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ABSTRACT

In this paper, the authors propose that in a multichannel environment, evaluative
conflicts (dissynergies) between service channels exist. Building on status quo bias
theory, they develop a model which relates offline channel satisfaction to perceptions
about a new self-service channel. Data were collected from 639 customers of a
German bank currently using offline investment banking. Results of structural
equation modeling show that offline channel satisfaction reduces the perceived
usefulness and enhances the perceived risk of the online channel. These inhibiting
effects represent a status quo bias. The two perceptions fully mediate between offline
channel satisfaction and intention to use the new self-service channel. Trust in the
bank shows both adoption-enhancing effects and an adoption-inhibiting effect.
Finally, the negative relationship between offline channel satisfaction and perceived
usefulness is significantly stronger for men, for older people, and for less experi-
enced Internet users. This study has both theoretical and managerial relevance as it
helps to understand consumer behavior in multichannel environments and provides

implications for the design of multichannel service strategies.
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1. Introduction

Recently, numerous traditional service providers have created multichannel systems by
introducing technology-based self-service channels (SSCs) (Neslin et al. 2006). These are
technologies that enable customers to "produce a service independent of direct service
employee involvement" (Meuter et al. 2000, p. 50). Examples include services over the
Internet or via interactive kiosks. These SSCs allow service firms to handle varying demand
without the expensive adjustment of employee levels (Curran, Meuter, and Surprenant 2003),
resulting in increased productivity while cutting costs. From the customer side, benefits
include increased flexibility, greater control over the service process, and time savings

compared to traditional service options (Meuter et al. 2000).

Despite large efforts to drive customers from traditional branch offices ("brick-and-mortar")
to SSCs (Meuter et al. 2000; 2005), many companies struggle to increase the number of SSC
users (Curran, Meuter, and Surprenant 2003). Multichannel service providers have started to
realize that the performance of the total channel system suffers due to conflicts between the
channels. These conflicts between channels can be so severe that firms quit their online
distribution activities completely (Deleersnyder et al. 2002). For example, Levi Strauss
withdrew its Internet channel after one year. Entrenched channels viewed the internet channel
as unwelcome competition and reduced their support for the firm’s products, resulting in more
brand switching towards the firm’s competitors and decreasing total sales (Coughlan et al.

2001).

While observing cross-channel tensions, Van Birgelen, De Jong, and De Ruyter (2006) and
Neslin et al. (2006) conclude that the majority of studies has applied a myopic perspective on
innovative service channels, not considering the impact of traditional channels on the
evaluation and use of these more innovative options. Yet, a number of studies exist which
consider channel interactions. The majority of these studies propose channel synergies:
channels are regarded as complementary, i.e. satisfaction with one channel enhances a
customer’s intention to use another channel (Balasubramanian, Raghunathan, and Mahajan
2005; Strebel, Erdem, and Swait 2004; Verhoef, Neslin, and Vroomen 2007; Wallace, Giese,
and Johnson 2004). However, Verhoef, Neslin, and Vroomen (2007) state that while Internet-

related channels can display synergies with offline channels, "the valence could turn out to be
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negative" as well (p. 132). Indeed, Avery et al. (2007) and Pauwels and Neslin (2006) report
that the “brick-and-mortar channel” can cannibalize other channels (catalogue, Internet) in
terms of purchase frequency, order size, number of exchanges and sales. Hence, a customer's
intention to use the online channel is diminished because people have a preference for the
offline channel. Nevertheless, as the studies reporting channel conflicts are mainly based on
econometric methods, “research on cannibalization investigates the impact on overall
performance, but does not identify the sources of this impact” (Pauwels and Neslin 2006, p.
3). In order to understand economic conflicts between channels, we need to explore the
cognitive processes which determine channel evaluations, as this in turn drives channel choice

behavior.

In a recent study, Montoya-Weiss, Voss and Grewal (2003) have started to explore the non-
econometric perspective on channel conflicts. They report a competitive effect between two
channels: the perceived service quality for the currently used channel is negatively associated
with online channel use. As they state though, their findings are only "a first step toward
understanding online channel use and overall satisfaction in a relational, multichannel service
context" (p. 457) and warrant further exploration. We believe that only exploring the direct
relationship between satisfaction with the traditional channel and intention to use the new
channel masks the underlying complexity of a multichannel system, particularly with respect
to customers’ cognitive processes. Hence, we introduce the concept of evaluative channel
dissynergies in this study to explore in depth the causes and mechanisms of channel conflicts,
and how they could be reduced. Evaluative channel dissynergies result from evaluative
conflicts from the customer's viewpoint rather than from economic conflicts in terms of
revenue shifts between channels. Accordingly, our goal is not to optimize overall sales,
turnover, or profits of a multichannel system as has been done in previous studies on channel
synergies (Shine, Park, and Wyer 2007). In contrast, our focus is on identifying cognitive
processes underlying multichannel conflicts in order to explain the relatively slow adoption of
SSCs. Hereby, we do not only account for the effect of current channel assessment on online
channel use, but also consider its impact on online channel evaluations. This allows a better
understanding of consumers' channel choice behavior which is a precondition for successfully
managing multichannel systems (Neslin et al. 2006). In doing so, our study makes three major

contributions to existing literature.



Bauer / Falk / Schepers / Hammerschmidt/ illll'
Cross Channel Dissynergies in Multichannel Systems

First, the traditionally used channel can be regarded as an alternative "in possession", whereas
the online channel constitutes a new alternative in the choice set. Therefore, we build on
status quo bias theory in our exploration. This theory states that when confronted with
multiple options to choose from, individuals often stick with the status quo alternative
(Kahnemann, Knetsch, and Thaler 1991; Ritov and Baron 1992; Samuelson and Zeckhauser
1988). While status quo bias is one of the most important "traps" in decision making
(Hammond, Keeney, and Raiffa 2006), it has not been applied in multichannel studies, nor in
technology adoption literature. By designating the traditionally used channel as the status quo
option, we analyze effects of evaluations of the current channel on usefulness and risk

perceptions of the new channel.

Second, trust has been identified as an important construct in the adoption of Internet-based
technologies (Gefen, Karahanna and Straub 2003; Pavlou 2003). Trust can also be a major
driver of multichannel synergies (Balasubramanian, Konana, and Menon, 2003). Additionally,
it can enhance positive evaluations of the currently used channel, since it drives customer
service satisfaction (Geyskens, Steenkamp, and Kumar 1998). However, enhancing offline
channel evaluations could negatively affect innovative channel adoption if channel conflicts
arise. This leads us to analyze whether trust can alleviate channel dissynergies.

Finally, by investigating moderating effects of individual characteristics (age, gender, and
Internet experience), we address the call of Montoya-Weiss, Voss, and Grewal (2003) for
further research examining individual characteristics as segmentation variables. Based on
results from past moderation analyses in technology adoption studies (Czaja et al. 2006;
Morris and Venkatesh 2000; Venkatesh and Morris 2000), we hypothesize and test effects in

this particular context.

