior manager interviewed in this
Manager study is responsible for developing and

managing organizational clients
Director of | With the increasing adoption of EC, the
EC EC department was established. The

Department | director of EC department is responsible
for EC strategy and development
including e-banking.

Branch The branch director is responsible for the

Manager management and performance of the

branch

The unit of analysis is the organization under study.
Interviews were recorded and then transcribed for
analysis. To corroborate the data collected during the
interviews and to enhance the findings, relevant
organizational documents were also requested and
analyzed. Correspondence via email was maintained
with participants and each of them reviewed the
interview transcription and summary of the findings.
Transcribed interview data and organizational
documentation were analyzed using a qualitative data
analysis technique [44, 45], employing open, axial and
selective coding techniques. Various key points
identified from the case study were then discussed and
presented within the research framework.

5. The Participating Organization

China Financial Institution (CFI) (a pseudonym),
one of the ‘Big Four’ state-owned banks in China was
chosen in this study. It is a leading bank in China
possessing extensive strength in corporate and
consumer banking, as well as treasury operations. It
was incorporated in China in 1954 with a head office
in Beijing. As one of the leading banks in the domestic
banking sector, the CFI Corporation retains leadership
roles in key market segments in the areas of corporate
banking, personal banking and treasury operations. It
continues to pursue innovative banking services such
as electronic banking to stay in a competitive edge and
it has an extensive network in China, with
approximately 14,250 branch outlets and 1,220 self-
service banking centres, and 16,563 ATMs. CFI has

also expanded its overseas branches in Hong Kong,
Singapore, Frankfurt (Germany), Johannesburg (South
Africa), Tokyo (Japan) and Seoul (Korea), and set up
representative offices in London and New York. CFI
currently has over 300,000 employees to serve 150
million active personal deposit accounts, 1.5 million
high net-worth personal customers, 99 largest
enterprises in China.

Recognising the fact that the large number of
population in China brings a heavy service pressure to
China’s banking industry, which may result in several
hours of waiting in a queue for customers to do simple
transactions, there has been a strong push from the
Chinese  Government to  promote  e-banking
development in China, as the economy is developing
rapidly. In addition, the competition created by the
foreign banks with relatively higher EC capabilities has
driven domestic banks to actively pursue EC.
Therefore, CFI has initiated a number of EC initiatives
in the last few years including internet banking,
customized professional financial services for VIP
members, mobile banking, internet payment services,
and a wide range of security protection methods for
online transactions. These EC initiatives have been
developed following the guidelines proposed by
government and CFI EC department, which are, in
turn, developed based on the experience of successful
foreign banks.

CFI Corporation launched its e-banking services in
mainland China in August 2003, which provide its
customers new ways of performing banking
transactions. CFI has recently described its e-banking
services as the core strength and foundation to its
business. To achieve its goal of becoming a leader in e-
banking, CFI has strengthened its online management
team, encouraged employee training, improved
marketing strategies and enhanced customer outreach
programs. At the time of the study, CFI has obtained
40.29 million e-banking customers (including 10.89
million Internet banking and 7.2 million mobile phone
banking customers) and 1.51 million equity and funds
investment customers.

6. Case Study Findings and Discussion

We discuss the case study findings in this section
under three categories: technological, organizational
and environmental context.

6.1 Technological Context

Perceived benefits
adoption

fundamental to e-banking

Our case study indicates that perceived benefits
obtainable from the e-banking initiatives are one of the



fundamental reasons for its adoption by CFI, which
confirms the finding of the previous studies [eg. 1, 4,
7]. The main benefits include improvements in
customer services, business efficiencies and cost
reductions. In terms of customer services, by
introducing e-banking services, CFI was able to
successfully reduce the counter pressure and customer
waiting time by diverting a portion of customers to the
electronic service medium. It also offers convenience,
ease of use and ease of access of banking services.
Moreover, e-banking has enabled the establishment of
more efficient and effective business processes and
allowed CFI to successfully address the rapidly
increasing retail banking transaction volumes without
significant increases in staffing costs, as revealed in the
following interview excerpt:

