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Abstract

The Internét has emerged as an important medium for distributing corporate
information online. Currently, the Internet and paper print are two media used by
reporting entities to disseminate corporate information to their stakeholders. |
Regulators such as the Australian Securities and Investments Commivssion
(ASIC), the Australian Securities Exchange (ASX) and brokers also largely use
their websites to facilitate the information flow in the market. This study
investigates how and why information users utilise two different financial
reporting methodé: fnternet financial reporting and paper-based financial
reporting. Specifically, it examines information users’ perceptions ahd usage
patterns of financial reporting methods, and more importantly, the underlying
drivers of information users’ utilisation of Internet financial reporting. In recent
years, both the number of retail shareholders and household usage of computers
and the Internet have increased. This study is the first to investigate Internet
financial reporting from users’ perspective using participants from the real
Abusiness world. The Technology Acceptance Model (TAM, Davis 1986) is used
as the theoretical underpinning of this study and the research method is
descriptive/ihterpretive research. Data collection method is semi-structured in-

depth interviews.

It was found that many participants have been using Internet financial reporting
together with paper-based financial reporting. Internet financial reporting is '
mainly used to get information quickly and to do research on companies. Most

participants perceive that Internet financial reporting has the same credibility as
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paper-based financial reporting and that the risk associated with Internet financial
reporting is low. Major advantages of Internet financial reporting include: speed
of delivery and quick access to company information. In contrast, paper-based
financial reporting is more portable and convenient and facilitates reading long

documents without causing fatigue to eyes.

Users’ unitisation of Internet financial reporting is joinﬂy determined by multiple
factors. Among them, information nee‘ds,.system limitation, perceived usefulness,
percei?ed ease of use, attitude towards usage, computer self—éfficacy, personal
innovativeness, perceived risk, relative advantage of paper system's, economic
gain and loés all directly influence the utilisation. In addition, task nature, system
limitation, doéument length, reading patterns, and facﬂitating conditions directly
influence perceived ease of use, whereas system limitation and task nature
directly influence perceived usefulness. Usgrs’ information needs are determined
by their investment characteristics, including their trading frequencies, portfolio
compositions, investmer;t type/goal, investment amount, and whether they are

chartists or fundamentalists.

The contributions of this study fall into three areas: theory, practice, and policy

| apd standard setting. Theoretically, this study developed a new theoretic'al model

| of factors affecting users’ utilisation of Internet ‘ﬂﬁancial reporting. It .identiﬁed
several new antecedent varia;bles_ that can affect perceived usefulness and
perceived ease of use, including information needs, task nafure, system limitation,

“document length, reading patterns and investment characteris_tics.‘ In additioﬁ,

this scudy found new variables that can directly affect users’ usage of information



system/IT, including economic gain and loss and tendency to print. Practically,
this study identified several issues of corporate website designing and usage,
including the conténts of informatioh and presentation of the information on
corporate websites. Companies are urged to update information timely on their |
websites, provide clear and legible reports online, provide user-friendly print
setup, and reduce using high resolution pictures on their websites. With regard to ‘
policy and standard setting, this study identified the need for future regulations
and standardisation on the presentation, updating, contents; layout, and usage of

Internet financial reporting by companies.

The limitations of this study are that the sampling does not have a good balanced
population in terms of age and gender differences, and that the focus is in
Australia, a country with good corporation law and reporting environment.
Therefore, findings might not be generalised to countries laéking of good

corporation law and reporting environment.

Keywords: Internet; financial reporting, perceptions, utilisation, TAM
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Chapter 1 Introduction

1.1 Background and Scope of Study

Corporate reporting is the process of disseminating financial and non-financial
information about the resources and performance of a reporting entity to its
stakeholders and other information users (Accounting Standards Steering
Committee, 1975). Lodhia, Allam and Lymer (2004) define corporate reporting as
an important constituent of the aécounting process aiming to “provide' decision-
useful information and extend accountability” to interested stakeholders.
According to them, corporate reporting includes financial reporting, social and
environmental reporting and corporate governance as well as other general issues
related to the reporting organisatibn. Traditionally, corporate reporting is done
using paper as a presentation medium. With the advancement of
telecommunication and information technology, the Internet has emerged as a .
new and popular presentation medium mainly fo; listed companies to disseminate
information to their stakeholders such as investors, shareholders and the public at
large (Hussey & Sowinska, 1999; Xiao, Jones, & Lymer, 2002). For instance, as
early as 2000 the IASC surveyed 660 companies in 22 countries across Europe,
Asia-Pacific, and South and North America. They found that 86 percent of the
studied companies had corporate websites and around two-thirds of them
disseminated financial information on their websites. In many countries with
developed equity markefs,_thc use of Internet technology for corporate reportinlg
has become a well-established practice (Lymer & Debreceny, 2003). Pike and
Lanis (2003) argue that corporate disclosure, regulation and dissemination of
Internet financial reports are the most significant business issue today, despite the
unsophisticated approach to its usage by many companies and some users’

perception of its relatively low usefulness (Xiao, Jones, & Lymer, 2002).

Like those reporting entities who have adopted the Internet to disseminate
corporate information, stock exchanges, brokers and third party service providers
are also using the Internet to facilitate the information flow in the equity, futures

and foreign exchange markets. For instance, any person who has access to the



Internet can easily obtain real time market information such as the latest
announcement of a company or the movement statistics of a particular share on a

broker’s website.

This study investigates the use of two financial reporting methods -- Internet
financial reporting and paper-based financial reporting, by information users
such as ihvestors, traders, analysts and members of the accounting profession. In
recent years, Internet financial reporting has been made available to these
information users as a new medium for getting information and achieving other
tasks. Especially in Australia, the Australian Bureau of Statistics reported an
increasing trend in both the number of retail shareholders and the household
usage of home computers and the Internet. Howéver, very few published studies
have linked Internet financial reporting to its users. This study is the ﬁrst- to
investigate Internet financial reporting from the users’ perspective using
participants from the business world. To my knowledge, it is also the first study
to investigate how and why users utilise Internet financial reporting as opposed

to paper-based financial reporting.

Debreceny, Gray and Rahman (2002, p. 372) define Internet financial reporting
as “the distribution of corporate financial and performance information using
Internet techn,ologies such as the World Wide Web”. However, despite its name
of Internet financial reporting, information being distributed includes not only
financial information but also a range of non-financial information that is also
sought by information users, as clearly described in the definition. This conflicts
‘with the common conception that Internet financial reporting only deals with
financial information. As indicated by Debreceny, Gray and Rahman (2002),
Internet ﬁnancfal reportingbhas a larger boundary than its paper-based
counterpart and it “is comprised of a variety of corporate information...including

material, such as press releases, that is available from other sources”.

Following Debreceny, Gray and Rahman (2002), Internet financial reporting in
this study refers to the use of the Internet as a channel for the dissemination of
corporate financial and performance information. Likewise, paper-based

financial reporting is defined as the use of paper print to disseminate financial
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and performance information. It is receivers or users of the information, rather
than preparers of the information, that are the subjects of this study. For instance,
the use of Internet-financial reporting by an investor does not mean the investor
disseminates the information, but rather utilises electronically distributed

information to perform a series of tasks to facilitate his or her decision making.

1.2 A New World of Challenge

Xiao, Jones and Lymer (2002) posit that the Internet has four major impacts on
corporate financial reporting: access, dissemination, interaction and presentation.
According to them, the Internet has some characteristics that are relevant to
financial reporting. First, on the Internet, text and/or multimedia can be linked in
" a non-linear way’ thus changing the way that corporate information is presented.
Second, the Internet is capable of more than one-way communicationz, which
can change the provider-dominated one-way reporting process. Thii'd, the
Internet is capable of both real-time and delayed communiéations. Finally, the
Internet has a global reach and creates difficulty for cross-border regulation of
corporate reporting. With the Internet, more types of disaggregated information
can be presented in more user-friendly, timely, and accessible ways (Lymer,

Debreceny & Rahman, 1999; Pike & Lanis, 2003).