To address these issues, we structure our article as follows. We begin with the theoretical
backgrounds of concurrent channel evaluations and status quo bias. Next, we build our
conceptual model. In addition, we empirically test the specified hypotheses, and discuss the

results. We conclude with managerial implications, limitations, and future research directions.
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2. Theoretical background

2.1. Concurrent channel evaluations

The phenomenon of concurrent channels, owned by one company and providing similar
services simultaneously, is relatively new (Neslin et al. 2006). Using offline and online
service channels concurrently, service providers can adapt to customers' needs and shopping
patterns, while also increasing coverage and sales (Balasubramanian, Raghunathan, and
Mahajan 2005). Customers can use a mix of both channel formats according to situational or
transaction related factors. For instance, Balasubramanian, Konana and Menon (2003)
describe that in the presence of an offline and online channel, online investors can partition
their asset portfolio into two components. One is managed independently using online brokers

and one carries investments through human brokers.

However, many modern-day providers do not consider online activities within the context of
the conventional channels. Therefore, recent studies have discussed enablers of first time trial
of SSCs in situations where customers can choose between the traditional (offline) channel
and a new (online) channel. For instance, Meuter et al. (2005) divide predictors of SSC trial
into innovation characteristics, individual differences, and consumer readiness. However,
interaction effects of the traditional offline channel and the new online channel are not

examined.

The majority of studies that did take into account interaction effects between different
channels seem to suggest synergetic relationships between alternative channels of the same
provider. Wallace, Giese, and Johnson (2004) state that satisfaction with one channel drives
customer patronage, enhancing customer’s intentions to use alternative channels operating
side-by-side. Strebel, Erdem, and Swait (2004) investigate the choice behavior for informa-
tion channels during the purchase process for high technology durable goods. Their results
show that the probability of using a specific channel is a function of the perceived quality of
the other channels, where channels act as complements with synergistic effects. Van Birgelen,
De Jong and De Ruyter (2006) compare cross-channel effects for different product/service
types. In their study, complementary interaction effects between satisfaction with the
traditional channel and technology-mediated channel satisfaction can only be confirmed for

nonroutine (complex and knowledge-intensive) financial services. In contrast, for routine
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services these effects could not be found.

In line with this missing complementary effect for routine services, other works even suggest
that conflicts between channels might be observed as well (Avery et al. 2007; Pauwels and
Neslin 2006). For instance, Montoya-Weiss, Voss, and Grewal (2003) show that positive
evaluations of the old channel can inhibit the use of the innovative channel when high levels
of conflict between channel evaluations exist. Therefore, the first step for predicting the usage
of new channels and to create complementary relations between channel formats should be to
explore what drives customers’ relative evaluations of alternative channels (Van Birgelen, De
Jong, and De Ruyter 2006). In view of this, we propose the existence of channel dissynergies.
When we use the term “dissynergies”, we do not refer to economic conflicts between
channels, but we stress evaluative conflicts. Again, our focus is on identifying cognitive

processes underlying multichannel conflicts.

2.2. Status quo bias theory

Neoclassical economic theory supposes that, when a consumer is confronted with a choice
situation, a person switches to the new alternative if a certain alternative supersedes the utility
of the alternative currently possessed (Kahneman, Knetsch, and Thaler 1991). However,
several literature streams have questioned these classical underpinnings in situations where an
individual already "possesses" one of the choice options. Individuals might have a tendency to
prefer the situation or decision already in place, irrespective of whether the alternative has a
higher utility. This decision anomaly is denoted status quo bias and has been indicated as
being both "robust and important" for analyzing consumer behavior (Kahneman, Knetsch, and

Thaler 1991, p. 205).

Experiments in various fields show empirical evidence for this hypothesis. Samuelson and
Zeckhauser (1988) conducted several experiments related to funds to invest. Their results
implied that an investment scenario became more popular once it was designated as the status
quo, despite other alternatives providing a better input-output ratio. The phenomenon was also
found in other settings including residential electrical services (Hartman, Doane, and Woo
1991), political plans (Hershey et al. 1990), and retirement saving plans (Madrian and Shea
2000).
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The concept of status quo bias has several closely related effects identified by different
literature streams. In strategic management literature, decisions have been recognized as
based on previous rational decisions (routine) or arational behavior (habit) (March and Simon
1993). Habitual behavior requires multiple repetitions of a decision to become a habit. In
contrast, status quo bias is not completely habitual, since it neither requires more than one
previous action, nor that this action has been carried out by the respective decision maker
himself (Burmeister and Schade 2005). Thus, a person might experience a status quo situation

which he did not create himself.

From cognitive and behavioral psychology literature other factors related to status quo bias
arise. Anderson (2003) distinguishes four decision avoidance effects: choice deferral, status
quo bias, omission bias, and inaction inertia. One of the key mechanisms underlying all
decision avoidance effects is loss aversion. This is people's tendency to put more weight on
potential losses than potential gains of the same amount (Kahneman, Knetsch and Thaler
1991). Since avoidance regret theory states that individuals seek to minimize regret resulting
from decisions, the choice of maintaining a status quo option is a domain-general vehicle for

avoiding or reducing postdecisional regret (Tsiros and Mittal 2000).

Kahneman, Knetsch, and Thaler (1991) treat status quo bias from a behavioral economics
perspective by indicating that each person has a willingness to accept (WTA) and willingness
to pay (WTP). In a typical experiment, someone is given an item (e.g. a pencil), and offered
money to return it to the experimenter. The monetary amount he asks is his WTA. The
monetary amount another person likes to pay for the object is his WTP (Horowitz and
McConnell 2002). Most studies find that the WTA responses greatly exceed WTP answers
(Kahneman, Knetsch, and Thaler 1991). Differences up to a factor 7 have been reported
(Horowitz and McConnell 2002). This asymmetry in buying and selling preferences (i.e.
maintaining a status quo or deciding for an alternative choice) gives an economic underpin-
ning for status quo bias and is called the endowment effect (Kahneman, Knetsch, and Thaler

1991).

Inertia and switching cost theory are two theories closely related to status quo bias theory.
Yet, for examining consumer behavior in multichannel environments the latter provides a
richer avenue. For instance, Meuter et al. (2005) point out that trying an SSC for the first time

involves a significant behavior change in which patterns that are ingrained must be altered. In
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this respect, the authors posit the construct of inertia to influence an individual's readiness to
interact with innovative technologies. Inertia is conceptualized as a characteristic which
affects a consumer's willingness to try out new self-service technologies. Compared to status
quo bias theory, inertia differs in two ways. First, Meuter et al. (2005) conceptualize inertia as
a situational individual difference, while status quo bias reflects individual behavior which is
expected to occur regardless of personal predispositions (Burmeister and Schade 2005;
Samuelson and Zeckhauser 1988). Second, inertia does not relate to SSC evaluations, but
merely to customer self-perceptions regarding his/her interaction with a specific technology
(Tykocinski, Pittman, and Tuttle 1995). As a consequence, we propose that status quo bias
theory is better suited for investigating customers' channel perceptions and evaluations than is

inertia.

