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Abstract. Banking sector has developed and extended the usage of online services in the past decade. In fact, 

nowadays, Internet-based banking services dominate over other historically provided alternatives. This article 

discusses private clients’ trust in Internet banking in Latvia. The model of trust in Internet banking was developed 

based on four factors, distinguished in the scientific literature. They are provided information, bank’s characteristics, e-

banking system and website of a bank. Hence, the goal of the research is to measure the impact of distinguished factors 

on trust in Internet banking. In order to determine how these attributes affect private customers’ trust, correlation and 

regression analysis were applied. The results showed that the most vital factor affecting private clients’ trust in Internet 

banking is e-banking system. What is more, it was found that provided information is a statistically insignificant factor 

and, hence, it was removed from the model. Respondents, being private customers, limit the breadth of study, thus 

the results do not reflect companies’ trust in Internet banking. 
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Introduction 

Scientists dealing with commercial banking sectors agree that trust is one of the decisive factors 

leading to successful banking activities. Trust provides collaboration between commercial bank and its 

clients. This allows the bank to maintain/gain a competitive advantage in the market. With increasing 

diversity of services provided by commercial banking, trust becomes a factor driving customer to 

decide whether to accept or to dismiss innovations. Because of that, it is necessary to develop/increase 

trust in commercial banks. 

The development of e-commerce and electronic financial transactions led to the situation when the 

majority of companies offer intangible products.  Therefore, trust in banks has become an integral part 

of virtual business, because none of the virtual transaction can take place without a commercial bank. 

Users choose a virtual service as well as select a bank through which the payment will be made. The 

choice of commercial bank is intertwined with trust. For this reason, whilst analysing trust in 

commercial banks, it is necessary to pay attention to Internet banking, as it is one of the most 

developing services of banks and it is becoming more popular amongst users. In fact, Internet banking 

is important for reaching an overall success of commercial banking activities, as many commercial 

banks’ services are provided online. Internet banking is one of the most popular banking forms in 

Latvia, as it helps to reduce costs and develop completely different services for clients. Hence, it is 

important to encourage customers to use Internet banking in order to provide them with the most 

efficient services the bank could offer. However, not every user trusts Internet banking, which could 

lead to the refusal to use Internet banking. That is why it is important to analyse the factors influencing 

customers’ trust in Internet banking. Actually, many researches regarding interface between trust in 

Internet banking and customers’ intention to use it were conducted during the past decade. In fact, 

many scientists claim that trust has a positive direct impact on clients’ intention to use Internet 

banking (Aldás-Manzano, Lassala-Navarré, Ruiz-Mafé & Sanz-Blas, 2009; Bashir & Madhavaiah, 

2014; Brar, Sharma & Khurmi, 2013; Casaló, Flavián & Guinalíu, 2008; Chong, Ooi, Lin & Tan, 

2010; Ong & Lin, 2015; Özkan, Bindusara & Hackney, 2010; Suvanto, 2012; Thakur, 2014; Yiga & 

Cha, 2014). What is more, Özkan et al. (2010) state that trust is the factor that affects customers’ 
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further intention to use Internet banking. As trust is considered to be a crucial factor having impact on 

success of Internet services, it is necessary to determine what leads to higher trust level. Consequently, 

the aim of the research is to create a model of private customers’ trust in Internet banking. The 

objectives of the study are (1) to distinguish the factors that influence customers’ trust and (2) to test 

the developed theoretical model of trust formation in Latvia. The current article contributes to the 

scope of knowledge regarding factors having impact on trust in Internet banking, and the research 

results provide the basis for the future studies in the related field. 

Literature Review 

There are scientists considering satisfaction an important factor that influences trust in Internet 

banking (Kassim & Abdullah, 2010; Loureiro, Francisco & Breazeale, 2014; Shao Yeh & Li, 2009; 

Yap, Wong, Loh & Bak, 2010a). According to the research conducted by Butt and Aftab (2013), 

satisfaction is the factor that helps to enhance customers’ trust in virtual space. In fact, satisfaction and 

trust are directly proportional variables, suggesting that if the customer is satisfied with the online 

services provided by bank, he or she will probably use it again. Using always the same services means 

that the user feels safe, that is,  he or she trusts the service provider. Yap, Wong, Loh and Bak (2010b) 

state that perceived usefulness of Internet banking is the factor affecting the level of customers’ trust. 

