CHAPTER II

LITERATURE REVIEW

2.1 Theoretical Background
211 E-WOM
As mentioned above, electronic word of mouth or E-WOM refers to,
“any positive or negative statement made by potential, actual or former
customers about a product or company, which is made available to a
multitude of people and institutions through the Internet” (Hennigg et al.,

2004).

In this new modern era of technology, users and customers have
access to various platforms for feedbacks, opinion, and experience of others,
may it be goods or services, everyone can share their thoughts to others
through the internet (Hennigg et al., 2004). One very common platform
example is social networks (Yoon., 2012). Feedbacks and e-WOM have
various forms, it could be comments, photos or videos, or even their own
applications such as blogs and websites, and what makes it attractive is that
it is very visual which makes it more attractive and enjoyable (Erkan &

Evans, 2016).

However, just like any other commercials or advertisements, it is
having issues with credibility. E-WOM usually are posted by strangers or

random people with different backgrounds and lives, what may leave a
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positive response to someone may not do too to others (Park & Lee, 2009).
A research done by Mangold and Faulds suggested that social media should
not be used as a financial advice or as a foundation for behavioural intention,
but more as a reliable source of information about the brand. On the other
hand, users’ reviews may include experiences, opinions, and evaluations of
the product or services, which plays a fundamental role in introducing new

technologies such as blockchains and cryptocurrency.

2.1.2 Website Quality

Website quality refers to an evaluation of how good a website is and
how much their features can cover the needs of the users which reflects the
overall quality of the website. (Aladwani & Palvia., 2002). On of the most
challenging expectations from users within e-commerce is good
salesmanship and the assumption that it complies with commercial

standards in order to have confidence in it (Liao et al., 2006).

Trust reduces consumers uncertainties towards the seller which give
them perception of some control over a transaction (Pavlou., 2003), which
encourages future transactions and may build long-term relationship. For
cryptocurrency that exist solely in the digital environment, website quality
is like the face presented to their audience, it may or may not affect the users

behaviour, but it definitely have some influence on it.

As the previous statements mentioned above, Trust factor is the

fundamental of success within the online environment (Corritore et al.,
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2003). During a website usage, users go through a previous exploratory
stage before being ready to carry out commercial transactions. As the
consumers never had never used the website, newcomers put trust based on
reputation. Once the users overcame the first phase, the consumer may
decide on a riskier behaviour such as placing an order (McKnight &

Chervany., 2001).

With this, we can conclude that there might be a certain relationship
between trust and website quality and in turn might influence behavioural
intention of users, since this is one of the main objective of cryptocurrencies

(Mendoza., 2019).

2.1.3 Perceived Risk

The term perceived risk was first used by Bauer, it was indicating
that consumer behaviour involves risks. In other words, any sort of actions
done will always birth consequences that are unpredictable and unexpected,
and some may be undesirable (Bauer., 1967). Thus, perceived risk can be
referred as unexpected consequences that are possible to occur produced

from the actions that the consumers made (Murray & Schlacter., 1990).

From the perspective of cryptocurrency, there are two main points.
The first point is that a lot of the coins are shitcoins or a fraud with no actual
purpose and just speculative bubbles (Liu et al., 2019). This is due to the
fact that there needs to be a full understanding of the complex way in which

the crypto world operates which results in the need for a relatively advanced
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comprehension of knowledge about cryptography and computer science in
order to understand how it works. Therefore, for some authors, it’s the
perfect way to operate their scam and fraud schemes with false information

by just slapping a few sentences that sounds ‘advanced’ (Solimano., 2018).

The second point is that the blockchain technology will have more
significance usage and some coins may have a lot more utility that the
current state (Liu et al., 2019). Although, these new payment methods are

still not that common which will or may lead to uncertainties.

Perceived risk is one of the most fundamental factors in determining
the decision to trust each other (Hong & Cha, 2013), i.e., if a consumer’s
online transaction experience is associated with a high level of risk, then the
trust level of the seller decreases, and the need to control the transaction

increases (Olivero & Lunt, 2004).