Jones and Xiao (2003) depict the Internet as “a potentially revolutionary method
of financial communication”. Using the Internet in corporate reporting can
benefit companies in several ways. It reduces the production and distribution
costs of paper annual reports (Fisher, Oyelere & Laswad, 2002; Lymer, 1999;
Jones & Xiao, 2003; Debreceny, Gray & Rahman, 2002). It improves the
accéssibility of corporate information and serves as a new access mechanism for
corporate data (Fisher, Oyelere & Laswad, 2002; Lymer, 1999; Jones & Xiao,
2003), enabling companies to reach a wider audience and communicate with a
large number of users (Ettredge & Scholz, 2001; Debreceny, Gray & Rahman,
iii—
! Information on corporate websites can be linked in and out of documents in a non-linear way.
For example, a press release in video format can be linked to a text message in an annual report. In
contrast, in a paper-based reporting environment, information flows in a sequential order.

? For instance, Internet chat room can provide a real-time multi-way communication between a

company’s management and its shareholders. This and other novel functions of Internet haven’t.
been widely adopted by companies in the practice, though.




' 2002). It is instant and convenient for users to access real-time information
(Fisher, Oyelere & Laswad, 2002; Lymer, 1999). Moreover, the Internet can also
be used to enhance corporate images by creating interest among potential

investors (Noack, 1997).

Corporate reporting on the Internet, however, has the latent capacity to deceive
(Lanis & Groen, 2001). On the Internet, financial and non-financial information,.
corporate and non-corporate information, audited infonnation and unaudited
information can be explicifly linked together using hypertext links or other
techniques (Xiao, Jones & Lymer, 2002). Hyperlinks can create greater scope for
fraud and/or loss (Upton, 1998) and tend to blend the audited and unaudited
information together, a phenomenon known as the credibility inflation effect’
(Hodge, 2001; Xiao, Jones and Lymer, 2002). For instance, a company can link its
website to an analyst’s report containing misleading information. If a retéil
shareholder follows the link and makes an investment decision based on that piece
of information, chances will arguably be greater that the investor will make a loss
or, at least, has made a less well justified decision than might otherwise have been
the case. Hyperlinks can also prevent users readily identifying whether or not the
information being examined is externally verified (Xiao, Jones and Lymer, 2002).
‘The use of the Internet and hyperlinks has eliminated the physical boundary of
each piece of information, be it audited or unaudited. Without the physical
boundary as a reminder, even an experienced user might not be able to keep
adequately vigilant about all of the information throughout his/her task

performance.

Another concern is that the Internet is capable of delivering not only texts, but
also pictures, voices, video clips, odour4, and so on. The richness of information
on a corporate website is greatly enhanced, compared with that of traditional
paper-based reporting, which can only convey information in text or picture
format in paper print. Moreover, information, be it positive or negative, can be
v ,
3 According to Hodge (2001), hyperlinking unaudited information to optimistic audited
information can increase the perceived credibility of unaudited information, resulting in users

lacing higher values on a firm’s earning potential.

A device known as a "scent dome" can release odours based on the content of an email or
information being browsed. '




transmitted instantly on the Internet, making communication more frequent,
salient, and peripheral and core information can be more-closely connected
together. For instance, Rose (2001) found that multimedia has become an
important component of financial reporting and multimedia-induced mood states

can influence decision-making.

The Internet and paper print have become two media that can be utilised by
information users to achieve their goals. Becéuse the Internet and paper print
differ significantly in their features, characteristics, and functionality, Internet
financial reporting and traditional paper-based financial reporting also differ
significantly from each other. For instance, hyperlinks and multimedia are
exclusive to Internet financial reporting. So is the speed of delivery of
information. In the presence of the two different financial reporting methods,
how do information usérs such as investors and analysts react to them? How do
they perceive each method? Do they use one or the other, or both? How do they
use them? And why do they use them? To date, no study has been done to
answer these questions. The purpose of this study is to inVestigate how
information users perceive Internet financial reporting and paper-based financial
reporting, and how and why they use these different reporting methods,

particularly Internet financial reporting.

1.3 Motivation o |
The motivation of this study comes from two broad perspectives: the importance

of the Internet financial reporting in reality and the gap in the extant literature,

identified above, regarding Internet financial reporting.

1.3.1 Motivation from the Reality

The Internet has emerged as an important disclosure vehicle for reporting entities.
As pointed out by Pike and Lanis (2003), corporate disclosure, regulation and |
dissemination of Internet financial reports has become the most significant
business issue today. It is envisaged that the Internet will have a more and more
important position in corporate reporting‘ in the future. As Fisher, Oyelere, and |

Laswad (2002) depict, in the near future, the Internet is likely to take the place of



paper print to become the primary medium for disclosing financial reports to
stakeholders. Lymer, Debreceny, and Rahman (1999), on behalf of the
International Accounting Standards Committee (IASC), also predict that future
business reporting will use the World Wide Web as the primary mode for .
information dissemination and the hard-copy print will function as the secondary
mode. Some annual report specialists, such as the Swish Group, have also
predicted that annual reports might only be available online within ten years
(Ralvic & Stretton, 2000). In Xiao, Jones, and Lymer’s (2002) study, some
technologiéal determinists also foresaw the abandonment of paper-based annual

reports and the adoption of real-time reporting and continuous auditing.

In Europe, the European Commission has included corporate websites as a means
for listed companies in European exchanges to disseminate corporate information
to their stakeholders (European Commission, 2002). In Australia, some
companies, such as Qantas Airways for example, have launched annual report
election and email notification services to enable Internet-capable shareholders to
view annual reports online instead of receiving hard copies from companies in
which they have invested. At the same time, other third party websites such as
those of brokers play an important role in the information flow on the Internet.
For instance, according to the latest study done by the Australian Securities
Exchange, the largest retail brokers in Australia include ABN Amro Morgans,
Bell Potter Securities, CommSec, E*Trade Australia Securities, Goldman Sachs
JB, HSBC Stockbroking, Macquarie Retail, Smith Barney Citigroup, and
Westpac Securities, all have corporate websites that provide users with easy
access to market information. In fact, in Australia, shareholders can only trade
through brokers, which also contributes to the use of brokers’ websites. As
Debréceny, Gray and Rahman (2002) argue, Internet financial reporting is an
important issue for securities regulators, accounting standard setters and the
accounting community. Given the potentially important role of Internet financial
reporting now and in the future, it is worthwhile to research this area to help
researchers, regulators and practitioners better understand and address issues

érising from Internet financial reporting.



Another concern is that retail shareholders in Australia are increasing. Accord'ing
to the latest study of share investors done by the Australian Securities Exchange
in 2004, in recent years, due to corporate floats, privatisation and demutualisation,
the number of Australian adults who directly or indirectly own shares has
increased tremendously. In the late 1980s, only nine percent 6f the Australian
adult population directly owned shares. In 1997, direct share ownership soared to
20 percent of the adult population (Australian Securities Exchange, 2004). The
number doubled in November 1999 when 41 percent of the Australian adult
population (around 5.7 million Australians) directly held shares. In 2004, 55% or
approximately 8 million of Australian adults own shares. From 1997 to 2004, the
overall increment in total share ownership was approximately 3.3 million or 71%

(Australian Securities Exchange, 2004).