“The adoption of the e-banking has helped us
decreased the counter’s pressure in a great extent. At
the same time, if we didn’t have e-banking, we would
employ more staff to serve the constantly increasing
number of customers. So currently, the adoption of e-
banking prevents us from employing more employees.
We also are expecting to cut the number of employees
to improve organization efficiency if the use of our e-
banking is continually increasing”. (Director of
Department of EC)

Further e-banking growth can be hindered by
customers’ reluctance to use the services

Despite the benefits e-banking, CFI has also
experienced the reluctance of some customers to use
the e-banking services. Although CFI has attempted to
mitigate this risk through various initiatives including
the provision of a demo system to allow users to have a
trial on the use of e-banking and various marketing
efforts, consistent with the previous studies [3, 4] our
study shows that there has still been a concern among
some customers regarding the security of e-banking
services. This security concern seems to have negated
the value of e-banking in terms of convenience, ease of
use, access to services anytime anywhere. Given the
open, interactive nature of the EC technologies which
are the backbone of e-banking services, security is
difficult to ensure especially in a developing country
like China. CFI’s e-banking system has indeed suffered
multiple large scale breaches despite the current
security measures implemented. Such incidents have
lowered consumer confidence and, thus, hindered e-
banking growth.

Our study also shows that unauthorized use of
personal information to conduct e-banking activities
and the increasing number of high-profile Internet
security breaches are becoming an urgent issue for all
Chinese banks to address. Without effectively

guaranteeing the network security, consumer
confidence and demand for e-banking services will
remain low and, consequently, the e-banking use will
be restricted. All of interviewees in this study have
confirmed that the security issue has been a significant
inhibitor for CFI’s e-banking growth.

“Theft of information, data breaches and internet-
based attacks have seriously affected customers
purchasing, payment, and online transaction
behaviours. We have lost our customers due to their
security concerns and lack of trust with our e-banking
systems.” (Director of EC Department)

6.2 Organizational Context

Firm size facilitates the required financial and
human resources in e-banking adoption

As one of the four largest state-owned banks with a
strong government support, CFI has the required
financial and human resources to support various e-
banking initiatives. Unlike the concern raised in a
previous study [7] that large banks in China are usually
more conservative and slow in technology adoption,
our study indicates that CFI has been proactive in
exploiting EC initiatives including e-banking to stay
competitive with other banks especially foreign banks.
This finding confirms the important role firm size,
financial resources and human resources in facilitating
e-banking adoption as indicated in other studies of
technology adoption [eg. 7, 13, 14, 16].

Top management support critical to e-banking
success

The case study confirms many previous studies [eg.
13] regarding the importance of top management
support in technology adoption such as e-banking. Top
management support was found to be the main enabler
of the success of e-banking adoption in CFI. As a state-
owned enterprise, CFI retains the bureaucratic
characteristic in its organizational structure. Strong top
management support becomes an essential requirement
when the e-banking initiatives have to be implemented
through an exceedingly complex web of hierarchies
that exist in CFI. With a strong and proactive top
management support, CFI was able to launch deep and
large scale organizational change programs to facilitate
e-banking.

6.3 Environmental Context
Competition pressure drives e-banking investments

Based on the analysis of the case study, the
competition from both foreign and domestic private
banks appears to be the most important driver for CFI
to develop its e-banking capabilities. The foreign-



funded banks are especially competitive in securing
corporate clients over the Chinese banks because they
are perceived to offer better services and more
stringent security measures given their longer
experience in e-banking development. In addition, the
competition for retail clients is also furious among the
domestic banks. This finding is in line with previous
studies [eg. 3, 7, 13] that organizations commonly
adopt technological innovations to offer better quality
products and services to satisfy customers as a
response to competitive pressure from the
environment.

According to the Senior Manager of CFI, service
offerings such as Internet banking and USB security
token have become standard practices among the
Chinese banks. In order to stand-out among the
competitors, an increasing amount of e-banking
investments is being committed by various banks,
which has consequently propelled its development
within the Chinese banking industry. CFI has put more
investments in developing better, consumer-oriented
products and services related to e-banking with
improved security features to attract potential
customers. They include the provision of e-
AlertService to remind customer of any banking and
investment transactions required and other personal
appointment and the use of e-Cert for individual and
organizational clients or the use of two-factor
authentication to enhance the security feature in
performing e-banking activities.