In fact, several studies have shown that perceived risk do have
negative effect factor on trust (Hong, 2015), i.e., Pavlou and Jarvenpaa’s
(2003) research reported that the higher the trust factor of consumers in an
online seller, the lower the perceived risk. Likewise, if the perceived risk is
reduced, it is possible that the behavioural intentions of users within the

crypto market will improve.

2.1.4 Trust
Lewicki and Wiethoff (2006) described trust as “the belief and

willingness of an individual to act on the words, actions and decisions of
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another”, i.e., how much an individual is comfortable in relying to other
parties with how much sense of security they feel, despite the lack of control
over that party, and although the results are uncertain (McKnight &

Chervany, 2001).

Scams and fraud involving cryptocurrency like bitcoin has been a
common occurrence for years, it is also used for tax evasion (Smith &
Weismann, 2014), therefore, cryptocurrency has been the most preferred
route for money laundering and cybercriminal (Yin & Vatrapu, 2017). The
use of cryptosystems in illegal activities has become the main concern of
crypto users in which may result to consumers being reluctant to buy them

(Pavlou, 2003).

However, there are several ways to generate confidence for the
users, the credibility in the technology behind cryptocurrency is one of them
(Bucko et al., 2015). In this sense, building a certain crypto coin is not a
simple progress (Vandercort & Gaucas, 2015) as they require advance use
of cryptographic methods that guarantee confidentiality while providing
transparency method of verification without intermediaries (Dierksmeier &
Seele, 2018). Based on the above, Cryptocurrency transactions are tracked
and recorded within the blockchain technology, which is a public registry
and therefore provides transparency that avoids trusting a central authority,
like the case with the multinational PayPal (DeMartino, 2018). Therefore,
with cryptocurrency, not only does it reduce transactions and cost, it also

maintains credibility and motivates its use (Dierksmeier & Seele, 2018).
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2.1.5 Performance Expectancy

The simple definition of Performance Expectancy is as the words
implies. It is to what extent an individual expects that a specific technology
IS going to improve his or her productivity in doing their activities

(Venkatesh et al., 2003).

Due to the lack of concrete intrinsic value, Cryptocurrency can only
be measured based on the current “hype” of its users, the more buyer, and
new users, the higher the value of a certain coin will be, vice versa.
Therefore, following the law of supply and demand (Lubyanskiy, A.M.,
2017), with the constant positive supply proportionality to price, the higher

the value will be.

Cryptocurrency main usage are, as payment method and exchanges,
and/or investment. Based on these utilities, the performance expectancy of
cryptocurrency depends on a couple of things: transaction speed, security,
and price. For reference, Bitcoin’s can process up to 7 TPS (transaction per
second). This is considered very slow compared to Visa/Mastercard which
can process up to 24 thousand TPS. However, Studies have found that
despite the increase in number of new users, this growth is not balanced by

the number of projects that wants to work using cryptocurrency as its base.
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2.1.6 Previous Studies

This section shows some of the previous studies in relation to the

trust factor towards cryptocurrency.

Table 2.1: Previous Studies

Author Title of Article Variables Analysis Tool Conclusion
Eloy Gil- Cryptocurrencies | 1. Trust 1. Partial Least | It is emphasized that
Cordero, Juan | as a Financial 2. E-WOM Square both Trust and
Pedro Tool: 3. Website Quality Regression | Performance
Cabrera- Acceptance 4. Perceived Risk | 2. Seven-point | Expectancy have a
Sanchez, Factors 5. Performance likert scale | high significance
Manuel Jesus expectancy factor on
Arrés-Cortes, Behavioural
2020. Intention. Likewise,