Commensurate with the increase in number of retail shareholders, use of
computers and the Internet by Australian households has increased steadily
recently. Figure 1.1 shows the increasing frend, according to the latest statistics
released by Australian Bureau of Statistics in December 2006. During 2005-06,
70% of Australian adults used a computer at home and 60% accessed the Internet
at home. Personal or private purposes was found to be the most popular purpose
of computer or Internet use at home, with 96% of those Australian adults who
use computers using them at home for personal and private purposes and 97% of
them using the Internet at home for the same purpose. In addition, home was
reported to be the most popular location of Internet use in 2005-06 (Australian
Bureau of Statistics, 2006). '

. # Internst access
100 # Computer access

168 » 200 01 002 2003 moszcbsos
Figure 1.1: Household Home Computer or Internet Access from 1998 to 2005-06



(Source: Australian Bureau of Statistics, 2006)

The increase in both the number of direct shareholders and the usage of
computers and the Internet might serve as key drivers for retail investors to
search for financial and non-financial information online. For instance, retail
investors can visit a company’s website for more information about the company
when the need arises. Some experts also believe that investors would use the
Internet for share transactions arld the Internet will serve as a useful source of
information for users (Jones & Xiao, 2003). In fact, it is a common practice
nowadays that many companies advertise their corporate websites on their paper-
based annual reports in order to broaden public awareness, visit and usage of

their corporate websites.

1.3.2 Motlvatlon from Prior Studies
In recent years, as the Internet has gained in popularity, corporate reportmg on

the Internet has been increasingly studied by many researchers. Many of these
studies have focused on the preparation and dissemination of financial reports on
corporate websites by the reporting entities in specific countries or geographical
regions, e.g., Austria by Pirchegger and Wagenhofer (1999), New Zealand by
Opyelere, Laswad and Fisher (2003), the United Kingdom by Craven and Marston

(1999) and Hussey and Sowmska (1999), Europe by Lymer (1999), and Japan by
Marston (2003)

Pirchegger and Wagenhofer (1999) studied the use of the Internet for corporate
disclosure by Austrian companies listed on the Vienna Stock Exchange. By using
time series data and testing the influence of company size and ownership

structure on companies’ use of the Internet, they found that companies differed in
the way they used the Internet. They also found that the quality of Austrian
websites inrproved significantly from 1997 to 1998 and that the quality was

positively related to company size and percentage of free float.

Lymer (1999) did a thorough literature review on the academic and professional
response to Internet financial reporting in Europe. He identified several issues

that needed to be addressed by the accounting profession, regulators, and



standard-setters. These issues included the forms and quantity of financial
information, third-party disclosures, the process of online financial reporting, and
liability of reporting errors, etc. Lymer claimed that these issues must be
addressed so that the accounting profession could maintain their reputation

created in the traditional reporting environment.

Craven and Marston (1999) surveyed 206 large companies listed on the London
Stock Exchange in the UK in 1998. They found that larger companies tended to
use the Internet to disclose corporate information. However, industry type had no
relationship with the extent of Internet disclosure. Similar research was
conducted by Marston in Japan.-Marston (2003) surveyed the top 99 Japanese
companies and found that company size was positively related to the existence of
a corporate website. However, the extent of financial disclosure on the corporate

web sites was not related to conipany size.

Hussey and Sowinska (1999) examined financial disclosures on the Internet by
FTSE 100 companies in the UK from June 1997 to January 1998. Their findings
were that these companies rapidly adopted Internet technology for financial
disclosures over a short period of time, and that few companies had their int'érims,
prelims, summary statements or highli ghts audited before they disclosed them on
their website. They also pointed out that information online might éontain errors
and omissions and recommended some solutions to address the security and |

integrity of the information on the Internet.

While some researchers focused on the adoption of Internet disclosure by
companies, others studied the determinants of Internet financial reporting. For
instance, Debreceny, Gray and Rahman (2002) studied the determinants of
Internet financial reporting by examining the presentation and content of Internet
financial reports of 660 large companies across 22 countries. They found that
firm size, public listing and technology were firm specific determinants of

Internet financial reporting.

In another study, Oyelere, Laswad and Fisher (2003) studied the determinants of
Internet financial reporting by New Zealand Companies. They found that firm size,
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liguidity, industrial sector and spread of shareholding were the key drivers of
corporate Internet financial reporting. However, firms’ profitability,
internationalisation and leverage had no effect on companies’ adoption of Internet

fimncial reporting.

Some researchers have studied the information disclosed online by companies.
Ettredge, Richardson and Scholz (2002) suggested that corpdrate financial
disclosures could be divided into two categories: filings required by the SEC and
additional voluntary disclosures by the companies. By studying 220 firms, of
which 193 owhed corporate websites, they found that firm size and é proxy for
information asymmetry were related to compulsory disclosureb on the corporate
web sites, while voluntary disclosure was related to variables proxying for size,
information asymmetry, demand for external capital, and firms’ traditional

disclosure reputations.

In another study, Ashbaugh, Johnstone and Warﬁeld (1999) examined the use of
the Internet by 290 non-financial companies to increase the relevance of their
firancial reporting. They found that these firms differed substantially in the
quality of the information they posted on their corporate websites. Specifically,
some firms updated their financial disclosures régularly while others pfovi'ded

outdated financial information such as two year old annual reports online.

Beattie and Pratt (2003) studied the various views of the interested parties of
web-based business reporting. They found that while both companies and users
saw the advantages of Internét financial reporting, their views differed
significantly in regard of the scope, structure and frequency of Internet financial
reporting. In contrast, auditors’ views fell in between those of companies and

users.

Many researchers also linked Internet financial reporting to auditing and the
audit profession. For example, Lymer and Debreceny (2003) studied the audit
guidance for Internet financial reporting provided by securities regulators and
audit standard setters across three countries: the USA, Australia and the UK.

Their findings were that many geheral and procedural auditing issues had been
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addressed by authorities in these countries while some wider implications of the

impact of Internet financial report on auditing had not been addressed.

Debreceny and Gray (1999) surveyed 45 large listed public companies in France,
Germany and the UK who provided their annual reports online on their corporate
websites. They advocated thaf the audit profession address four issues regarding -
auditing and Internet financial reporting: the ease of modification of auditor’s
report, the meaning of the look and feel of the auditor’s report, the implications
of hyperlinks to and from web-based auditors’ repérts, and the location and

placement of the auditors’ reports.

Fisher, Oyelere and Laswad (2002) examined the audit implications of Internet
financial reporting through a content analysis of 123 corporate websites of listed
New Zealand companies. They found that quite a lot of companies post their
audited financial reports online without the presence of the corresponding
auditor’s reports. Also, disclosing auditors’ scanned signatures online or
presenting auditor’s reports on auditor’s websites was. not a common practic’e. In
addition, the reporting entities made very little effort to distinguish the audited

information from the unaudited information.

Ettredge, Richardson and Scholz (2001) studied 402 corporatev Wébsites across 17
industries. They found that established firms were more likely to disclose
information at a higher level than smaller firms. They also found that financial
news releases and quarterly reports were the most common financial and
accounting data, respectivély. They also pointed out that preseﬁting excerpts of
annual reports on company’s websites might cause omissions and uncertainty,

i thus increase the disclosure risk and this issue needed to be addressed by the

auditing profession.

Hodge (2001) and Dull, Graham and Baldwin (2003) are among the few who - |
have studied the impact of Internet financial reporting on users of the reports.
Hodge (2001) investigated the effects of hyperlinking unaudited information to
audited ﬁnapcial statements in a web-based environment on indi’viduai investors’

judgements. Using graduate students as surrogates, Hodge found that the
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hyperlinks could inflate the credibility of the information by blending the

unaudited information with the audited information.

Dull, Graham and Baldwin (2003) explored the effect of hyperlinking financial
statements to the footnotes on users’ decisions. Using undergraduate students as
surrogates, they found that hyperlinking a small company’s financial statement to
the footnotes impacted on participants in respect of their predictions, arhount of
information assessed and the time to make decisions. In contrast, hyperlinking a
large company’s financial statement to the footnotes had no impact on

participants’ decisions’.