Another theory closely related to status quo bias theory is switching cost theory. Switching
costs are "the onetime costs that customers associate with the process of switching from one
provider to another" (Burnham, Frels, and Mahajan 2003, p. 110). From literature, different
facets of switching costs can be identified including procedural (e.g. evaluation costs),
financial (e.g. monetary costs) and relational costs (e.g. relationship costs) (Fornell 1992).
Like inertia, switching cost theory reveals a close relatedness to status quo bias theory as
switching costs may help to understand the described asymmetry in an individuals buying and
selling preferences. In doing so, switching cost theory underlines the more rational aspect of
status quo bias. Yet, for fully explaining an individual's preference for the status quo,
irrational elements have to be considered as well. Rational models that ignore the (irrational)
status quo bias tend to predict "greater instability than is observed in the world" (Samuelson

and Zeckhauser 1988, p. 47-48).

Other aspects set status quo bias theory apart from switching cost theory as well. First,
switching costs are a one-time phenomenon, while status quo bias effects are more ongoing
after a customer has repeated interactions with a product, service, or provider (Porter 1998).
Second, switching costs have been mainly studied in the context of switching providers, but
are seldom applied for multiple channels of one provider. Third, switching costs are studied as
an antecedent to switching behavior, while we posit status quo effects as an underpinning for
evaluative channel conflicts. Finally, authors have noted that when customers can try new

offers or channels without fully switching to them, such as in a multichannel environment, the
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"switching cost frame" may be inappropriate (Burnham, Frels, and Mahajan 2003). In such

situations, alternative cognitive theories such as status quo bias theory may be more insight-

ful.

In sum, related yet distinct concepts and theories in previous literature fall short in trying to
fully explain channel dissynergies. Therefore, in the next section, we build our conceptual

model based on status quo bias theory.

3. Conceptual model and hypotheses development

Applying status quo bias theory in a multichannel environment, we expect customers
currently using an alternative channel to be systematically biased in their SSC evaluations. In
our conceptual model, we represent these evaluations by perceived usefulness and perceived
risk. First, we propose direct effects of the status quo option on the perceived usefulness and
the perceived risk of the new SSC. Second, consistent with technology adoption literature
(Davis, Bagozzi, and Warshaw 1989; Venkatesh and Davis 2000), we hypothesize perceived
usefulness and perceived risk to relate to the intention to use the SSC. Consequently, while
Montoya-Weiss, Voss, and Grewal (2003) show a direct path to exist between offline channel
assessment (in terms of service quality perceptions) and online channel use, we propose two

mediated paths. Next, we provide detailed theoretical arguments for this conceptualization.

3.1. Status quo bias effect on perceived usefulness

According to status quo bias theory, an individual has a preference for keeping the current
state of affairs. Moreover, it emphasizes individual's reluctance for taking action that will
change this state irrespective of alternative states which would yield higher utilities (Ritov
and Baron 1992). In the case of a multichannel environment status quo bias would lead to
customers' patronage of the currently used channel. Thus, the perceived usefulness of the
alternative must far outweigh the perceived usefulness of the current offering to make a
customer switch, since there is a large difference between an individual's WTA and WTP
(Horowitz and McConnell 2002; Kahneman, Knetsch, and Thaler 1991). In the customer's
mind this asymmetry can be represented by a bias in the perception of the usefulness of the

alternative offering.
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Montoya-Weiss, Voss, and Grewal (2003) examine whether alternative channel assessments
influence online channel use, and represent these assessments by the perceived service quality
of a channel. A higher perceived quality of the primary channel leads to less use of the online
channel. We take a slightly different but strongly related approach by representing the channel
performance assessment by "satisfaction". According to Johnson, Anderson, and Fornell
(1995), satisfaction can be defined as a "cumulative, abstract construct that describes
customers’ total consumption experience with a product or service" (p. 699). Therefore,
specifically for our context, satisfaction corresponds to a customer’s overall evaluation of his
or her consumption experience with a specific channel to date. Consequently, satisfaction is
expected to better predict customers’ intentions and behavior than a transaction-specific
measure like service quality (Olsen and Johnson 2003). In fact, numerous studies have
elaborated on the relationship between service quality and satisfaction and general consensus
has emerged that the two constructs are highly correlated, where service quality is oftentimes

the primary determinant of satisfaction (see Cronin, Brady, and Hult 2000 for an overview).

Applying status quo bias theory, an SSC might be perceived less useful by a customer in a
satisfying status quo situation than by a customer in a neutral situation, while they both face
the same offer. This anomaly may be explained by the special role preference theory assigns
to the status quo, "giving up some standard assumptions of stability, symmetry and reversibil-
ity with respect to preference orders” (Kahneman, Knetsch, and Thaler 1991, p. 205). As a
consequence, status quo bias theory amends preference theory by putting forward a preference
order that depends on the current reference level, which is represented by an individual's
status quo. In our multichannel context, we reflect this current reference level by customer
satisfaction with the existing service channel. Thus, we expect satisfaction with the traditional
channel to determine the extent of underestimation of the usefulness of a new alternative.

Therefore, we hypothesize:

H1: Satisfaction with the traditional channel decreases the perceived usefulness of the SSC.

3.2. Status quo bias effect on perceived risk

Consumers consciously and unconsciously perceive risk when evaluating products and

services for purchase and/or adoption. Especially the impersonal and distant nature of SSCs
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renders risk as an inevitable element of these technologies. Following works examining
perceived risk in the context of SSCs, we distinguish between four different risk facets,
namely psychological risk, performance risk, financial risk, and time risk (Cunningham,

Gerlach, and Harper 2005; Featherman and Pavlou 2003; Forsythe et al. 2006).

Some consumers may experience a psychological risk when being confronted with self-
service technologies, i.e. they do not feel comfortable using a digital interface instead of the
traditional and familiar branch office (Featherman and Pavlou 2003). For instance, since the
standardized interface does not allow any personal questions, and also lacks the tacit clues on
the general service quality to be expected, a certain degree of performance risk is introduced
(Curran, Meuter, and Surprenant 2003; Meuter et al. 2000). Additionally, while the service
provider might not charge its customers for using the innovative SSC, time related risk may
be reflected in learning efforts (Forsythe et al. 2006). Since we follow Montoya-Weiss, Voss,
and Grewal (2003) by using a financial setting, financial risk can also occur. Afraid of losing
money in using an online service channel, for instance due to fraud in form of phishing,
people have more trust in a financial expert in a branch office (Cunningham, Gerlach, and

Harper 2005).

Applying status quo bias theory, an SSC might be perceived more risky by a customer in a
satisfying status quo situation than by a customer in a neutral situation, while they face the
same offer. As individuals tend to put more weight on potential losses compared to potential
gains, we expect the predisposition towards the status quo getting stronger with increased
satisfaction levels (Kahneman, Knetsch, and Thaler 1991). In line with this, Samuelson and
Zeckhauser (1988) demonstrate that the disadvantages of leaving a satisfying status quo
situation loom larger than potential advantages. This in turn amplifies the perceived risk of

deciding in favor of the new service channel.

Furthermore, more satisfied customers are strongly directed at maintaining their satisfaction
levels, which in turn stimulates the risk perception of alternative actions (Gotlieb, Grewal and
Brown 1994). Changing a satisfying status quo not only requires an act but also yields
uncertainty of finding a new situation which is at least equivalently satisfying. In contrast,
maintaining the satisfying status quo only involves inaction and provides certainty on the
benefits of the situation (Ritov and Baron 1992). Since individuals display both preference for

maintaining a current state and preference for inaction (Burmeister and Schade 2005), we

10
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expect satisfaction with the traditional channel to determine the extent of overestimation of

the risk of adopting the new channel. Hence, we hypothesize:

H2: Satisfaction with the traditional channel increases the perceived risk of the SSC.