E-WOM and Web
Quality does
construct more
weight on trust in
which E-WOM is
superior. On the
other hand, perceived
risk has a negative
factor on trust.
Ludwig Cryptocurrency . Attitude 1. Ordinary It is found that
Christian Adoption and Subjective Least attitude, subjective
Schaupp, the Road to Norms Squares norms, and perceived
Mackenzie Regulation Perceived Regression | behavioural control
Festa, 2018. Behaviour 2. Seven are al positively
Control Point associated with the
. Intention to Likert intention to adopt the
Adopt Scale use of
cryptocurrency.
Government
regulation is
necessary to deter
price manipulation
and fraud, but the
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Author Title of Article Variables Analysis Tool Conclusion

lack of regulation is

why many investors

buy cryptocurrencies.
Osama A PLS-SEM 1. Optimism 1. Partial Optimism has the
Sohaib, Neural Network | 2. Innovativeness Least strongest positive
Walayat Approach for 3. Insecurity Square influence on
Hussain, Understanding 4. Discomfort 2. Structural | perceived ease of
Muhammad Cryptocurrency 5. Perceived Ease Equation use. It is also shown
Asif, Adoption of Use Modelling | that discomfort has a
Muhammad 6. Perceived negative influence
Ahmad, Usefulness perceived ease of use
Manuel 7. Use Intention followed by
Mazzara, insecurity, but the
2019. ANN model predicts

that insecurity has a
higher impact than
discomfort, which is
by far the weakest
predictor. The
findings from both
the PLS and ANN
also showed
perceived ease of use
has the strongest
influence on
perceives usefulness.
The PLS analysis
shows
innovativeness is
ranked higher than
optimism, but this is
not the case in ANN.
Optimism is ranked
higher than
innovativeness in the
ANN analysis.
Discomfort and
insecurity are
ranking are matched.
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Author Title of Article Variables Analysis Tool Conclusion
Finally, both the PLS
and the ANN
analysis shows both
perceived usefulness
has a higher
significant positive
effect on
cryptocurrency use
intention than
perceived ease of
use.

Julio C. Social Social Partial Least | Social commerce
Mendoza- Commerce as a Commerce Square usage increases
Tello, Higinio | Driver to Usage Regression perceived trust,
Mora, Enhance Trust Social Support Seven-point | social support, and
Francisco A. | and Intention to Perceived likert scale Intention to use and
Pujol-Lopez, | Use Trust reduces perceived
Miltiadis D. Cryptocurrencies Perceived Risk risk. Social support
Lytras, 2018. | for Electronic Perceived increases perceived
Payments usefulness trust. Perceived trust
Intention to reduces perceived
use risk but increases the
intention to use and
the perceived
usefulness. Perceived
usefulness increases
intention to use.
Trust, . Trust 1. Partial Trust, Transaction
Mohammad | Transaction . Transaction Least Transparency,
Sarwar Jahan | Transparency, Transparency Square Volatility, and
Rekabder, Volatility, . Volatility Regression | Facilitating
Mohammad | pacilitating Facilitating 2. Structural | Conditions have
Tariq Hasan, | congition, Condition equation played a significant
Mahadi Hasan | performance Performance modelling | role in consumer
Miraz, Rahma | gxpectancy expectancy relationship. It is also
Akhter, 2021. | Towards 7. Intention of use revealed that
Cryptocurrency intention to use
Adoption directly influenced

the cryptocurrency
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Author Title of Article Variables Analysis Tool Conclusion

Through adoption
Intention To Use relationship. It means
that the higher the

level of intention to
use is the higher
cryptocurrency
adoption.

2.2 Hypothesis Development

2.2.1 The Effect of E-WOM on User Trust and Behavioural
Intention

As mentioned previously, in the current modern world of
technology, consumers takes in more information on E-WOM platforms
such as social media way more than seller generated information.
Correspondingly, several studies have shown that E-WOM indeed
positively influence trust towards cryptocurrency adoption (Anser et al.,
2020; Gil-Cordero et al., 2020). On the other hand, feedbacks from online
consumers such as experiences, evaluations and opinions, all of these play
an important role in behavioural intention. E-WOM plays a fundamental
part in new technology adoption such as cryptocurrency which establish the

hypothesis.

Additionally, Consumer’s review via E-WOM plays to roles, An
informant and recommender (D.H. Park et al., 2007). An informant means
that it provides additional user-oriented information. A recommender means

they provide simple positive or negative review of the product. Consumers
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often follow other users review because it provides credible information
regarding the product value (J.B. Cohen etal., 1972). E-WOM reviews may
affect consumer’s behavioural intention through a normative route, which

indicates whether the majority of the review likes or dislikes the product.

