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ABSTRACT

Online banking is becoming a new focuses as the number internet users is in-
creasing globally and its benefits. This study aimed to determine the quality service
on online banking towards young users in Melaka. The important of this research
was to ensure that bank institutions provide the best services to their customers. By
late October 2018, total online banking subscribers totalled 29.0 million representing
90.5% of Malaysia's total population using online banking services offered by 32 lo-
cal and international banks. The research carried out to get the view what are the ser-
vices that needed by the online banking user to be implement by the bank institu-
tions. Furthermore, delivering high quality services is a way bank institutions man-
age to improve their customer relationships. The research objective is to determine
the quality service online banking towards young users in Melaka. In this research,
data was collected through questionnaire, research strategy was survey with total 384
respondents and the analysis is carrying out using Statistical Package for Social Sci-
ences (SPSS) and Microsoft Excel. In addition, the result of this research showed of
security and privacy service quality is the most significant relevance that affects
young user perception in Melaka. From the results, it was proved that bank institu-
tions provide good services to their customers. Data about consumers help bank insti-
tutions to define the need and identify the opportunities and threats for a service.
Customer response was ultimate test of whether a service strategy will succeed.
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ABSTRAK

Perbankan dalam talian menjadi tumpuan baru memandangkan bilangan
pengguna internet meningkat secara global dan terdapat banyak manfaatnya. Kajian
ini bertujuan untuk menentukan kualiti perkhidmatan perbankan dalam talian ke arah
pengguna muda di Melaka. Yang penting dalam kajian ini adalah untuk memastikan
institusi bank memberikan perkhidmatan yang terbaik kepada pelanggan mereka.
Menjelang akhir Oktober 2018, jumlah pelanggan perbankan dalam talian berjumlah
29.0 juta mewakili 90.5% jumlah penduduk Malaysia menggunakan perkhidmatan
perbankan dalam talian yang ditawarkan oleh 32 bank tempatan dan antarabangsa.
Penyelidikan ini dijalankan untuk melihat apakah perkhidmatan yang diperlukan oleh
pengguna perbankan dalam talian untuk dilaksanakan oleh institusi bank. Selain itu,
penyampaian perkhidmatan berkualiti tinggi adalah cara institusi bank menguruskan
untuk meningkatkan hubungan pelanggan mereka. Objektif kajian adalah untuk
menentukan perbankan dalam talian perkhidmatan kualiti terhadap pengguna muda
di Melaka. Dalam kajian ini, data dikumpulkan melalui soal selidik, strategi
penyelidikan adalah tinjauan dengan seramai 384 responden dan analisis dilakukan
dengan menggunakan Paket Statistik untuk IImu Sosial (SPSS) dan Microsoft Excel.
Dari hasilnya, terbukti bahawa institusi bank menyediakan perkhidmatan yang baik
kepada pelanggan mereka. Data mengenai pengguna membantu institusi bank untuk
menentukan keperluan dan mengenal pasti peluang dan ancaman untuk perkhid-
matan. Tanggapan pelanggan adalah ujian utama sama ada strategi perkhidmatan
akan berjaya.
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CHAPTER 1

INTRODUCTION

1.1 INTRODUCTION

This chapter has the aim to inform the reader about the increasing importance of
Online Banking Services and its quality. In this chapter the researcher discusses the
problem statement, research questions, research objectives and mention the scope
and limitations of this study. By the end of August 2018, the totaled number of
online banking subscribers was 28.3 million are representing 89.4% of Malaysia total

population that using online banking services offered by bank institutions.

The development of information technology has recently contributed to the major
changes in the way that services are delivered to consumers. Hence, the presence and
use of online banking have greatly changed the daily activities of most people, such
as shopping and banking. The popularity of banking services delivered over the in-

ternet has grown in recent years.

Therefore, providing high-quality services to the consumer is the way companies
manage to enhance their customer relationships. From the mentioned above, it be-
comes apparent that the delivery of high-quality services to consumers is essential to

survive in a highly competitive banking environment (Wang, Lo & Hui, 2003).



1.2 BACKGROUND OF THE STUDY

In this technology revolution world, the payment system surfaced and technology-
based remote access delivery channels which include cash dispensing tellers are re-
placed by Automated Teller Machines (ATM), bank branches are replaced by tele-
phone calls and postal mail is replaced by the. Moreover, online banking has devel-
oped a variety of directional services to meet consumer satisfaction. According to
Sethi & Bhatia (2008), online banking means the consumer uses technology to per-

form banking transactions at any place without going to the banking institutions.