Yap et al. (2010) claim that perceived usefulness of Internet banking positively effects the level of 

customers’ trust. Akhlaq and Ahmed (2013), whilst studying Internet banking, stated that motivation 

positively influences trust. Zhu and Chen (2012) determined fairness as a factor that has a positive 

impact on consumers’ trust. Yap et al. (2010) state that trust in e-banking is influenced by perceived 

security and privacy of bank’s website, perceived usefulness of Internet banking and website’s ease of 

use. Liébana-Cabanillas, Muñoz-Leiva and Rejón-Guardia (2013) mention ease of use and 

accessibility of e-banking website as factors that develop trust in Internet banking. Yu, Balaji and 

Khong (2015) distinguish the following factors influencing trust-building process: goodwill, 

employees’ competence, integrity (the service provider's interest in the client's welfare) and shared 

values. Zhao, Koenig-Lewis, Hanmer-Lloyd and Ward (2010) state that there is a substantial 

relationship between trust and perceived risk, considering that trust and perceived risk are the elements 

explaining clients’ intention to use e-banking services. Susanto, Lee, Zo and Ciganek (2013) mention 

the following factors that influence trust formation in Internet banking: perceived benefits, perceived 

security, perceived privacy, bank’s reputation and ease of use of a website. Lee and Moghavvemi 

(2015) found that there is a positive relationship between clients’ trust and the bank’s image, that is, 

image influences the level of trust. In order to easily understand the factors of trust in Internet banking 

formation, all the factors were merged into four groups: 

1. Information:  

 transparency 

 quality 

 reliability 

2. E-banking system: 

 perceived usefulness,  

 satisfaction with the services 

 internal clients’ motivation to use e-banking system 

 fairness 

3. Bank’s website: 

 security  

 privacy  
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 ease of use 

4. Service provider / the bank: 

 Reputation 

 image  

 goodwill  

 competence of employees  

 integrity 

 shared values 

To sum up, four factors from the scientific literature are analysed and passed on to the Latvian 

respondents for evaluation. 

Methodology 

One of the main methods used in social studies is questionnaire. Questionnaire is a set of formalised 

questions used in obtaining information from respondents (Dikčius, 2011). After respondents complete 

the survey, their answers are summarised and conclusions that reflect the opinion of whole population 

are drawn. What is more, there are many questionnaire forms, for instance, in-depth interview, which 

could be conducted in person, by phone, by e-mail and so on. However, online survey is the most 

popular form of interview, as it could help to connect with the right number of respondents easier.  

In order to get the answers that most accurately reflect the situation, the questions ought to be properly 

formulated. Moreover, questions should be formulated in such a way that respondent understands 

them correctly, because only then the analysis of the views of the respondents could be reliable. 

For the purpose of getting the reliable research results, the right method of assessment should be 

chosen for respondents’ views. There are many scientists who use the Stapel scale method (Ahmed et 

al. & Hasan, 2014; Sreejesh et al., 2014), semantic differential scale method (Ciabuca, 2015; Kahveci, 

2015) and Likert scale method (Breffle et al., 2011; Petsky et al., 2012). However, Likert scale 

remains the most popular scale whilst conducting researches. A researcher who uses the Likert scale 

provides a respondent with statements that ought to be evaluated. The respondent should assess the 

statements based on a five-point Likert scale, that is, the respondent has to indicate the degree of his or 

her agreement or disagreement with the statements. In other words, the factors provided to the 

respondents are measured with five-point Likert scale, that is, the respondents should indicate the level 

of their agreement with the statement that the certain factor influences the level of trust in Internet 

banking.  

What is more, in order to obtain the reliable research results, the size of the sample ought to be stated. 

The number of respondents in the sample is calculated using equation (1): 

                                                       
 

   
 

 

                                                                                                         (1) 

     where      

            n – sample size 

           N – general population 

           ∆  – margin of error. 