Hla: E-WOM has a significant effect on user trust.

H1b: E-WOM has a significant effect on user behavioural intention.

2.2.2 The Effect of Website Quality on User Trust and Behavioural

Intention

Trust is key factor in online environment. McKnight (2001)
mentioned that in a website, users goes through a previous exploratory stage
prior to being set on performing any transactions. For newer consumers that
is visiting the website for the first time, their trust level is based on factors
such as feedbacks and reputation. After going through the first phase, then
they might decide to do further transactions such as placing an order.
Therefore, it can safely be concluded that there are indeed certain

relationship between trust and website quality.

Website quality is the overall value of a website in delivering
messages intended for users (Wang et al., 2015). Website quality has a very
crucial role in developing behavioural intention (Ali, 2016). Chou et al.
(2015) mentioned that a good website quality does not guarantee increase
in Trust, but it does triggers users’ Behavioural intention. With this concept,

it is safe to say that the relationship between trust and quality of the website
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will be decisive in increasing users’ behavioural intention (Mendoza et al.,

2019). Therefore, the following hypothesis were established:
H2a: Web Quality has a significant effect on user trust.

H2b: Web Quality has a significant effect on user behavioural Intention.

2.2.3 The Effect of Perceived Risk on User Trust and Behavioural

Intention

As mentioned above perceived risk refers to potential risk or loses
that consumers may encounter when making decisions in uncertain
contexts. Several studies have shown negative effect on trust on perceived
risk (Hong., 2015). Every people who is pursuing benefits will face some
degree of risk on the way (Kim et al., 2008). The concept of perceived risk
was introduced in Bauer (1960) research analysing consumer behaviour.
Several researchers have researched the casual influence between perceived
risk towards behavioural intention. Perceived risk significantly influences a
person’s behaviour, thereby having significant effect on behavioural

intention in large part.

Perceived risk stands as a future barrier to user’s behaviour (Kim et
al., 2008). Pavlou (2004) and Jarvenpaa (2000) research found that the
higher consumer trust in an online seller can decrease the risk perception.
Likewise, if perceived risk were to be reduced, the behavioral intention of

cryptocurrency users may improve. That is, user’s intention to adopt
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cryptocurrency is influenced by perceived risk. This leads to the following

proposed hypothesises:

H3a: Perceived Risk has a significant effect on user trust.

H3b: Perceived Risk has a significant effect on user behavioural intention.

2.2.4 The Effect of User Trust on Behavioural Intention

Examining banks and channel of mobile banking, trust was
described by Alalwan et al. (2017) as the accumulation of beliefs on the
integrity, benevolence, and ability of the bank and the channel of mobile
banking. The levels of trust of user relate to user’s viewpoint of beliefs
concerning the reliability and trust in relation to a given technology
(Alalwan et al., 2017). Notably, the impact of trust on behavioural intention
has been examined by many but with mixed outcomes. Most found positive
impact of trust on behavioural intention, while some reported no discernible
impact between both constructs (Alalwan et al., 2017). In their study,
Alalwan et al. (2017) stated the importance of trust in concluding the
probability of user in adopting certain technology, as trust was found to
greatly affect behavioural intention of user towards m-learning usage. On
the other hand, in Kabra et al. (2017), trust and behavioural intention were
found to have no relationship. In the context of the present paper, customers’
trust levels should have a favourable impact on their behavioural intention
to use cryptocurrency. It is very well known that cryptocurrency offers as

much opportunity for scams and tax evasion (Smith, A. & Weismann, M.F.,
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2014) making it very prone to fraud and used a lot for money laundering
and cybercriminal (Yin, H.S & Vatrapu., 2017). As such, the hypothesis

proposed is:

H4: Trust has a significant effect on Behavioural Intention.