As summarised above, prior literature on Internet financial reporting shows that
most studies focus on the preparers’ side of Internet financial reporting on
corporate websites. Only very few studies have investigated the impact of Internet
financial reporting on information users’ decision making. Clearly, current and
future research éhduld focus more on users’ side of Internet financial reporting.
'‘More important, tﬁe review of literature also reveals that to date, no study has
investigated how and why actual users utilise Internet financial reporting. One
study did look at the determinants of firms’ adoption of Internet financial
reporting, but it is from the companies’ perspective. It is a fact that many
companies, especially large public listed companies, use the Internet to
disseminate corporate information. However, it can not be assumed that just
because Internet financial reporting has emerged as a new medium of corporate -
reporting, users will use it and it will be used in the same way as traditional paper-
based financial reporting. There is a need to understand how and why information
users utilise Ipternet financial reporting. In this sense, this study fills a gap in the

extant literature on Internet financial reporting.

As aforementioned Internet financial reporting and paper-based financial
reporting are two different reporting methods. To date, no prior study has
~investigated how information users perceive them, how they utilise each

Xil
5 The difference might result from the size of the companies, sheer number of notes, relative

complexity of the accounting procedures, and / or the relative stability of the companies, according
to the author. :
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reporting method, and why they use Internet financial reporting. Given that in the
near future, Internet Financial Reporting is likely to become the primary
reporting practice, it is imperative to investigate factors that contribute to
information users’ acceptance (or lack of it) of Internet financial reporting. Apart
from the theoretical implication, identifying these factors is arguably important
to those firms who want to maximise their benefits from using Internet financial

reporting, as they can then address issues arising from this study.

Finally, current regulations and laws on Internet financial reporting are still
unsophisticated. According to Fisher, Oyelere and Laswad (2002), only two
countries, UK and Australia, curreﬁtly have auditing guidance to address the
issues associated with Internet financial reporting. In Australia, the Australian
Accounting Research Foundation points out in its Auditing Guidance Statement
No. 1050° that regulations of Internet financial reporting are not yet well-
established in law (AARF, 2002). Given that current regulatiéns on corporate
reporting on the Internet are unsophisticated, it is important to investigate how
investors perceive financial reporting on the Internet and why they use it so as to
bring it to thé attention of accounting professionals, regulators, standard setters
and users, as well as to enable the development of preventive regulations and

control where necessary.

1.4 Research Questions
The objective of this research is:

“to investigate how information users perceive and use Internet financial
reporting and paper-based financial reporting and to identify factors that
contribute to their acceptance and usage (or lack of it) of Internet financial

reporting”.

The study attempts to achieve this by answering the fdllowing researchfquestions:

Question 1:
Xiii ‘
6 AGS 1050 published in 2002 represents the latest regulation rules on the electronic presentation
~ of financial reports in Australia. No update has been made since 2002.
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IInthe presence of both Internet financial reporting and paper-based financial

reporting, how do information users perceive and utilise each reporting method?

Question 2:

IInthe presence of both Internet financial reporting and paper-based financial

reporting, why do information users utilise Internet financial reporting, if they do?

‘1.5 Research Design
"This study takes a qualitative approach to answer the research questions. This is

Ibecause information users’ perceptions and beliefs are the key determinants of
Thow well the research questions can be answered. Using a qualitative approach is
tthe best choice as it can minimise the information loss, as suggested by Kaplan
:and Maxwell (1994), in understanding users’ acceptance of Internet financial
1reporting. The nafure of the research problem also determines that the qualitative
:approach is the most appropriate in this study. This is consistent with Strauss and
(Corbin’s (1998) guidance that the nature of the research problem should exert the
1most impact on choosing a research method. Using a qualitative approach is also
cone of the novelties of this study, as prior research has mostly used quantitative
methods in TAM studies. This study is one of the few studies to adopt a .

- qualitative approach to investigate the research questions.

'The research method for this study, under Galliers’ (1992) taxonomy, is
descriptive/interpretive research, or phenomeno_logy. Using this method, the
researcher reads the transcripts after data collection, dwells with descriptions,
identifies and extracts themes, and integrates the themes into meaningful

descriptions of the nature of the phenomenon under study.

Semi-structured interviewing was chosen as the data collection method for this
study because it can provide rich contextual information about participants’
percéptions and usage of Internet and paper-based financial reporting. Participants
of this study come from a diverse background and include investors, traders, client
advisors, technical analysts and accounting professionals. Direct content analysis

was the data analysis method for this study. Like many other qualitative studies,
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the data collection and analysis were carried out in parallel and the data analysis

was facilitated with the aid of the computer software package NVivo.

1.6 Structure of this Thesis

This thesis is presented in seven chapters, structured as fdllows;

Chapter 1 — Introduction

This chapter describes the background and scope of the study. Also covered in
this chapter are the motivation, objective, research questions, and research design

of this study as well as the structure of thesis.

Chapter 2 — Literature Review

This chapter reviews prior research on technology acceptance with a special focus
on the technology acceptance model. It includes a brief introduction to competing
theories, explanation of why TAM is appropriate as a theoretical underpinning of
this study, and a review of pridr TAM studies using a concept-centric approach as
suggested by Webster and Watson (2002).

Chapter 3 — Research Method :
This chapter first describes and justifies in more detail why a qualitative approach

was taken in this study, followed by a discussion of the philosophical stance of
this research and the research paradigm adopted in this study to solve the research
problem. It also describes how data were collected and analysed to achieve
maximum research validity and feliability. Also covered in this chapter are
descriptions of subjects, research designs, data analysis methods, as well as a
general discussion of research soundness in qualitative research. |

Chapter 4 — Usage Patterns and Perceptions
This chapter presents findings about information users’ usage patterns and

perceptions of Internet financial reporting and paper-based financial reporting. It
provides the answer to the first research question from three angles: choice of

_reporting methods, details of usage in specific areas, and perceptions t_;f each
financial reporting method.

Chapter 5 — Reasons for Usage
This chapter presents findings regarding why mformat10n users utilise Internet

financial reporting in the way described in Chapter 4. It provides the answer to
the second research question of this study. A theoretical model of factors

influencing Internet financial reporting is then developed and presented.
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Chapter 6 — Discussion
This chapter discusses the findings of this study in the context of extant IS and

accounting literature. Apart from discussing findings of this study in three

streams: findings consistent with prior studies, findings contrary to prior studies
and findings new to the literature, it also presents conceptual models proposed in -
this study. |

Chapter 7 — Conclusion and Recommendation
This chapter concludes the findings of this research and revisits the answers to

the research quesﬁbns of this study. It also discusses the theoretical and practical
implication of this study. Limitations of this study are also acknowledged in this
chapter, followed by recommendations for future research and a summary of this ‘

study.
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Chapter 2 Literature Review

2.1 Introduction
This study seeks to answer the question of how users perceive and use Internet

financial reporting and paper-based financial reporting and why they utilise
Internet financial reporting, if they do. The interdisciplinary nature of this study
implies that its theoretical contribution falls into two aspects: accounting and
information systems. Moreover, ‘Sinc_e this study involves the usage of a new
technology, i.e., the Internet in the financial reporting arena, prior research on user
acceptance of information technology, with a special focus on the technology
acceptance model, is reviewed. This is consistent with the view of Gefen,
Karahanna and Straub (2003, p. 53), who state that a website is essentially an
information technology and imply that the technology acceptance model can be

used to explain users’ intention to use it.

Webster and Watson (2002) state that literature reviews can be concept-centric
where concepts drive the organising framework of a review, or it can take an
author-centric approach where a summary of the relevant articles are presented.
In this study, the review of users’ acceptance of information technology takes a

concept-centric approach.