The relationship between perceived risk and perceived usefulness has not received much
attention in literature. A notable exception is Lu, Hsu, and Hsu (2005). Analogous to their
results we propose that the usefulness of an SSC will be poor if its usage entails taking a big
risk. If people perceive high chances of losing money using the system, or fear they would
have to spend a lot of time learning to operate the system, the utility will likewise be rated

lower (Curran, Meuter, and Surprenant 2003). Hence,

H3: Perceived risk decreases the perceived usefulness of the SSC.

3.3. Effects of trust

Studies on the adoption of technology in online environments have consistently stressed the
importance of trust (Corritore, Kracher, and Wiedenbeck 2003; Gefen, Karahanna, and Straub
2003; Jarvenpaa, Tractinsky, and Vitale 2000; Pavlou 2003). Trust allows the consumer to
subjectively rule out undesirable yet possible behaviors of the vendors by reducing risk, fear
and (social) complexity both in an offline and online environment (Gefen, Karahanna, and
Straub 2003). For instance, Jarvenpaa, Tractinsky, and Vitale (2000) find empirical evidence
that trust in an Internet store reduces the risk of buying from that store. Additionally, Pavlou

(2003) states that trust creates more positive attitudes towards an SSC.

Most of the previous multichannel studies, in describing complementary relations between
both channels, assume the dominance of trust-based global evaluations of providers as a
whole (Montoya-Weiss, Voss, and Grewal 2003; van Birgelen et al. 2002). Positive assess-
ments of a specific distribution channel may transfer to the brand and consequently influence
a new channel associated with that brand. For instance, consumers perceive retailers owning a
local retail store to be more trustworthy on the Internet (Avery et al. 2007). Overall satisfac-
tion with and trust in the service provider result in an attitude which stimulates favorable

behavioral intentions towards the provider in general and perceptions of its services offered

11
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(Van Birgelen et al. 2002). We therefore expect trust in the service provider enhances the
perceived usefulness of the SSC, while also decreasing its perceived risk. Hence, we

hypothesize:

H4: Trust in the service provider increases the perceived usefulness of the SSC.

H5: Trust in the service provider decreases the perceived risk of the SSC.

In contrast to the beneficial effects on SSC evaluations, we also expect trust in the service
provider to strengthen status quo bias and thus indirectly inhibit SSC adoption. In marketing
literature focusing on channel dynamics, trust has often been identified as an important driver
of satisfaction with the service (Geyskens, Steenkamp, and Kumar 1998). The underlying
mechanism is derived from social exchange theory which states that consumers may prefer to
transact with service providers they can trust and with whom they have shared understanding
about mutual obligations in their relationship (Blau 1964). Knowing what to expect, in
combination with a provider living up to those expectations, spurs satisfaction in services
consumed. Singh and Sirdeshmukh (2000) take this as a basis for developing their trust-
satisfaction framework, in which they state that pre-service encounter trust influences current
or post-service encounter satisfaction. Therefore, we propose that a global evaluation of the
service provider, built on past experiences (i.e. trust), enhances the customer's satisfaction
with a currently used specific service of that provider (i.e. the offline service channel). Hence,

we hypothesize:

H6: Trust in the service provider increases the satisfaction with the traditional channel.

3.4. Effects on intention to use the SSC

Following traditional technology adoption literature, we hypothesize that perceived usefulness
constitutes a significant positive influence on an individual’s intention to use a technology-
based channel. This relationship has received strong empirical support over the years
(Schepers and Wetzels 2007), also in the online context (Featherman and Pavlou 2003).

Therefore, we propose:

H7: The perceived usefulness of the SSC increases the behavioral intention to use it.

12
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Perceived risk factors have been considered important in online transactions (Jarvenpaa,
Tractinsky, and Vitale 2000). Dowling and Staelin (1994) propose that when perceived risk of
an SSC cannot be reduced to an acceptable level, it will prove a major barrier for adoption of
an SSC. Customers will not even evaluate an option if an unacceptable amount of risk is
involved. In general, perceived risk decreases the likelihood of rewards, reducing the
motivation to use an SSC and hindering feelings of ability and desire to learn about the new

channel (Meuter et al. 2005). We therefore hypothesize,

H8: Perceived risk decreases the behavioral intention to use the SSC.

3.5. Moderating effects

Gender and age are among the most fundamental groups to which individuals can belong and
membership in such groups is likely to have a profound influence on individual perceptions,
attitudes, and performance (Morris, Venkatesh, and Ackerman 2005). Not surprisingly,
numerous scholarly papers in fields such as marketing and e-commerce adoption have
investigated gender and age differences (e.g. Czaja et al. 2006; Garbarino and Strahilevitz

2004; Morris and Venkatesh 2000; Rodgers and Harris 2003; Venkatesh and Morris 2000).

Psychology research indicates that schematic processing by women and men is different
(Venkatesh and Morris 2000). As a result, males and females respond differently to alterna-
tive tasks and stimuli. This not only holds true in offline situations, but researchers have noted
that gender could also moderate the extent and pattern of participation in and attitudes toward
online activities (Lin and Ding 2006; Rodgers and Harris 2003). In general, men tend to place
more emphasis on accomplishment and achievement, and have a higher task orientation
(Venkatesh and Morris 2000). Women on the other hand, are considered to value interper-
sonal relationships, and are more likely to conform, to be convinced and to be more influ-
enced by experts (Lin and Ding 2006). Additionally, women rate the importance of service
aspects and the physical environment higher than men do (Hofstede 1980) and are conse-

quently less interested in the Internet than men are (Garbarino and Strahilevitz 2004).

It has been argued that, as a result of their assertiveness, males are more likely to switch
brands immediately in response to declining relationship quality. Additionally, they take

strongly aggressive actions to resolve conflict or dissatisfaction with the current situation (Lin

13
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and Ding 2006). Therefore, for men, it is likely that if the satisfaction with the current offline
situation drops only marginally, they will develop far more positive attitudes towards the
online alternative since they are used to taking more aggressive actions. Additionally, their
higher task orientation spurs a rapid assessment of alternative channel choices when the
primary option starts deteriorating in quality and satisfaction. Statistically, it is obvious that
interaction effects cut both ways. Hence, with increasing offline satisfaction, i.e. the opposite
effect of deteriorating satisfaction, the stronger effect size expected for men in relation to
perceived usefulness will hold as well. In contrast, women are generally considered to be
more patient and understanding in situations of discontent (Lin and Ding 2006). They will
first try to resolve the dissatisfaction within the current framework of (offline) possibilities.
Hence, we expect that the relationship between offline channel satisfaction and perceived

usefulness is more negative for men:

H9a: The negative relationship between offline channel satisfaction and perceived usefulness

of the SSC will be stronger for men.

With regard to risk, studies have concluded that women are generally more risk averse than
men. It has been observed that women are more concerned with online security and privacy
related issues, even when controlled for differences in Internet expertise or experience
(Garbarino and Strahilevitz 2004). More specifically, women are less trusting and more
skeptical towards e-commerce than men and do not regard online shopping as practical and

convenient as men do (Rodgers and Harris 2003).