As the world of the technology arise nowadays, the consumer prefers to use online
banking instead of the traditional method due to the following aspects such as acces-
sibility of the services anywhere and anytime ,transactions services can perform 24
hours a day ,avoid spending time in queuing up ,it is quick and cheap (Mattila et
al,2002). Online banking refers to banking services where consumers can manage of
their accounts bank such as checks, transfers and bill payments via the Internet, ra-
ther than going the bank branch physically. Online banking typically consists of a
secure connection to banking information via a depository's home computer or other

devices.

Hence, in this research, the determinant of young user's perception towards the
online banking system will be found out. Online banking is chosen as the one tech-
nology exposed to the consumer the most, which is allows users to safely store their
accounts that provide early detection of fraudulent activities that may result in finan-

cial loss or damage.



1.3 PROBLEM STATEMENT

The problem statement for this study is the lack of anxiety in the rate of usage
of the online banking system among consumers. This issue affects consumers to con-
tinue using the online banking system and cause banks to improve their services.
Online banking is still in the stage of growth and development research found that
there was a low rate of consumption of online banking users in Malaysia (Ang et al,
2013). There are many users who have not adopted online banking services even
though the online banking system provides many features and functions that enable
users to conduct banking transactions through banking services.

According to Maghoub Elradi et.al (2017), service quality dimensions are
still inadequate in terms of service quality and user experience in confirming user
satisfaction, user-friendly interface, and loyalty caused by lack of human relation-
ships. Low levels of communication and acceptable Internet technology continue to
cause banks unable to achieve customer satisfaction factors in an online environ-
ment. Therefore, both domestic and international banking institutions should have
awareness of the quality of online banking services that influence the use of consum-

ers that are essential for the success of banks to maintain a competitive advantage.

Nowadays with the globalization trends worldwide in terms of using the online
banking system is it difficult for the consumer whether matured or young to deny
from what happening around. Therefore, online banking can take some time for be-
ginners. Moreover, some people find it difficult to believe in a fully mechanical sys-
tem to carry out their financial transactions (Ernst & Young, 2014). In many cases,
simple errors such as clicking the wrong button can trigger a big problem. Therefore,
many individuals are constantly worried and wondering if they have done the trans-
action accordingly while leveraging the convenience of online banking. The various
technology platforms used by banks to perform their day to day operations such as
registration form, transactions and checking affected operations have evolved con-
siderably in recent years. These developments are changing the way utilities and con-
sumers interact and are considering a number of research questions and practices re-

lating to the provision of electronic services.



1.4 RESEARCH QUESTION

In this study, the researcher has identified questions to be answered. Some question

has taken the concern to achieve a better explanation of this research:

I.  Does the reliability, ease of use, efficiency and security and privacy of ser-
vice quality online banking affect the young user’s perception in Melaka?
Il.  What is the most significant relevance of the service quality online banking

affect the young user's perception in Melaka?

1.5 RESEARCH OBJECTIVE

The main objective of the study is to determine online service quality toward young
users in Melaka on the online banking system. To be more specific, there are two re-
search objectives that will be highlighted in this study. These objectives are as fol-

low:

I.  To investigate the relationships of reliability, ease of use, efficiency and secu-
rity and privacy of service quality online banking that affect the young user’s
perception in Melaka.

Il.  To determine the most significant relevance of service quality online banking

affects the young user's perception in Melaka.



1.6 SCOPE AND LIMITATIONS
1.6.1 Scope

Measuring the service quality toward young users by using the concept of e-
SERVQUAL models based on the Melaka online banking system. By using the e-
SERVQUAL model's concept, banking institutions can improve their online banking
system to ensure young users satisfaction. The purpose of this research is to deter-
mine the significance of service quality online banking that affects the young users

which are 15-35 range ages.

1.6.2 Limitations

The target respondents for this research are 384 online banking among young us-
ers. However, some constraints may happen while making it difficult for the re-
searcher to carry out the study. The researcher has highlighted several limitations of

this study.

Firstly, time constraints are one of the limitations. The study is a research that re-
quires a longer time to enable the researcher to get better quality information and da-
ta to archive effective and fulfillment research results. The researcher has less valid
information and data to use because it is a project research and semester work of four

months for the final year students as requested by the university.