2.2 User Acceptance of Information Technology

2.2.1 Competing Models

Information technology acceptance research has been widely studied since the
1980s and has produced a few rival models. A review of the Information Systems
literature shows that at least ten competing models have been developed or used

to explain information technology acceptance. These competing models are:

e Theory of Reasoned Action (TRA) (Fishbein & Ajzen, 1975)

. Technology Acceptance Model (TAM) (Davis, 1986)

e Motivational Model, (MM) (Davis, Bagozzi & Warshaw, 1992)
e Theory of Planned Behaviour (TPB) (Ajzen, 1991)

e Combined TAM and TPB (Taylor & Todd, 1995)
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e Model of PC Utilisation (MPCU) (Thompson, Higgins & Howell, 1991)
e Innovation Diffusion Theory (IDT) (Rogers, 1983)
e Social Cognitive Theory (SCT) (Bandura, 1986)

e Unified Theory of Acceptance and Use of Technology (UTAUT)
(Venkatesh et al., 2003)

e Expectation-Confirmation Model (ECM) (Bhattacherjee, 2001)

(All the models, except TAM, are briefly introduced in the following paragraphs.

"TAM will be introduced in detail in the next section.

2.2.1.1 Theory of Reasoned Action

JFishbein and Ajzen’s (1975) thebry of reasoned action predicts that a belief-
zattitljde-intentioh-béhaviour relationship exists in users’ acceptance of
jiinformation technology. Specifically, users’ behaviour is determined by their

- Ibehavioural intention (BI) to perform the behaviour, which is jointly determined
Iby their attitude (A) towards and subjective norm (SN) about the behaviour. Ajzen
:and Fishbein (1980) further suggest that social behaviour is determined by the

intention to perform, and social behaviour is motivated by:
e an individual’s attitude to performing the behaviour in question;
e an individual’s beliefs about the outcomes of the proposed behaviour; and

e an individual’s evaluation of the outcomes (Lymperopoulos &
Chaniotakis, 2005, p. 488)

The relationship between the variables in TRA can be expressed in the following

~ formula (Davis, Bagozzi & Warshaw, 1989):
BI = Yhiei (A) + Ynbimc; (SN)

Where: b; = beliefs, individual’s subjective probability that performing the target
behaviour will result in consequence i.

- ¢;= implicit evaluative response to the consequence

nb;= one’s normative beliefs

mc; - one’s motivation to comply with the expectations

18



2.2.1.2 Motivational Model

According to motivation theorists, e.g., Calder and Staw (1975), extrinsic ‘
motivation and intrinsic motivation are two types of motivation for people to
perform an activity. Extrinsic motivation refers to the performance of an activity
to achieve valued outcomes that are different from the activity itself, e.g.,
improved job performance, pay, or promotions (Davis, Bagozzi & Warshaw,
1992). An example of extrinsic motivation is perceived usefulness. Intrinsic
motivation refers to “the pleasure and inherent satisfaction derived from a specific
activity” (Deci, 1975). An example of intrinsic motivation is enjoyment. Deci
(1975) suggests that intrinsic and extrinsic motivation jointly influence a person’s

intention to perform an activity and actual performance.

Davis, Bagozzi and ‘Warshaw, (1992) were the first to adapt motivation theory to
the information systems discipline. In their study, the motivational model was
used to predict workers’ use of computers in the workplace. They found that
people’s intentions to use computers in the workplace were jointly determined by
their extrinsic and intrinsic motivations. Specifically, the usage was primarily
affected by their extrinsic motivation — perceptions of the usefulness of the
computers in improving their job performance, and secondarily influenced by
their intrinsic motivation — the degree of enjoyment they experience in using the

- computers.

2.2.1.3 Theory of Planned Behaviour ~
The theory of planned behaviour (TPB) is an extension of the theory of reasoned

action (Ajzen, 1991). According to TPB, an individual’s intention to perform a
task is jointly determined by three conceptually independent constructs: attitude

toward the behaviour, subjective norm, and perceived behavioural control.

Attitude toward the behaviour refers to “the degree to which a person has a
favourable or unfavourable evaluation or appraisal of the behaviour in question”
(Ajzen, 1991). Subjective norm refers to “the perceived social pressure to perform

or not to perform the behaviour”. Perceived behavioural control refers to “the
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perceived ease or difficulty of performing the behaviour and it is assumed to
reflect past experience and anticipated impediments and obstacles” (Ajzen, 1991).
Generally, a more positive attitude, more favourable subjective norm with respect
to a behaviour, and greater perceived behavioural control will result in an
individual having stronger intention to perform the behaviour (Ajzen, 1991).
However, the relative powers of attitude, subjective norm, and perceived
behavioural control in predicting intention vary across different behaviours (Ajzen,
1991). '

2.2.1.4 Combined TAM and TPB »
Combined TAM and TPB, as its name suggests, is a model developed by Taylor

and Todd (1995) which integrates the predictors of the theory of planned
behaviour with perceiyed usefulness from TAM. Taylor and Todd (1995) used the
model to predict eiperienced and inexperienced potential users of a student

computing information resource centre.

There are five major constructs in the combined model of TAM and TPB:
perceived usefulness, ease of use, attitude, subjective norm and perceived
behavioural control. C;)mbined TAM and TPB predicts that perceived usefulness
and ease of use affect users’ at.titude. Perceived usefulness, subjective norm and
perceivéd behavioural control together affect behavioural intention. In addition,
perceived behavioural control also directly affects behaviour. However, attitude

does not affect behavioural intention.

2.2.1.5 Model of Personal Computer Utilisation .
The model of personal computer (PC) utilisation was based on a subset of

Triandis’ (1980) theory of attitudes and behaviour, and was developed by
Thompson, Higgins and Howell (1991) to explain knowledge workers’ usage of

- personal computers in optional use environments. The model has six constructs.
The first three constructs - social factors, affect, and facilitating conditions, come
directly from Triandis’ (1980) theory of attitudes and behaviour, whereas the rest
three constructs: complexity, job fit and long-term consequences of use, were

developed by Thompson, Higgins and Howell (1991) and regarded as the three
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dimensions of perceived consequences, a construct in Triandis’ (1980) theory of

attitudes and behaviour.

In the model of PC utilisation, the construct complexity refers to “the degree to
which an innovation is perceived as relatively difficult to understand and use”
(Thompson, Higgins & Howell, 1991). Job fit refers to “the extent to which an
individual believes that using a PC can enhance the performance of his or her
job” (Thompson, Higgins & Howell, 1991), a construct similar to perceived
usefulness in the technology acceptance model. Affect refers to “the feelings of
joy, elation, or pleasure, or depression, disgust, displeasure, or hate associated by

an individual with a particular act” (Triandis, 1971).

The model of PC utilisation predicts that social factors, complexity, job fit, and
»1ong-term'consequences significantly influence PC use. However, neither affect -

nor facilitating conditions affects PC use.

2.2.1.6 Innovation Diffusion Theory
Rogers’ (1983) innovation diffusion theory (IDT) states that innovation adoption

is a process of uncertainty reduction and information gathering. An individual’s
decision to accept or reject an innovation is based upon five major perceptions
about the characteristics of the innovation: relative advantage, compatibility,
complexity, trialability, and observability. Relative advantage refers to the
béneﬁts and costs associated with an innovation (Rogers, 1995). Compatibility
refers to “the degree to which an innovation is consistent with the individual’s
values, past experiences, and needs” (Rogers, 1995). Trialability is “the degree an
innovation may be experimented with on a limited basis” and observability refers
to “the degree to which the results of an innovation are visible to others” (Rogers,

1995).

According to the innovation diffusion theory, there are five-stage adoption
decision processes in innovation adoption: knowledge, persuasion, decision,
implementation, and confirmation (Rogers, 1995). An innovation that is perceived

by potential adopters as having more relative advantage, compatibility,
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trialabililty, observability and less complexity will be more quickly accepted and

adopted by users (Rogers, 1995).