Government support enables smoother e-banking
adoption

In addition to the competitive pressure, the case
study suggests that the government support is also a
strong driver for e-banking adoption in China. The
government support is manifested in two ways. Firstly,
the Chinese Government is establishing an EC-friendly
environment in China. Heavy investments have been
committed by the Chinese government in recent years
to revamp the national ICT and logistic infrastructures.
New EC laws and regulations have also been passed
and adjusted to provide legal protections for EC
activities in general. Secondly, the government also
directly offers financial incentives to promote e-
banking adoption. According to the interviewees, CFI
and the other state-owned banks are receiving
government financial support for organizational re-
structuring aimed at improving their e-banking
adoption. In particular, the Senior Manager
interviewed asserts that in 2004, Chinese government
invested USD 45 billion in CFI and Bank of China
alone. The large scale “blood transfusion” from the
government, has  greatly  optimized  CFI’s
organizational operations and established a stable base

for the development of e-banking and other EC
initiatives through a series of Golden projects. This
supports the findings reported in [13, 16] about the
importance of regulatory support from the government
and complements the finding of the previous study [7]
exploring factors affecting Internet banking investment
by Chinese banks.

National EC infrastructure inadequate in supporting
e-banking development

Despite the recent improvements made on the
national infrastructure, the overall EC infrastructure in
China remains inadequate. The case study suggests that
the poor quality of telecommunication network service
is a major obstacle for CFI to effectively deliver some
services such as mobile banking.  The current
telecommunication network’s inability to support the
bandwidth and security demand of these new e-
banking applications has significantly restricted their
wide use among the consumers, which consequently
limits banks’ ability for further growth and
development. This observation has not been addressed
in those related previous studies in China [3, 4, 7].

The lack of rule of law increases customers’
reluctance to use e-banking

The study by Tan and Ouyang [25] at the early
stage of e-banking development shows that the
legislation is an initial barrier that influences e-banking
adoption in China. However, the findings from this
case study show that although EC legislation is still
one of the obstacles for the e-banking development
within the banking industry, the main issue is actually
less about the legislations itself, but more about the
lack of rule of law. The lack of transparency and
fairness in the Chinese jurisdiction systems has caused
wide-spread distrust towards the state’s ability to fairly
enforce the legislations in place. The distrust is
especially prominent in newly introduced legislations
such as EC laws and regulations. Despite the existence
of relevant EC laws and regulations to protect e-
banking users, the Branch Manager explains that
Chinese customers are generally sceptical of the state’s
ability to protect their interests and to ensure the
security of online activities.

“One of the main issues we currently have is our
customers’ perception of the legislations. As we know
the legislations are already put in place, so we are
constantly convincing them that the e-banking is well
protected by the legislation. However, their response is
very negative. They do not know or have never heard
about the legislations that have been in place, or they
do not even trust the legislations as they think the
legislations are not mature.” (Branch Manager)



Therefore, in order to successfully facilitate e-
banking adoption in China, the Chinese government
needs to urgently establish a clear set of rule of law to
restore people’s confidence in the Chinese legal
system.

High uncertainty avoidance and lack of trust among
customers severely impede e-banking growth

The traumatic events in the recent Chinese history
have significant impact on the Chinese culture. The
value system, behaviour and attitude of the Chinese
people have changed from a trustful and peaceful
nature to a culture that is characterised by distrust and
high uncertainty avoidance focused on self-
preservation. Such culture makes the promotion of e-
banking extremely difficult for banks. Given their
distrustful nature, the Chinese consumers are
instinctively suspicious of anything that is new and
unproven. The fact that the e-banking deals directly
with the personal wealth of the consumers further
elevated the feeling of distrust among the Chinese
people. As a result, the Chinese banks are facing
significantly greater challenges in promoting e-banking
services compared to their counterparts in the
developed nations. This situation is highlighted by the
Branch Manager during his interview:

“«

.. when we are selling e-banking products, we offer
promotional offers such as a 50 Yuan Telephone card
for free for each new customer. But our customers
sometimes, would think this is a trick we set there in
order to make them pay more, so they are very careful
with these promotions...”