Then, the second limitation of this research is financial constraints where the re-
searcher has to face in every part of this study. The researcher needs to spend a lot of
money to print out the articles and journals to make them as references for carrying

out the study.

The third limitation for this research is probably the lack of cooperation from the
respondents and the attitude of the respondents when the questionnaire was used to
collect the data and information for the research. The researcher does not have the
ability to know whether the respondents are answering the questionnaire honestly or
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not and the information and data that are collected from the questionnaire cannot be

guaranteed to be good quality.

1.7 THE SIGNIFICANCE OF RESEARCH

This research is expected to reveal how the service quality online banking is
related to young user’s perception in Melaka. The findings of the research will offer
important managerial insight to the banks and the banks will be able to reassess their

initiatives.

In the quest to enhance the customer value, customer satisfaction and in-
creased competitive advantages in the banking industry, the banks should evaluate
the service quality that they perform on their websites. The manager of the banks
must have a good understanding of the connection between services quality to up-
grade their services. By performing these basic services and adding value to their

services, it will lead to an increase in the young user adoption level.

Besides that, in order to have a good planning on how to target marketing
campaign and the most effective way to invest for a maximum competitive impacts
return, the banks should have a better understanding about the young users varying
needs and wants across the market segments. In order to attract various types of
young users from different segments, the manager should focus on the level of quali-

ty and types of services that they provide and offer to the young users.

In addition, the quality of online services offers a high-tech web framework
that contributes to long-term customer relationships. To increase their company prof-
its and increase the stock market in the long term, banks need to realize the value of

technology in driving growth in customer-oriented organizations.



1.8 SUMMARY

This chapter has explained the research's direction. The introduction briefly ex-
plains the background of this study on service quality online banking towards young
users’ perception in Melaka. This chapter also describes the problem statement, the
objective of the research as well as the research question on the study case. The
scope and limitations of this research also provide a narrow scope for research and
direction for further progress. The importance of this research was to identify the

service quality online banking toward young users’ perception in Melaka.



CHAPTER 2

LITERATURE REVIEW

2.1 INTRODUCTION

According to Wallace and Wray, a literature review is not just about a series of
review but it is more about describing and summarizing what each book and journal
article is about. The reason for this research is to further refine the research topic and
research design, discover explicit recommendations for further research and prevent

the researcher from repeating the work that has been done previously.

The outline of this chapter is presented as follows. In section 2.2, the researcher
will describe the definitions of service quality, traditional service quality, and online
service quality. Followed by section 2.3, the researcher will explain the definitions of
online banking. In section 2.4, the researcher will describe the service quality in both
traditional banking and online banking. Followed by section 2.5, the research frame-
work is then described in detail and it will conclude with a discussion of the re-
searcher's work. Finally, section 2.6 will cover the hypothesis of this research.



2.2 DEFINITION OF SERVICE QUALITY

The service quality on online banking has been widely used to approach the per-
formance of various service organizations including banks. According to Parasura-
man et.al (1988), intangible results that do not have physical characteristics are ser-
vices. Instead, performances and benefits provided to users who pay money for ser-
vices are determined by their function. According to Gefan (2002), a comparison
made by users between the quality of service they wish to receive and the quality of
service they actually receive is the quality of service. Service quality is a critical suc-
cess factor that affects competitiveness among service organizations, according to
Auka, Bosire, and Matern (2013). Kashif et al. (2015) claim a cultural phenomenon

is a measure of the quality of services produced and marketing strategies.
2.2.1 Traditional service quality

In recent years, both of the researchers and the practitioners are considerably in-
terested in service quality. The definition of service quality is the comparison made
by the customer between the expectations of service and the perceptions of the ser-
vice that they have received. If online customers choose purely internet-based sup-
pliers with basic customer services, they still need many services that are provided

by traditional channels (Yang and Fang 2004).

A process consisting of a series of intangible activities that are common, but
should not necessarily always happen in the interaction between the user's employee
and the service or the source or physical source or system or service provider, pro-
vided as a solution to the user's problem is a service (Grdnroos, 2000). According to
all these initial findings, how well users are focused primarily on the expectations
that are fulfilled by the services delivered is measured as the quality of service re-

ceived.

According to Parasuraman et al. research (1985) focus group has identified ten
detailed dimensions about the quality of service, access, credibility, responsiveness,
credibility, communication, efficiency, courtesy, security, understanding and cus-

tomer knowledge. These ten dimensions have been described further and developed
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