Analogous to our reasoning above, since women are less assertive and take less aggressive
actions and opinions than men, it is likely that their risk assessment is less influenced by
external factors such as their current satisfaction level. In contrast, if the satisfaction with the
current offline situation decreases only marginally, men will develop far more positive
attitudes towards the SSC (i.e. perceive less risk) because of their tendency to be impatient
and to take aggressive actions and opinions. Similar to previous reasoning, with enhanced
offline satisfaction, i.e. the opposite effect of decreasing satisfaction, the stronger effect size
expected for men in relation to perceived risk will hold as well. Consequently, we expect that
the relationship between offline channel satisfaction and perceived risk is more positive for

men. Hence,
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H9b: The positive relationship between offline channel satisfaction and perceived risk of the

SSC will be stronger for men.

Age is another demographic factor that can influence the extent and pattern of participation in
and attitudes to online activities. Remarkably, while age differences have been of interest to
psychology researchers for over 60 years, relatively little research on the influence of age on
individual technology interactions has been performed (Morris and Venkatesh 2000).
Previous research has stated that older individuals are less likely to take risks and more likely
to avoid uncertainty (Hofstede 1980). Also, older individuals "will likely take refuge in
methods that are familiar to them" (Morris and Venkatesh 2000, p. 380). Consequently,
consumers of more advanced age will become less accepting of new and unusual ideas. In
contrast, younger people are more open towards new, Internet related technologies. They
more fully embrace the usefulness of these technologies and accept the security and privacy
risks involved. The introduction of the SSC will be judged as just another addition to their
“virtual life” instead of being a tradeoff between offline and online channels. Therefore, we
would expect that offline channel satisfaction will be less salient in determining their

perceived usefulness and perceived risk of the online channel. Hence, we hypothesize:

H10a: The negative relationship between offline channel satisfaction and perceived useful-
ness of the SSC will be weaker for younger individuals.
H10b: The positive relationship between offline channel satisfaction and the perceived risk of

the SSC will be weaker for younger individuals.

Finally, computer efficacy and anxiety have been identified as important factors in technology
adoption (Czaja et al. 2006). Translating this to the context of our study, it is essential to
know whether status quo bias also occurs among users which have no problems picking up
new systems (i.e. have low levels of computer anxiety or self-service anxiety). If "rational"
disutility obstacles do not exist and status quo bias does not diminish, this indicates the
robustness of the effect. We capture the absence of self-service anxiety by measuring the
extent of Internet experience of our respondents. This trait has been used in a direct as well as
a moderating role in previous Internet-related studies, with mixed results however (Nysveen

and Pedersen 2004).
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We expect that people with more Internet experience will display a lower status quo bias,
since they experience a sense of comfort with a service provider's online channel and this
reduces the perceived risk and increases usefulness (Montoya-Weiss, Voss, and Grewal
2003). In other words, and analogous to previous reasoning, for experienced Internet users,
the SSC will be judged as just another addition to their existing Internet services instead of
being a tradeoff between offline and online channels. Therefore, we expect offline channel
satisfaction to be less salient in predicting their perceived usefulness and perceived risk.

Hence, we hypothesize:

H1la: The negative relationship between offline channel satisfaction and perceived useful-
ness of the SSC will be weaker for individuals with higher Internet experience.
H11b: The positive relationship between offline channel satisfaction and perceived risk of the

SSC will be weaker for individuals with higher Internet experience.

Figure 1 gives an overview on the hypothesized model.

Perceived
H4 (+) usefulness
of SSC
Yy
H7 (+)
Trpst in the L H6 (+) Ofﬂi1.1e ch'fmnel H3 () \ Intention
service provider satisfaction / to use SSC
H8 (-)
Perceived risk
HS (-
50) of SSC

Technology Adoption Theory

Individual Characteristics
- Gender (H9)

- Age (H10)

- Internet experience (H11)

Figure 1: Research model
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4. Empirical study

4.1. Data collection and sample characteristics

As an empirical setting for testing our conceptual model, we selected complex financial
investment services. Such services are rarely distributed via the Internet so far (TNS Infratest
2004). Nevertheless, current inquiries among Internet banking users indicate a growing
interest in financial investments via the Internet (TNS Infratest 2004). Therefore, we
designate offline investment services in the bank office as the status quo situation, while the

Internet channel represents the innovative service channel.

We collected data from randomly selected customers of a German bank. Customers from the
same bank were selected to eliminate potential institution-related confounding factors. In
order to be able to evaluate the status quo situation, we ensured that all participants currently
used investment services via the offline channel. A quasi-experimental setting was applied
(cf. Dabholkar and Bagozzi 2002). First, we asked customers for their satisfaction with the
offline channel. Second, we exposed the customers to a simulated online investment Web
Site. This prototype was not available to the general public at the time of the inquiry. Selected
respondents could get in touch with the features and benefits of the innovative channel. Since
the bank planned to introduce the service in the near future, a realistic and accurate simulation
of the service was guaranteed. Third, we administered a pretested online questionnaire. As an

incentive for participating, respondents took part in a lottery.

We received a total of 639 completed surveys. The characteristics of respondents are reported
in Table 1. Although our average respondent is quite young (female: 28.3; male: 30.0) this is

nearly representative for Internet banking users in Germany (TNS Infratest 2004).
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Demographics Males Females
N =421 N =218
Mean Std. Dev. Mean Std. Dev.
Age (years) 30.0 9.6 28.3 9.9
Length of business relationship (years) 14.9 10.3 14.2 11.9
Percentage

Education
Low (secondary school) 13 18
Middle (high school; apprenticeship) 52 52
High (university; polytechnic) 3 %
Internet usage
Daily 84 74
Weekly 15 24
Less 1 2

Table 1: Sample profile

4.2. Measurement

We conceptualize the constructs by using existing measures and adapt them to the context of
Internet banking where necessary. Perceived usefulness of the channel was measured by three
items, derived from Wixom and Todd (2005). Two items acquired from interaction theory
(Thibaut and Kelley 1959) were used to measure status quo satisfaction. Risk was operation-
alized as a multi-dimensional higher order construct comprising four risk facets: financial
risk, time risk, performance risk, and psychological risk. This view of perceived risk has
shown to be valid in self-service contexts (Featherman and Pavlou 2003; Forsythe et al.
2006). The four risk facets were assessed using eight validated items adapted from Laroche et
al. (2004). Trust was measured by four items put forward by Gefen, Karahanna, and Straub
(2003). We measured behavioral intention to use the new SSC adapting the two item
operationalization proposed by Dabholkar and Bagozzi (2002). Finally, we collected
information on gender, age, and Internet experience, which was needed in our moderation
analysis. Behavioral intention to use the innovative SSC was measured using 7-point Likert-
type scales of bipolar adjectives. For all other variables, participants indicated their
(dis)agreement with a set of statements using a 7-point Likert-type scale that ranged from
strongly disagree to strongly agree. Table 2 contains the statements used to operationalize the

various constructs.
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service via Internet banking?
(Endpoints: unlikely - likely)

Construct Mean SD FL CR | AVE
Item

Offline Channel Satisfaction 0.90 | 0.82
o For financial investment services I am satisfied with the | 3.89 1.50 0.95

quality of service provision through my bank

o Overall, I am satisfied to buy financial investment services | 4.00 1.66 0.86

via my bank branch.