2.2.5 The Moderating Effect of User Trust on the Effect of E-WOM

on Behavioural Intention

Traditionally, trust has been studied in diverse contexts and
disciplines such as psychology, sociology, economics, and marketing
(Morgan and Hunt, 1994). Consequently, this concept has been defined in
many different ways. Previous researchers have conceptualized trust as a
cognitive construct composed of three different dimensions: honesty,
benevolence, and competence. Honesty is the belief that the company will
keep its promises with sincerity (Doney and Cannon, 1997). Benevolence
refers to the idea that the seller is genuinely interested in the welfare of his
or her customers (Doney and Cannon, 1997). Finally, competence includes
the skills and resources available to the seller to carry out the business
transaction (Morgan and Hunt, 1994). Trust plays a key role in commercial
transactions between customers and vendors, especially in the online
environment where there are no face-to-face interactions (Shin et al., 2013).
Prior studies have highlighted the importance of online trust in e-commerce
since it can positively leverage electronic commercial transactions,

minimize the perceived level of risk and increase RIs (Kim et al., 2008).
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As mentioned above, in the online context the number of reviews
plays an important role in the purchase decision process (Park et al., 2011).
A website containing a great volume of reviews may help consumers to
rationalize their purchasing decisions and reduce the perceived risk because
other users have previously purchased the same product or service
(Chatterjee, 2001). Thus, EWOM quantity can contribute to developing the
vendor’s reputation (Moldovan et al., 2011). Prior researchers, such as Chen
et al. (2009), confirm the persuasive effect of a large number of consumer
reviews. Indeed, users may feel a more positive attitude toward a virtual
shop for which many other customers have shared their previous
experiences. Therefore, the larger the number of users who recommend a
product, the higher the level of trust and the lower the perceived risk in the
transaction (Park and Lee, 2008). Consumers’ reviews are more credible
than sellers’ information (Yeap et al.,, 2014). Consumers who perceive
reviews to be credible have more confidence in using them to make a
purchase decision, since they reduce the inherent uncertainty in e-commerce
(Park et al., 2011). Moreover, the fact that comments remain visible on the
website promotes a more positive and confident attitude toward the seller,
which provides customers with a virtual space in which to express their
opinions. As a result, EWOM credibility could affect readers’ perceptions
of the online seller (Cheung et al., 2008). However, the source of credibility
will decrease if users perceive that the vendor’s website includes incomplete

or biased information, thus negatively affecting trust in the vendor (Lee and
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Turban, 2001). Hence, if users perceive recommendations posted by other
consumers as credible, they will have more confidence in adopting this

advice and building positive beliefs toward the seller (Park et al., 2011).

As cryptocurrency is a new form currency, it is difficult for users to
obtain a complete idea about a product or service because they usually
depend on information provided by sellers’ websites. The diffusion of
online reviews that contain quality information helps customers to reduce
uncertainty in online transactions (Kim et al., 2008; Kim and Park, 2013).
According to this, some studies suggest that a website that includes updated,
consistent and relevant information acts as a proxy for the seller’s
characteristics, and users tend to rely on sellers that post information in a
more efficient and complete manner (Jones and Leonard, 2008). Therefore,
trust in a website is motivated by the existence of the latest, complete,
relevant and accurate information provided by the seller’s platform (Shin et
al., 2013). Thus, the seller’s ability and willingness to fulfil the obligations
and offer quality arguments will help customers to revisit the online store to

make future purchases.

Following these arguments, it is expected that the influence of
EWOM characteristics on customers’ behavioural intentions will not be
effective if consumers do not trust the vendor (Shin et al., 2013). Trust is
considered an important element of maintaining the relationship between
seller and consumer (Chiu et al., 2012). In fact, consumers will manifest

behavioural intentions toward sellers they trust, reducing their search efforts
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and acting consistently with their ideas, which will promote repeated

purchases (Gefen et al., 2003)

H5: Trust can moderate the effect of E-WOM on Behavioural Intention.

2.2.6 The Moderating Effect of User Trust on the Effect of Website

Quality on Behavioural Intention

Websites are key to firms’ success, acting as the communication
channel between company and customers (Chen et al., 2017; Kleinlercher
et al., 2018). Di Fatta et al. (2016) conducted a meta-analysis on user-
perceived web quality, concluding that it has a significant influence on ease
of use, usefulness, and playfulness, and proposed that it encourages website
use in online shopping. Pawlasova and Klézl (2017) defined term as “user’s
perception of the design of a website where the group-buying experience is
carried.” These authors studied 169 respondents from Korea and found a
positive association between website quality and trust in online retailing.
Notably, customer satisfaction was used as a mediator between website

quality and trust.