2.2.1.7 Social Cognitive Theory

Social cognitive theory (SCT) is one of the most powerful theories in explaining
human behaviour (Venkatesh et al., 2003). There are three elements in social
cognitive theory: environment, behaviour, and person. According to SCT, the
three elements are reciprocally determined (Bandura, 1986). That is,
environmental factors such as social pressures can influence personality and
demographic characteris..tics and behaviour, just as personality and behaviour can -
influence environment. Thus, individuals are influenced by the environment but
also can choose the environment in which they exist. Their behaviours in cértain
situations are influenced by environmental or situational characteristics, which, in
return, also influence their behaviours. Also, behaviours influence and are
influenced by individuals’ cognitive and personal factors (Bandura, 1986).
Bandura (1986) refers the relation between person, environment and behaviour as

“triadic reciprocality”.

Compeau and Higgins (1995) applied social cognitive theory to users’ acceptance
of computers and found that self-efficacy strongly influenced individuals’ feelings
and behaviours. High self-efficacy was associated with more computers dsage as
well as more enjoyment from usage aﬁd less computer anxiety. In addition,

outcome expectations, affect and anxiety also signiﬁéantly affected computer use.

- 2.2.1.8 Expectation-Confirmation Model
The expectation-confirmation model (ECM) is adapted from the expectation-

disconfirmation theory (EDT) in the consumer behaviour literature that has a
focus on consumer satisfaction, post-purchase behaviour and service marketing in
general (Bhattacherjee, 2001). In the marketing discipline, EDT predicts that
consumers go through a series of processes to form their re-purchase intention
(Oliver, 1980). First, initial expectation of a product or service is formed before
making a purchase. Then after accéptiﬁg and using the product or service for a

period of time, perceptions about the product or service are formed. Then the
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. perceived performance of the product or service is assessed against the initial
evaluation. Next the extent to which the perceived performance matches the
original expectation is confirmed, which serves as the basis of satisfaction. Finally,

satisfaction leads to repurchase intentions.

Applying this to information systems, ECM predicts that user’s satisfaction is
determined by the expectation of the IS and the confirmation of the expectation
after the actual use. B}hattacherjee (2001) applied EDT to the IS area to explain IS
continuance and found that both satisfaction with IS use and perceived usefulness
were determinants of IS continuance intention. However, the impact of

satisfaction was more salient than perceived usefulness.

2.2.1.9 Unified Theory of Acceptance and Use of Technology
(UTAUT)

Venkatesh et al. (2003) developed and empirically Validated the Unified Theory
of Acceptance and Use of Technology (UTAUT) which is based on eight user
acceptance models from the extant IS literature. According to UTAUT, three
constructs: performance expectahcy, effort expectancy, and social influence
directly influence users’ behavioural intention to use a new technology and
facilitating conditions directly affect their use behaviour. Gender, age, experierice,
~ and voluntariness of use are four moderating variables which directly influence

the four constructs.

2.2.2 TAM and Internet Related Studies
There is overlapping of some constructs in the aforementioned models. Some

constructs appear in several models. For instance, facilitation conditions appear
both in the model of PC utilisation and combined TAM and TPB. This is due to
theory integration or adaptation. Quite a few models were adapted from the theory
of reasoned action and the theory of planned behaviour. All the above models can
- be used to explain and/or predict IS acceptance and usage. However, it is

unrealistic to choose all the theories as the theoretical underpinning of this study.
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(Consequently, only the technology acceptance model (TAM) was chosen as the
tthzoretical basis of this study.

Areview of the extant literature shows that the TAM is the most widely used
1model in empirical studies of the utilisation of the Internet-based technology
;acceptance in specific areas (e. g., Porter and Donthu, 2006; Cheng, Lam and '
"Yeung, 2006; McKechnie, Winklhofer and Ennew, 2006; Lymperopoulos and
{Chaniotakis, 2005; Lai and Li, 2005; Saade and Bahli, 2005; Spacey, Goulding
:ard Murray, 2004; Shih, 2004; Chan and Lu, 2004; Wang ét al., 2003; Hong et al.,
:2002; Chuan, Lin and Lu, 2000; Yu, Liu and Yao, 2003; Moon and Kim, 2001;
(Chen, Gillenson and Sherrel, 2002; Lederer et al., 2000; Gefen, Karahanna and

. Siraub, 2003). Additionally, McCloskey (2006) used TAM to successfully explain
colder conéumers’ acceptance of e-commerce; McKechnie, Winklhofer and Ennew
:(2006) applied TAM to users’ usage of the Internet as a distribution channel for
financial services; Gefen, Karahanna and Straub (2003) and Monsuwe, Dellaert
aad Ruyter (2004)-also suggest the suitability of TAM as a theoretical
uaderpinning for understanding behavioural intention, usage, and acceptance of

Internet-based technologies.

The validity of TAM in explaining Internet-related technology acceptance has -
teen supported by the aforementioned studies. However, as noted earlier, despite
the popularity and robustness of TAM in Internet-related studies, to date, no study
has tested the applicability of TAM to users’ acceptance of Internet financial
reporting. Given the evidently successful use of TAM in similar studies, it was
decided that TAM would form the best theoretical underpinning in this study to

explain users’ acceptance of Internet financial reporting.

2.3 Review of TAM Studies

2.3.1 Overview

The technology acceptance model (TAM) has been the most well-known and

studied model in the information systems discipline. Originally proposed by Davis

24



(1986) in his doctoral thesis and later published in Davis, Bagozzi and Warshaw
(1989), TAM posits that users’ behavioural intention to use and accept a
technology is jointly influenced by two systems belief constructs: Perceived
Usefulness (PU) and Perceivéd Ease of Use (PEOU). In addition, the model also
predicts that perceived ease of use has an impact on users’ belief about the
perceived usefulness of the system. Figure 2.1 shows the TAM model and the

relationship between its key constructs.

Perceived

" Usefulness ’ X
External Attitude Behavioural Actual
Variables towards P Intention to P! System
Using . Use Usage

Perceived
Ease of Use

Figure 2.1 TAM model (Davis, Bagozzi & Warshaw, 1989)

Since Davis first proposed TAM in 1986, the model has gone through a series of
modifications and extensions. Three meta-analyses of TAM have been conducted
in the IS literature so far: King and He (2006), Legris, Ingham and Collerette
(2003) and Ma and Liu (2004). The latest and most comprehensive meta-analysis
of TAM is by King aﬁd He (2006) who list four major categories of modifications
of TAM over the years from 1986 to 2006:

(1) The inclusion of external precursors such as situational involvement, prior

- usage or experie_hce, and personal computer self-efficacy.

(2) The incorporation of factors suggested by other theories that are intended
to increase TAM’s predictive power, these include subjective norm,
expectation, task-technology fit, risk, and trust

(3) The inclusion of contextual fdctors such as gender, culture, and
technology characteristics that may have moderator effects

(4) The inclusion of consequence measures such as an attitude, perceptual

usage and actual usage.