In order to estimate the strength of the relationship between two variables, a correlation analysis was 

used. Correlation coefficient rxy ranges between −1 and 1. The further the value of the coefficient is 

from 0, the stronger is the relationship between the variables. The sign of the correlation coefficient rxy 

quantifies the direction of the linear association. The formula for the correlation coefficient calculation 

is presented in equation (2):  
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Cov     

   
    

 
                                                                                    (2) 

 where 

           covariance of x and y  

   
  and   

   the sample variance of x and y 

 

One of the most important tasks of the research is to set the level of the strength of the relationship 

between examined factors. For the purpose of reaching this objective, the correlation and regression 

analyses are conducted. The correlation shows the level of the strength of the relationship and the 

direction of the relationship, whilst the regression explains the interface between dependent and 

independent variables. In order to explain the correlation coefficient, that is, the strength of the 

relationship, the characteristics presented in Table 1 are used. 

 

Table 1. Qualitative characteristics of the level of strength of relationship (Source: Bartosevičienė (2010)) 

Quantitative characteristics of 

correlation coefficient 
Under 0.3 0.3–0.7 0.7–0.9 0.9–0.99 

Qualitative characteristics of 

correlation coefficient 
Weak Moderate Strong Very strong 

 

In order to determine the level of the relationship, Pearson linear coefficient of correlation is used. The 

coefficient is obtained with SPPS Statistic software’s function Correlate. In order to check whether 

the coefficient is statistically significant, Student’s test is used. Before conducting the correlation 

analysis, two hypotheses are stated: 

    correlation coefficient is equal to zero         

    correlation coefficient is not equal to zero         

The study examines one dependent variable, which is customers’ trust in Internet banking (Y1), and 

four independent variables: provided information (X1), e-banking system (X2), bank’s website (X3) 

and service provider/the bank (X4). In order to determine the level of impact of all independent 

variables on the dependent variable, the regression analysis is applied. In the current study, a multiple 

regression analysis is used (3) (Pabedinskaitė, 2009). 

 

           
 
                                                                                                       (3) 

where 

  – dependent variable 

a0 – constant 

a1, a2, …, an – coefficient of independent variable 

x1, x2, …, xn – independent variable 

n – number of independent variables 

 

In order to describe the obtained regression model, the following criteria are used (Čekanavičius & 

Murauskas, 2014; Cohen, Cohen, West & Aiken, 2003): 

Coefficient of determination,   . The coefficient of determination is a number that indicates the 

proportion of the variance in the dependent variable that could be predicted from the independent 
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variables. The coefficient of determination ranges between 0 and 1. The determination coefficient 

should fulfil the condition        . 

Analysis of Variance (ANOVA) p-value. The indicator shows if there are independent variables in the 

model that are connected to dependent variable. If the value of p is greater than 0.05, it means that Y 

does not depend on X. If the value of p is less than 0.05, it means that there is at least one independent 

variable X on which the dependent variable Y depends.  

Student-test. The test shows if independent variable X is statistically significant. If the indicator is less 

than 0.05, the examined X is statistically significant, and if the indicator is greater than 0.05, the 

examined dependent variable is insignificant and could be eliminated from the model.  

Variance inflation factor (VIF). VIF helps to detect if there is multicollinearity between independent 

variables. If VIF is greater than 4, it shows that there is multicollinearity problem, and the model ought 

to be modified.   

Empirical Findings 

To start the survey, the size of the sample ought to be computed. It was calculated by applying formula 

(1) and is equal to 350. The confidence level is 95% and the confidence interval is 5.23. In fact, 351 

answers were obtained from the survey. 

Whilst examining customers’ trust in Internet banking (Y), four factors that were presented in 

theoretical part of the current study are analysed: (1) provided information (X1); (2) e-banking system 

(X2); (3) website of a bank (X3); (4) bank’s characteristics (X4). 

Correlation coefficients between the distinguished factors and trust in Internet banking are presented 

in Table 2.  