Perceived Usefulness 0.79 | 0.56
o Using the new option allows me to handle my banking | 3.24 1.48 0.65

transactions more quickly.

o Using the new option allows me to save money. 1.84 1.26 0.80

o Using the new option enhances the effectiveness of my | 2.68 1.47 0.78

banking transactions

Perceived Risk 0.87 0.63
o Financial Risk - - 0.84

o Time Risk - - 0.71

o Performance Risk - - 0.71

o Psychological Risk - - 0.90

Financial Risk 0.78 0.64
o Using the new option, could involve important financial | 5.50 1.54 0.82

losses.

o If T used the new option within the next 12 month, I would be | 5.32 1.51 0.78

concerned that I wouldn’t get my money’s worth.

Time Risk 0.87 0.78
o Using the new option could involve important time losses. 5.34 1.64 0.92

o Using the new option could lead to an inefficient use of my | 4.87 1.77 0.84

time.

Performance Risk 0.90 0.82
o If I were to use the new option within the next 12 months, I | 6.30 1.27 0.89

would become concerned that it will not provide the level of

benefits that I would be expecting.

o The thought of using the new option causes me to be | 6.10 1.43 0.92

concerned for how really reliable it will be.

Psychological Risk 0.94 0.88
o The thought of using the new option makes me feel | 5.40 1.76 0.93

psychologically uncomfortable.

o The thought of using the new option causes me to experience | 5.60 1.66 0.95

unnecessary tension.

Trust in the service provider 0.81 0.52
o Based on my experience with the bank in the past, I know it | 2.14 1.02 0.62

is honest.

o Based on my experience with the bank in the past, I know it | 2.60 1.14 0.70

cares about customers.

o Based on my experience with the bank in the past, I know it | 2.34 1.00 0.88

provides good service.

o Based on my experience with the bank in the past, I know it | 2.35 1.11 0.65

is predictable.

Intention to Use SSC 0.93 0.87
o In the situation described, would you intend to use financial | 3.08 1.51 0.92

services via Internet banking? (Endpoints: impossible —

possible)

o In the situation described, would you intend to use financial | 2.80 1.47 0.95

Extracted

SD = Standard Deviation, FL. = Factor Loading, CR = Composite Reliability, AVE = Average Variance

Table 2: Construct Reliability and Validity Measures
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4.3. Data analysis and results

To test the validity and reliability of the measures, we first estimated a measurement model
(cf. Anderson and Gerbing 1988) and observed the factor loadings of the confirmatory factor
analysis (CFA) in AMOS 5.0 (Arbuckle 2003) using the maximum-likelihood estimator. This
analysis showed satisfactory global fit measures (x*(138)=377.0, CFI=0.97, TLI=0.96,
RMSEA=0.05, SRMR=0.05). The factor loadings from the CFA provide evidence for
convergent validity as all items load sufficiently high on the corresponding constructs,
exceeding the threshold value of 0.50 suggested by Anderson and Gerbing (1988). Composite
reliability values vary from 0.75 to 0.94 and are above the minimum value of 0.7 (Nunnally

1983).

We conceptualized perceived risk to be a second order construct. Each of the four first-order
risk dimensions has significantly large and positive loadings on the second-order factor,
ranging from 0.71 to 0.90 (p<0.001). Furthermore, all correlations between the four dimen-
sions are significant (p<0.001), indicating that the four scales converge on a common
underlying construct (Bauer, Falk, and Hammerschmidt 2006). Table 2 displays the corre-

sponding fit measures.

To check for discriminant validity, we applied the Fornell and Larcker (1981) test. This
requires the square root of the AVE of each construct to exceed the correlation shared
between the latent construct and other latent constructs in the model. Table 3 shows the

details of this analysis and indicates that all constructs pass the test.

Offline . . . .
Perceived Perceived Perceived Intention
Channel )
] ] Usefulness Risk Trust to use
Satisfaction
Offline Channel Satisfaction 0.91
Perceived Usefulness -0.41 0.75
Perceived Risk 0.44 -0.45 0.79
Perceived Trust 0.29 0.01 -0.05 0.72
Intention to Use -0.37 0.59 -0.47 0.09 0.93

Correlations, square root of Average Variance Extracted on diagonal

Table 3: Fornell and Larcker Test for Discriminant Validity
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In sum, all fit criteria exceeded the threshold levels commonly suggested in the literature and

demonstrate a high degree of reliability and validity of all constructs.

4.4. Test of the base model

To test our base model (cf. Anderson and Gerbing 1988), we included the hypothesized
relationships H1 to H8 in a structural equation model and obtained estimations using AMOS
5.0 (Arbuckle 2003) with the maximum-likelihood estimator. The path diagram in Figure 2
shows fit indexes and standardized path coefficients for the suggested model. All fit indices
are within acceptable intervals, indicating a good fit of our hypothesized research model to
the data. Moreover, all path coefficients are significant at p<0.05. The explained variance (R?)
was 41% for behavioral intention, 27% for perceived usefulness, 23% for perceived risk, and
9% for offline channel satisfaction. In sum, the results provide support for our hypotheses H1

to HS.

The standardized total effect of offline channel satisfaction on intention to use is -0.36. Thus,
the probability of switching to the innovative service channel is strongly reduced by offline
channel satisfaction. Additionally, the standardized total effect of trust on intention to use is
only 0.03, since there is an adoption enhancing effect via perceived usefulness and perceived
risk, as well as an adoption inhibiting effect by increasing offline channel satisfaction and
consequently representing a status quo bias. Given the cardinal role of trust in previous
Internet-based technology adoption studies (Gefen, Karahanna and Straub 2003), this led us to
examine the magnitude of a possible direct effect of trust on intention to use the SSC. Adding
this path to the structural model did not significantly enhance the model fit (Ay*/df=3.3,
p=0.069). Additionally, the path was found to be non-significant.
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/' of SSC
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Tr.ust in thg L 029%* —» Ofﬂifle ch{mnel L0.30%* \ Intention
service provider satisfaction / to use SSC
0.50%** ‘ -0.25%*
\ Perceived risk
-0.20%*
of SSC
* significant at p<.05, ** significant at p<.01
¥2(140)=388.3, CFI=0.97, TLI=0.96, RMSEA=0.05, SRMR=0.05

Figure 2: Maximum-Likelihood Results for the Base Model

4.5. Test of the moderation hypotheses

Next, we test our moderation hypotheses H9-H11. For gender, we split our sample into male
and female subsamples. This allowed us to evaluate H9 by comparing the path coefficients of
the two subsamples. Formally, we calculated two models: One base model where the
structural path of interest (e.g. from offline channel satisfaction to perceived usefulness, H9a)
is freely estimated and one alternative model where this path is fixed (static). If a significant
* change is observed in comparing the models, we conclude a significant moderation effect

exists.