Most previous scholars have used perceived service quality as one
of the dimensions of website quality, while Sharma and Bahl (2018) used
web design as an antecedent of perceived service quality. These authors
found a significant relationship between web design, perceived quality, and

customer trust in e-commerce. Lee et al. (2016) proposed a website-quality
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conceptual model reflecting four dimensions of the website quality: design;

fulfilment/reliability; security, privacy, and trust; and customer service.

H6: Trust can moderate the effect of Website Quality on Behavioural

Intention.

2.2.7 The Moderating Effect of User Trust on the Effect of Perceived

Risk on Behavioural Intention

The perception of risk has a strong negative impact on the intention
to adopt cryptocurrency (Abramova & Béhme, 2016; Gazali et al., 2019;
Gil-Cordero et al., 2020; Sohaib et al., 2019; Sun et al., 2020). However,
some scholars (see: Nadeem et al., 2021; Nuryyev et al., 2018; Ter Ji-Xi et
al., 2021; Yoo et al., 2020) reported otherwise. Also, depending on the
situation and social influences, Arias-Oliva et al. (2021) discovered that the
impact of perceive risk on intention to use Cryptocurrency can either be

positive or negative.

As explained by Mendoza-Tello et al. (2018), the construct of
perceived risk relates to a subjective evaluation of a person towards the
extent of risk or potential undesirable outcomes following the use of a given
technology, in this situation, Cryptocurrency. Perceived risk thus impacts
intention to use Cryptocurrency negatively (Abramova & Bohme, 2016;
Gil-Cordero et al., 2020; Sun et al., 2020) because the sense of insecurity
towards Cryptocurrency becomes its usage inhibitor (Sohaib et al., 2019).

However, in some studies like Arias-Oliva et al. (2019) in Spain, Yoo et al.
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(2020) in Korea, Ter Ji-Xi et al. (2021) in Malaysia, and Nuryyev et al.
(2018) in Taiwan, perceived risk did not appear to significantly affect use

intention of Cryptocurrency.

In the scrutiny of Cryptocurrency usage, the factor of perceived risk
has yet to be employed. Somehow, the concerns towards potential leakages
of data have been expressed by some potential users (Abramova & Béhme,
2016), as a result of theft, malware attacks, or unintended private key loss
by user (Nofer et al., 2017). Potential users have also indicated their
apprehensions towards potential failures of Cryptocurrency. For this reason,
perceived risk becomes a strong predictor of attitude and intention of user

to use Bitcoin (Sohaib et al., 2019; Won-Jun, 2018).

H7: Trust can moderate the effect of Perceived Risk on Behavioural
Intention.

2.3.8 The Effect of Performance Expectancy on Behavioural
Intention

As mentioned above, performance expectancy is one of the main
factor of cryptocurrency. Nowadays, cryptocurrency are mostly used as
payment method, and their price is valued by their users (Lubyanskiy, A.M.,
2017). Unlike paper banknotes and coins, digital currency such as crypto
does not have tangible form (Abdullah, A., & Mohd Nor, R., 2018). Being
“digital”, not only does it allow user instant fast transactions, it also cost-

effective, compared to bank notes and coins where there is distribution cost.
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Most people judge crypto’s performance expectancy by their price,
the higher its value, the more significant its effect on individuals and new
users behavioural intention. Crypto is also perceived as an investment
treated like any other assets such as stock or precious metals ((Milutinovic,
M., 2018). Taking a look at the research conducted by Venkatesh, it is safe
to say that people will adopt cryptocurrency if they believe it will perform
well and achieve positive result. Therefore, it is expected that performance

expectancy will have a positive influence on behavioural intention.

H8:  Performance expectancy has a significant effect on user behavioural

intention.
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2.3 Conceptual Framework

Behavioural
Intention

Web Quality

Perceived
Risk

Performance
Expectancy

Source: Cordero et al., 2020
Figure 2.1

Research Model
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