 

Table 2. Correlation coefficients between distinguished factors and trust in Internet banking in Latvia (Source: 

author’s calculations) 

 Provided 

information 

E-banking 

system 
Bank’s website 

The bank’s 

characteristics 

Trust in 

Internet 

banking 

rxy 0.519
*
 0.658

*
 0.652

*
 0.617

*
 

Significance 

(two-tailed) 
0.000 0.000 0.000 0.000 

N 344 344 344 344 

*
Correlation is significant at significance level of 0.01. 

 

Table 2 depicts that all the correlation coefficients are significant at significance level of 0.01. Whilst 

analysing correlation coefficients, it could be seen that there is a moderate direct relationship between 

provided information and trust in Internet banking (          . What is more, there is a strong 

direct relationship between trust in Internet banking and e-banking system (          . In other 

words, the higher is the level of perceived usefulness, customers’ satisfaction with bank’s provided 

services and internal clients’ motivation to use e-banking system, the higher is the level of trust. 

Moreover, according to the correlation coefficients matrix (see Table 2), there is a positive direct 

relationship between trust in Internet banking and commercial bank’s website (          . The 

website of commercial bank is presented through proxy variables, such as website’s security, privacy 

and ease of use. This is to say, the more secure the customer feels and the easier it is to use the 

website, the higher is the level of trust in Internet banking. There is a direct positive relationship 

between the bank’s characteristics and trust in Internet banking as well (          . This is to say, 

the level of customers’ trust in Internet banking depends on commercial bank’s image, reputation, 

good customer services and so on. In all the cases, the correlation coefficients are greater than zero, 
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implying that the null hypothesis that the correlation coefficient is equal to zero is rejected 

(Significance (two-tailed)             .  

 

Table 3. Multicollinearity statistics (Source: author’s calculations) 

 

Information 

provided 

E-banking 

system 
Website 

The bank’s 

characteristics 

VIF 2.016 2.553 2.937 2.559 

 

It can be seen from Table 3 that all the VIFs are less than 4, which means that there is no 

multicollinearity and all the predictors could be used for the regression model development. What is 

more, ANOVA p-value is 0.000, denoting that there is at least one dependent variable X which is 

linked to independent variable Y. Moreover, the coefficient of determination R
2
 is equal to 0.519, 

which means that the regression equation explains 51.9% of the data. The developed regression model 

is presented in equation (4): 

 

                                                                                     (4) 

 

From the regression equation (4), it is clear that the information provided for customers (X1) is not 

included in the model. In fact, the dependent variable X1 has appeared to be insignificant.  However, 

there is one variable that is statistically insignificant – the information provided to customers. In other 

words, the information provided by the bank has no impact on clients’ trust in Internet banking. It 

could be explained by the fact that provided information is majorly associated with traditional 

banking. All the rest variables are statistically significant, so they do have influence on trust of 

Latvia’s residents in Internet banking.  

Conclusions 

Analysing the scientific literature on trust in Internet banking showed that trust is one of the vital 

factors of successful activities in commercial banks. It helps the bank to retain present customers as 

well as to attract new ones. Four factors influencing trust in Internet banking were examined. They are 

provided information, e-banking system, bank’s website and bank’s characteristics. Whilst studying 

these factors, regression equation was created. Moreover, it was found that the information provided to 

customers is statistically insignificant factor and, therefore, it was eliminated from the regression 

model. In fact, it was found that e-banking system is the factor having a major impact on the level of 

customers’ trust in Internet banking in Latvia. Actually, the regression analysis showed that the trust in 

Internet banking is a compilation of e-banking system, bank’s website and bank’s characteristics. 

Therefore, the current study contributes to the expansion of practical knowledge regarding factors 

affecting the level of customers’ trust in Internet banking. However, there is a limitation of the current 

study. The study was conducted in order to know which factors influence individual users’ trust in 

Internet banking. However, it does not cover business companies in that issue. Therefore, the further 

research might be conducted in order to examine the factors affecting companies’ trust in Internet 

banking, as the major part of customers of commercial banks are companies. To sum up, it becomes 

clear that commercial banks should make efforts to improve all the variables that have an impact on 

customers’ trust in Internet banking, as Internet banking is considered to be one of the most important 

services commercial banks provide. 
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