Figure 2.2 shows the four categories of modifications of TAM.
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- Contextual Factors

TAM
1 Perceived : Usage
) M Usefulness (U) |\ Behavioral | | .
Prior Factors X Intontion (BI) [T /
\J Perceived . | | Aftitude
Ease of Use (EU) |
2 / 4 X
Factors suggested Consequent Factors

From other theories

Figure 2.2 TAM and Foﬁr Categories of Modifications
(Source: King & He, 2006)
My review of the TAM literature found that not every key construct of TAM is
‘included in prior studies of TAM. Specifically, while perceived usefulness,
perceived ease of use and usage are indispensable to the investigations, not every
prior study in TAM inciudes attitude towards using and behavioural intention to
\use in the realm of investigation. For instance, Legris, Ingham and Collerette
(2003) reviewed 22 of over 80 empirical studies on TAM that have been }
published in top IS journals from the period of 1980 to 2001. It was found that
three studies only included attitude towards ﬁsing and eight studies only included
behavioural intention. Four studies left both attitude towards using and
| behavioural intention to use out of the investigation and directly studied the
impact of perceived usefulness and perceived ease of use on usage of information
systems. As further instances, Adams, Nelson ahd Todd (1992), Davis (1989),
Gefen, Karahanna and Straub (2003), and McCloskey (2006) all excluded attitude
towards using in their investigations of technology acceptance based on TAM.
iVenkatesh and Davis (2000), Lederer et al. (2000), McKechnie, Winklhofer and
Ennew (2006) all excluded behavioural intention from their investigations. This
reflects that some constructs, such as attitude towards usi_ng and behavioural
intention to use, may be non-essential in the investigation of information
technology acceptance because these exclusions have not resulted in any evident

information loss.
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2.3.2 Perceived Usefulness and Perceived Ease of Use
Perceived usefulness (PU) and perceived ease of use (PEOU) are two key

constructs in TAM. Davis (1989, p. 320) defines PU as “the degree to which a
person believes that using a particular system would enhance his or her job
performance”, and PEOU as “the degree to which a person believes that using a
particular system would be free of effort”. Moore and Benbasat (1991) suggest
that PU is very similar to the notion of relative advantage in Rogers’ innovation
diffusion theory (1983), whereas PEOU is similar to the notion of complexity in
Roger’s innovation diffusion theofy. The influence of PU and PEOU on
behavioural intention to use and attitude towards using is evidenced in much of
the prior research: Davis (1989), Gefen, Karahanna and Straub (2003), Wang et
al. (2003), Wang, Lin and Luarn (2006), Venkatesh and Davis (2000), Sanchez-
Franco and Roldan (2006), Yu, Liu and Yao (2003), Venkatesh, Speier and
Morris (2002), Venkatesh and Davis (2000), Al-Gahtani and King (1999), James
et al. (2006), Chuan, Lin and Lu (2000), and Karahanna and Straub (1999), to
name just a few. In addition, prior research has also found that PEOU positively
affects PU, e.g., Gefen, Karahanna and Straub (2003) and Sanchez-Franco and
Roldan (2005). King and He (2006} performed a meta-analysis of the Technology
Acceptance Model on 88 TAM empirical studies published in IS journals. Their

~ findings strongly confirmed the reliability of perceived usefulness and perceived

ease of use and their applicability in a variety of contexts.

However, prior literature also has a few contradictory findings too, such as the
absence of a direct impact of PU on usage7 (McKechnie, Winklhofer & EnheW,
2006) and the absence of an impact of PEOU on PU (Hu et al., 1999; Pijpers &
.Montfort, 2005) and attitude (Hu et al., 1999), which are contrary to the findings
by Davis, Bagozzi & Warshaw (1989).

2.3.3 Antecedents of PU and PEOU ‘
Many studies show that antecedent variables can directly affect PU and PEOU.

These antecedent variables include: perceived need for privacy (PNP, James et al.,
XXVii

" McKechnie, Winklhofer and Ennew (2006) found that the impact of PU on the extent of use of
online financial services was indirect and fully mediated by attitude toward using.
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2006), perceived need for security (PNS, James et al., 2006), perceived physical
invasiveness (PPI, James et al., 2006), age (McCloskey, 2006), trust (McCloskey,
2006), product category involvement (McKechnie, Winklhofer & Ennew, 2006),
Internet access from home (McKechnie, Winklhofer & Ennew, 2006), online
purchasing experience (McKechnie, Winklhofer & Ennew, 2006), educational
qualification (Lymperopoulos & Chaniotakis, 2005), working experience
(Lymperopoulos & Chaniotakis, 2005), IS qﬁality (Chuan, Lin and Lu, 2000),
system characteristics (Pituch & Lee, 2006; Goodhue & Thompson, 1995), task
characteristics (Goodhue & Thqmpson, 1995, Karahanna & Straub, 1999),
trustS(Gefer_l, Karahanna & Straub, 2003), situational normality9 (Gefen, _
Karahanna & Straub, 2003), and knowledge-based familiarity'® (Gefen Karahanna
& Straub, 2003). Gefén, Karahanna and Straub (2003) suggest that traditional
antecedents of PU also consist of social influences (e.g, Karahanna & Straub,
1999; Venkatech & Davis, 2000).

James et al. (2006) studied users’ intention to use biometric dev1ces and found
- that perceived physical invasiveness negatively affected PEOU, whﬂe percewed
need for security influenced PU. PPI also negatively influenced users’ intention to

use the biometric device.

McCloskey (2006) found that age had a direct impact on senior consumers’
perception on the ease of use of e-commerce. In addition, trust (McCloskey, 2006)
was found to affect older consumers’ perceptions of usefulness and ease of use of

c-commerce.

McKechnie, Winklhofer and Ennew (2006) studied consumers’ use of the Internet
as a distribution channel of financial services and found that product category

involvement, Internet access from home and online purchasing experience

XX Viii
¥ It is interesting that in this study, PEOU was found to positively affect trust in an e-vendor. This
suggests that PEOU and trust affect each other. Trust was found to affect intended use in this
study.
® According to Baier (1986), situational normality refers to the assessment that a transaction w1ll
be successful, based on how normal or customary the situation appears to be.

10 According to Gefen, Karahanna and Straub (2003, p. 63), familiarity refers to * ‘experience with
the what, who, how and when of what is happening”.
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positively affected PEOU, whereas prior purchasing experience on the Internet of

non-financial services was positively related to PU.

Lymperopoulos and Chaniotakis (2005) found that educational qualification
affected bank employees’ perceived usefulness of the Internet as a marketing-
intelligence tool, whereas working experience negatively affected perceived

usefulness of the Internet as a marketing-intelligence tool.

Chuan, Lin and Lu (2000) investigated users’ behavioural intention to use a
website and included IS quality as an antecedent of PU and PEOU in their model.
The authors looked at IS quality from three perspectives: information quality,
response time, and system accessibility. It was found that information quality
directly and positively affected PU but not PEOU. Response time also affected
PU and PEOU of a web site. System accessibility affected PEOU but not PU.

Pituch and Lee (2006) studied students’ intention to use an e-learning system.
Three system characteristics variables: system functionality, system interactivity
and system response, and two participant characteristics: self-efficacy and Internet
experience were included as external variables in their TAM model test. It was
found that system characteristics affected two belief constructs — PU and PEOU,
whereas two participant characteristics — self-efficacy and Internet experience did

not have an impact on PU and PEOU.

Gefen, Karahanna and Straub (2003) studied consumers’ intention to use a
business-to-consumer (B2C) web site and found that trust positively influenced
PU. They also found that situational normality and knowledge-based familiarity
positively affected PEOU of an e-vendor’s web site. Situational normality and
knowledge-based familiarity were also two antecedents of trust, reflecting a

considerable overlap of the antecedents of trust and PEOU.

The above review shows that perceived usefulness and perceived ease of use are

two constructs that are easily influenced by their antecedents. Many of these
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antecedents are context specific. For instance, perceived need for privacy and
perceived need for security were used in the context of the acceptance of
biometric devices. Consequently, it is envisaged that in the context of the
acceptance of Internet financial reporting, the two system bélief constructs:
perceived usefulness and perceived ease of use might also be affected by some

antecedent variables that are specific to the context.

2.3.4 Perceived Credibility
In information system research, Wang et al. (2003) were the first to include

Perceived Credibility as a new construct in TAM and found evidence that
perceived credibility could affect pérceived usefulness and users’ behavioural
intention to use an information system. Fovllowing Wang et al. (2003), the impact
- of perceived credibility on behavioural intention to use information systems was
replicated in Ong, Lai and Wang’s (2004) study of electronic learning, Luarn and
Lin’s (2005) study of mobile banking, Wang’s (2003) study of tax filing, and
Wang, Lin and Luarn’s (2006) study of mobile service. |

‘Wang et al. (2003) studied factors determining users’ acceptance of Internet
banking in Taiwan. According to Ganesan (1997), perceived credibility is defined -
as “the extent to which one partner believes that the other partner has the

required expertise to péiform the job effectively and reliably”. Wang et al. (2003)
followed this definition and Doney and Cannon’s (1997) proposition that
perceived credibility is a dimension of trust. In their study, Wang et al. (2003) '
found strong evidence that users’ perceived credibility regarding security and

» privacy issues of Internet banking can affect users’ acceptance of Internet banking.
And compared with other studies of e-banking or e-tailing acceptance researcﬁ, in
their study, perceived credibility has higher predictive and explanatory power of
users’ adoption of Internet banking than other factors. Their study was the first to
establish the significant impact of perceived credibility as a significant antecedent

of users’ iﬁtcntion to use an Internet banking system.