In contrast, for age and Internet experience, being continuous variables, we implemented a
latent variable interaction estimation technique based on foundations by Ping (1996) and
James, Mulaik, and Brett (1982). First, we satisfied the precondition that the indicators of
offline channel satisfaction, age, and Internet experience have only one underlying construct
each (i.e. are unidimensional). Second, all items of offline channel satisfaction, age, and
Internet experience were mean-centered. Third, nonlinear indicators of interaction variables
were created by multiplying each indicator of offline channel satisfaction with age and
Internet experience respectively. Fourth, Ping (1996) advocates to retrieve the loadings and
error variances for indicators of the linear latent variables from a first-step measurement
model, which are subsequently used as input in stated equations. As a final step, the relations

among linear and interaction latent variables can be estimated by using a second-step
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structural model where loadings and error variances for the nonlinear indicators are specified

as constants obtained from the equations.

However, in this specific situation, age and Internet experience are observed variables,
assessed by a single item. Therefore, in the first-step measurement model, loadings of these
constructs’ indicators were set to 1, and the error variances involved were set to 0. Imple-
menting a single-item construct interaction term is not accounted for in the Ping (1996)
methodology, as the error variance of the nonlinear indicators would erroneously be set to 0 in
the second-step structural model using his equations. As a solution, we treated the error
variance of the nonlinear indicators as being the variance of that indicator, multiplied by 1
minus the square of the standardized loading of the offline channel satisfaction indicator

involved in the multiplication (cf. James, Mulaik, and Brett 1982).

The results for the moderator hypotheses are presented in Table 4. The outcomes indicate that
gender, age, and Internet experience all moderate the relationship between satisfaction with
the offline channel and perceived usefulness, yielding support for H9a, H10a and Hlla
respectively. No significant moderation effects were found for the relationship between

offline channel satisfaction and perceived risk.

4.6. Test of the direct channel dissynergies

Additionally, we test whether the direct path from satisfaction with the offline channel to
behavioral intention to use the SSC is significant. This allows us to make statements about
whether perceived usefulness and perceived risk fully or partially mediate this relationship.
Additionally, if the direct path is nonsignificant, this diminishes the contribution of the
switching costs paradigm in this context, since the dependent variable represents behavioral

action.

The additional path was found non-significant and the resulting model also did not display an
improved fit (Ay*/df=3.1, p=0.078). This is a preliminary indication for a fully mediated chain
of relationships. As a second test, we applied the procedure put forward by Salanova, Agut,
and Peird (2005). They suggest fixing the path(s) from the mediating variable(s) to the
dependent variable(s) with the unstandardized coefficient of the estimated base model.

Thereafter, a comparison is made between the % scores of this model and the model with the
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direct relationship included. If the difference between the chi-square scores is not significant,
full mediation is said to exist. The results of this procedure show a direct-path model fit of
x2(139)=385 .2, and a fixed-parameter model fit of X2(142)=388.4. Since this difference is not
significant (Ay*/df=1.07, p=0.362), we conclude that perceived usefulness and perceived risk
fully mediate the relationship between offline channel satisfaction and intention to use the

SSC.

5. Conclusion

5.1. Discussion

This study focused on the identification of channel dissynergies in a multichannel service
environment. More specifically, we examined whether individuals' satisfaction with their
status quo situation influences their evaluations of a self-service option. In doing so, we drew
on literature describing one of the most important traps in decision making: status quo bias
theory (Hammond, Keeney, and Raiffa 2006). Results indicate the existence of a status quo
bias effect on SSC perceived usefulness. For individuals more satisfied with their current
offering, the perceived usefulness of the innovative channel option diminishes. This may
indicate that customers patronize their currently used channel, causing a myopic view which
lets them judge the innovative SSC as less useful. However, objectively, the new channel can

bring equal benefits to both currently satisfied as well as currently unsatisfied customers.

A second status quo bias effect was found with respect to perceived risk. From a rational
point of view, satisfied customers do not have to expect more performance uncertainty, and
they do not need to have more fear of losing money, compared to unsatisfied customers. But
our findings show they do. Hence, delivering services through multiple channels can be seen
as an integrated system. Evaluations of channel A influence evaluations of channel B.
However, where previous studies have mainly found synergistic effects between the multiple
channels, our study shows evaluative channel dissynergies to exist. Consequently, success-
fully influencing online channel use does not only depend on designing the benefits of the

online option but also on managing customers' satisfaction with the status quo.

We find perceived usefulness and perceived risk to fully mediate the relationship between

offline channel satisfaction and intention to use the SSC. This is in accordance with a general
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principle of the classic technology acceptance theory, which states that factors influencing
behavior only do so indirectly by influencing technology perceptions (Davis 1989). The
finding that the direct link between offline satisfaction and online channel use is non-
significant suggests that switching cost theory, which provides underpinnings to switching
behavior, cannot fully explain the channel dissynergies. These dissynergies show that
assessments of one channel affect evaluations of another channel but relate to (intentions to)

use (i.e. behavior) only indirectly.

Furthermore, our findings also display a differential role of trust. Where previous literature
has mainly described adoption enhancing effects of trust in online environments (Gefen,
Karahanna, and Straub 2003; Corritore, Kracher, and Wiedenbeck 2003), we show trust to
have both an enhancing as well as an inhibiting effect on SSC adoption. Traditionally, when
people perceive their bank as being honest and reliable, the perceived risk of the SSC would
drop (e.g. less fear of losing money, or less performance uncertainty), whereas its perceived
usefulness increases. While we find this effect, trust in the bank also influences the satisfac-
tion with the service currently used. Consequently, this enhances status quo bias and therefore
inhibits SSC adoption. Finding a negative trust component in technology adoption adds new

insights to existing literature.

By considering individual traits as moderators, we are able to make statements on whether the
status quo bias is stronger or weaker for certain types of individuals. Interestingly, moderation
effects were only found to be significant for the relationship between offline channel
satisfaction and perceived usefulness. The relationship between offline channel satisfaction
and risk perceptions of the SSC remained unaffected by any of the three moderating variables.
This indicates the robustness of the status quo bias effect on perceived risk, since these
perceptions are universally influenced by the satisfaction with the offline situation across
different individuals. In this respect, they are more stable than perceptions of usefulness,

which might serve as an interesting insight to the field of e-commerce studies.

Regarding the significant moderating effects, the effect between offline channel satisfaction
and perceived usefulness of the SSC is stronger for men compared to women. This might be
explained by observing men’s tendency to take more aggressive actions in the case of
decreasing satisfaction with the current situation. Additionally, men typically are interested in

achieving social status (Venkatesh and Morris 2000), and being able to tell friends and

25



Bauer / Falk / Schepers / Hammerschmidt/ illll'
Cross Channel Dissynergies in Multichannel Systems

relatives that they regularly talk to a financial expert is a way to do so. Since they do not
gather this social status by using the impersonal SSC, having a satisfying offline encounter
could reinforce the negative perceptions towards the online alternative. Alternatively, it could
be that in general, women have less time and prefer the most efficient and quick alternative.
Or, particularly if most of the financial advisors are men, women may believe that financial
advisors talk down on them and using the SSC avoids this psychological pain or anxiety.
Hence, women would be less influenced by their satisfaction with the offline service and
more influenced by the inherent attractiveness of the online alternative (We thank an

anonymous for this suggestion).