As a result of such a distrustful culture, many
Chinese banks have not been successfully attracted
new customers despite their significant marketing
efforts. With the distrustful culture deeply rooted into
the mind of the Chinese consumers, Chinese banks are
facing an uphill battle overcoming the effect of the
Chinese culture and convincing the consumers’ of their
credibility. This observation reinforces the findings in
the previous studies [3, 4] assessing the consumers’
perception of e-banking in China.

7. Conclusion

Guided by the technology-organization-
environment (TOE) framework, this study has
identified a number of barriers to e-banking adoption,
in addition to the key drivers as summarized in Table
2. Overall, consistent with other studies on technology
adoption in developing countries, most barriers to e-
banking identified in this study are related to the
environmental context, specifically those related to
infrastructure, legal framework and cultural attributes
that lead to reluctance of customers to use e-banking

services. Interestingly, no problems related to the
organizational context were identified in this study.

Table 2: Summary of Key Drivers and Barriers

Drivers | Barriers

Technological Context

Customers’ reluctance
customers due to security
concerns

Perceived benefits

Organizational Context

Firms size

Top management support

Availability of financial and
human resources

Environmental Context

Limited infrastructure for
move advanced e-banking
applications

Competitive pressure

Strong government support Immature legal framework

High uncertainty
avoidance and lack of trust

The findings of this study offer additional insights
into the current e-banking adoption situation and its
implications for e-banking growth in China as an
example of a developing country. Furthermore, the
understanding of the barriers to e-banking adoption
identified in this study may help identify the best
course of actions to promote its development. It will
also be valuable to the other developing countries to
increase their awareness and understanding of e-
banking benefits and possible issues/barriers that they
need to face in the course its adoption.

There are some implications of this study for both
researchers and practitioners in the area of e-banking
adoption and other EC technology adoption by
developing countries. Firstly, the study shows the
usefulness of studying the technology adoption from a
service provider point of view to complement the
understanding obtained from the consumer point of
view. Most adoption studies regarding consumer-
oriented EC such as online shopping, mobile
commerce adoption, internet banking and so on, have
generally been conducted from the consumers’ point of
view. In fact, the behaviour and the perception of
consumers can be better understood by including the
view of the service providers as well.

Furthermore, the study shows the importance of
addressing the influence of the state government,
which is unlikely to be achieved through a study from
a consumer point of view. Authoritarian government
has a strong control over the every aspect of the
country as demonstrated in the e-banking case in this
study. While this may have a good impact on the
development of the initiative through infrastructure and
regulation development and financial support and it



may also hinder its growth by establishing strict

Internet content regulations and monitoring procedures.

The study findings also imply that more efforts are
still required by the Chinese government to devise and
promote legislations to protect users of e-banking and
other EC initiatives in general in order to increase the
society’s awareness of the legislations and how they
are being enforced. In particular, more effective fraud
prevention methods are still required to build the
community’s trust on e-banking and other consumer
oriented EC initiatives.

To improve the generalizability of the study
findings which is limited by the data obtained from one
state-owned bank focusing on e-banking initiatives,
further research could be conducted with some private
banks in China to explore their adoption experience
with e-banking. Furthermore, a better understanding is
still required about the dynamics between the state and
the adoption of e-banking and possibly other EC
initiatives in China. Specifically, as China is becoming
increasingly open to the outside world, its culture is
dynamically changing. Different generations hold
significantly different cultural values and it may have
significant implications on EC initiative adoption and
management. In addition, future research into the
adoption of other EC initiatives in other industry
sectors in China and other developing countries
particularly within the Asia Pacific region would be
valuable to complement this study’s findings. Such
studies would also provide the replication logic
necessary to improve the generalizability of the current
findings. This understanding will be wvaluable in
devising appropriate strategies for promoting EC
adoption within the developing countries in general,
particularly those within the Asia Pacific region.
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