In another study, Wang, Lin and Luarn (2006) investigated consumers’ intention

to use mobile service (i.e., electronic service using mobile devices and wireless
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telecommunication networks; mobile devices include cellular phones, hand-held
or palm-sized computers). Perceived credibility was included in the TAM model
and was defined as “the extent to which a person believes that using mobile
service will be free of security and privacy threats”. It was found that perceived
credibility significantly affected perceived usefulness of the mobile service and
users’ behavioural intention to use the mobile service. Perceived credibility can
increase users’ perception of the usefulness of a mobile service system through

the benefit of security and privacy protection.

Luarn and Lin (2005) studied users’ intention to use mobile banking services in
Taiwan. Based on Wang et al. (2003)’s study, Luarn and Lin (2005) also included
perceived credibility as a construct in the TAM model. The authors comment:

“In general, the perceived credibility that péople have in the system, to securely
conclude their transactions and maintain the privacy of their personal
information, affects their voluntary acceptance of mobile banking.” In this study,
it was found that perceived crédibility is a more salient factor to determine users’
acceptance of mobile banking services than the two system belief constructs:
perceived usefulness and perceived ease of use. The standardised path coefficient
for perceived credibility is 0.36, greater than 0.33 for pefceived ease of use and
0.31 for perceived usefulness. Luarn and Lin’s (2005) finding suggests the
importance of perceived credibility in certain technology acceptance contexts such

as mobile banking services.

Ong, Lai and Wang (2004) also included perceived credibility as a new construct
in the TAM model and investigated whether the modified modellexplains
“engineers’ acceptance of e-learning systems, i.e., the delivery of instructional
content or learning experience on the Internet, extranets and intranets in high-tech
comp'anies. Perceived credibility was defined as “the degree to which a person
believed that using a particular system would be free of privacy and security
threats”. It was found that perceived credibility positively influenced engineers’
behavioural intention to use e-learning systems. This finding confirms that
pri\iacy and security are important issues in a web-based environment and that e
learning systems ensuring users’ freedom from privacy and security threats will

contribute positively to e-learners’ willingness to accept them.
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TThe impact of perceived credibility was also found in Wang’s (2002) study of
wsers” adoption of electronic tax-filing systems for individual income tax returns
iin Taiwan. Again, perceived credibility refers to the security and privacy issues in
tthz online tax-fling systems. It was found that perceived credibility significantly

iinfluenced users’ behavioural intention to adopt electronic tax-filing systems.

"The above studies show that in an online context, perceived credibility playé a
irole in users’ écceptance of Internet applications. It is envisaged that perceived

credibility also has an impact on users’ acceptance of Internet financial reporting.

2.3.5 Perceived Risk
"The concept of perceived risk was first introduced in marketing research, e.g.,

1Bauer (1960), Frambach (1993, 1995) and Ostlund (1974). Bauer (1960) defines
1risk as the uncertainty and consequences associated with a consumer’s actions.
.And in consumer research, perceived risk refers to a consumer’s perceptions of
'the uncertainty and adverse consequences associated with buying a product or

:service (Cunningham, 1967).

IS researchers have also included perceived risk as a variable of interest in studies
of Internet Banking, e.g. in Bhimani (1996), Cockburn and Wilson (1996).
Recently, perceived risk has been added to the traditional TAM model in some
studies in consideration of the context of the IS/IT and in order to increase the
explanatory power of TAM. These studies include Chan and Lu’s (2004) study of
users acceptance of Internet banking in Hong Kong, Lu, Hsu and Hsu’s (2005)
study of users’ intention to use online applicatibns, Wu and Wang’s (2005) study
of usérs’ acceptance of mobile commerce in Taiwan, and Park, Lee and Ahn’s

(2004) conceptual risk-focused e-commerce adoption model.

Lu, Hsu and Hsu (2005), after taking account of perceived risk, used the following
research model (see Figure 2.3) to investigate users’ intention to use online

application and defined perceived risk as “the degree to which a user feels the
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uncertainty and adverse consequences of using an online application service in
areas of financidl risk, physical risk, functional risk, >social risk, time-loss risk,
opportunity cost risk, and information risk”. In their study, perceived overall risk
was therefore measured from the seven dimensions mentioned in the definition. It
was found that perceived risk did not have a direct impact on users’ behavioural
intention to use online applications. However, perceived risk directly influenced

perceived usefulness and attitude toward using online applications.

Perceived
Risk

Perceived Attitude toward ||  Behavioral
Ease of Use Use Intention to Use

v

‘ Percetved
gt Usefolness

Figure 2.3: A Research Model for Online Application Acceptance
Source: Lu, Hsu and Hsu (2005)

In another study, Chan and Lu (2004) included perceived risk as an external
variable for pérceived usefulness and perceived ease of use in a study of users’
adoption of Internet Banking in Hong Kong. In their study, perceived risk is
defined as “the uncertainty that customers face when they cannot foresee the
consequences of their purchase decisions” and has two dimensions: uncertainty
and consequence. It was found that perceived risk was significantly and
negatively related to perceived usefulness only for potential adopters of Internet

banking, but not for existing users of Internet banking.

Wang et al. (2003, p. 505) did not include perceived risk in their study of users’
acceptance of Internet banking because, in their opinion, perceived risk is
multidimensional and therefore presents a measurement problem. However, the

authors conceptually differentiate three variables: perceived risk, trust, and
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perceived credibility. They define perceived risk as a “consumer’s subjective

expectation of suffering a loss in pursuit of a desired outcome”.

In another study, Wu and Wang (2005) included perceived risk in their revised
TAM and studied the determinants of users’ acceptance of mobile commerce — the
direct or indirect transactions with a monetary value implemented via a wireless
telecommunication network. Perceived risk was included as a direct antecedent of
behavioural intention to use in their model and it was found that perceived risk
positively influenced users’ behavioural intention to use mobile commerce. The
impact of perceived risk on consumer’s adoption of e-commerce was also
supported by Park,Lee and Ahn (2004) who developed a risk-focused e-commerce
adoption model where percei\?ed risk had two components: perceived risk in the
context of transaction and perceived risk with product/service. It \;vas found that
perceived risk in the context of transaction and perceived risk with a
product/service have significant direct effects on consumers’ adoption of e-

commerce.

In sum, prior research of technology acceptance has mixed treatments of
perceived risk by either excluding it from TAM or including it directly as an

' antecedent of behavioural intention to use, or as an antecedent of perceived
usefulness and perceived ease of use. Extant literature also has mixed ﬁndings ,

regarding the impact of perceived risk, both positive and negative.

2.3.6 Computer Self-efficacy

In the IS literature, experience with computer technology has been found to
influence affect towards computers and computer usage, €.g., in Levin and '

Gordon (1989), Harrison and Rainer (1992), Agarwal and Prasad (1999).

According to Compeau and Higgins (1995), self-efficacy is the self-belief of a
person that he/she is capable of performing a particular behaviour. Self-efficacy
has been a well studied construct in social psychology. Bandura (1986) defines
self-efficacy as “people’s judgements of their capabilities to organise and execute

courses of action required to attain designated types of performances. It is
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concerned not with the skills one has but with judgments of what one can do with
whatever skills one possesses”. Self-efficac<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>