We also find a significant moderation effect such that younger people display a lower status
quo bias on perceived usefulness (Binteraction term=-0.09, p=0.04). This corresponds to popular
general belief that younger people more easily incorporate new technologies in their lifestyle
(Czaja et al. 2006; Morris and Venkatesh 2000). Hence, they are less influenced by their
current offline satisfaction in determining the usefulness of the new service channel. This
finding adds to the relatively limited literature of age differences in technology adoption

studies (Morris and Venkatesh 2000).

Finally, Internet experience displayed an interaction effect such that individuals with higher
levels of experience are less influenced by offline channel satisfaction in assessing the
perceived usefulness of the SSC (Binteraction_term=0.11, p=0.01). The positive interaction term
dampens the negative main influence of satisfaction perceptions on SSC usefulness. However,
the effect is relatively small. This also indicates that the consequences of status quo bias are
fairly robust, even among individuals which are highly experienced with the Internet and
would thus have no difficulty picking up Internet-related systems. This finding adds insight to
the literature discussing Internet experience effects. Bruner and Kumar (2000) report positive
direct effects of Internet experience on users’ attitudes towards web sites. Nysveen and
Pedersen (2004) do not find a similar effect, but report Internet experience to moderate the
influence of website characteristics on perceived usefulness. Our findings further substantiate
this role and connect to classic technology adoption theory, which states that experience

might interact with antecedents of perceived usefulness (Venkatesh and Davis 2000).
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5.2. Managerial Implications

Our findings yield interesting implications for the integration of an SSC in a multichannel
context. In line with recent findings, we stress that within a multichannel system, service
channels should be synchronized in order to reduce channel conflicts and to enhance the
overall channel system performance (Neslin et al. 2006; Bendoly et al. 2005). When firms
want to trigger the use of both channels and can unbundle the different service stages, a
channel integration strategy can be implemented by differentiating channel offers along the
stages of the service delivery process (Bauer, Falk, and Hammerschmidt 2006; Neslin et al.
2006). For example, in their (offline) stores and kiosks Dell offers customers advice, support,
and the possibility to “touch and feel” their products. However, customers are not able to
order products in the stores. This can only be done via the Dell order system on the Internet.
The company thereby ensures that customers experience the flexible and superior on-demand

order and delivery system, which is one of the main unique selling points of Dell.

However, channel integration may be inappropriate if coordination is too costly, e.g. due to
large investments in technology, marketing efforts, and management expertise. In such a
scenario, companies could opt to focus on a single channel, either by switching customers
from the traditional to the new channel (status quo substitution strategy) or by strengthening
the conventional channel (status quo preserving strategy). Following a substitution strategy
can positively affect overall sales, steady-state growth rate, and even stock-market perform-
ance (Deleersnyder et al. 2002; Pauwels and Neslin 2006). One mechanism to shift customers
to the Internet channel would be to position the benefits of the online channel against the
disadvantages of the traditional format, rather than communicating solely the benefits of the
new channel option. By gradually communicating the disadvantages of the old service
delivery to customers (e.g. lower flexibility, longer waiting time, higher costs), the perceived
usefulness of the new channel might be enhanced. In this context, providers could even decide
for a more radical strategy to drive customers to use the SSC by cutting back office hours, or
reducing the number of branches and service employees. This would be in line with the
offensive marketing efforts proposed by Neslin et al. (2006) in their research agenda for
multichannel customer management. Nevertheless, this offensive strategy has a high amount
of risk involved, especially when competition is fierce. Customers might feel to be trapped or
forced into using a particular channel and might switch to a different service provider.

Consequently, it could be better to follow a status quo preserving strategy.
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However, if companies decide on a status quo substitution strategy, they can also communi-
cate the benefits of the online channel in combination with building trust. For example, fair
and strict policies can be communicated to customers (Gefen, Karahanna, and Straub 2003).
For online banking, Yousafzai, Pallister, and Foxall (2005) conclude that banks can build high
trustworthiness among their customers by providing an easily accessible, clear and well-
detailed security and privacy policy, as well as a statement of compliance with banking codes

and procedures.

Finally, given our results from moderation analyses, companies should analyze their target
customer groups, and differentiate the strategy to enhance channel switching accordingly.
Since men, older people, and less experienced Internet users display a stronger status quo bias
involving perceived usefulness, efforts (advertising, general communication, etc.) to make the
benefits and drawbacks of the respective channels clear, should be more intense for these
particular subgroups. A viable strategy would be to create positive word-of-mouth by
providing special introduction programs (for older people, or inexperienced users). Addition-
ally, for men, advertising communication could focus on creating a “cool image” of the SSC,
since men are usually more interested in (social) status than women (Venkatesh and Morris

2000).

5.3. Limitations and future research

The results of this study are based on 639 usable responses to statements regarding a
prototype experienced by the respondents. While this number of cases constitutes a good
sample for SEM techniques, the research design used in the study has some drawbacks. One
disadvantage is that responses to the statements are partially dependent on the realism of the
simulation of the innovative SSC. This problem is alleviated however by securing close
cooperation of bank staff. As the Internet-based financial investment service will be
introduced in the near future, a simulation was developed and used in this study. Using a
prototype design forced us to use behavioral intention as a proxy for actual usage behavior,
since the new service offering was not yet launched. While the use of intentions has been
generally accepted as an indicator of technology adoption, different measures of intention can
affect the predictive power of the construct (Kim and Malhotra 2005). Similar studies could

therefore make more insightful claims by adopting a longitudinal research setting and
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including actual use.

Furthermore, as both inertia and switching cost theory are closely related to status quo bias
theory, the results may also be partially explained by these theories. Therefore, future studies
could integrate inertia and switching cost measures to further clarify the contributions of the
mentioned theories for explaining decision anomalies in multichannel contexts. For example,
inertia could be applied as a segmentation variable for comparing channel (dis)synergies in
different groups. Apart from that, integrating switching costs could help to deepen the

understanding of rational and irrational aspects of channel perception and evaluation.

Finally, we did not deem it possible to reliably measure perceived ease of use, or SSC
complexity, with the prototype under consideration. As this variable requires users to have
worked with the system for a certain period of time, and our simulation was only used to give
an impression of the system, we chose to refrain from incorporating this perceived ease of use
in our model. However, as perceived ease of use is a key variable in technology adoption
(Davis, Bagozzi, and Warshaw 1989, Venkatesh and Davis 2000), future studies should
incorporate it. This opens opportunities for future research to examine whether status quo bias
affects technology perceptions other than usefulness and risk. For instance, the dimensions of

the Diffusion of Innovations theory (Rogers 2003) could be used as a guideline.

Another interesting future research avenue relates to variety seeking theory, which relies on
an inherent need for alteration to explain why consumers switch among alternatives and thus
more easily adopt innovative technologies. Consumer behaviorists have linked different types
of behavior to the existence of an ideal level of stimulation (McAlister and Pessemier 1982).
In case stimulation falls below the ideal level, cognitive action like exploration or novelty
seeking will provide more input. By transferring this idea to the adoption of innovative
service channels, we suggest that if the ideal level is not reached by using the traditional
service channel switching to a new option will produce additional stimulation. Thus,
comparable to the innovativeness construct, variety seeking tendencies can lessen individual

status quo bias. Future research could investigate the relationships between these constructs.
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