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Abstract

Online banking is becoming a new focus as the number internet users is increasing 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 local and international banks. The research carried out to get the view what are the services that needed by the online
banking user to be implement by the bank institutions. Furthermore, delivering high quality services is a way bank institution
manage to improve their customer relationships. 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 Sciences (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 institutions
provide good services to their customers. Data about consumers help bank institutions 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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1. Introduction

By the end of August 2018, the totalled 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.
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Therefore, providing high-quality services to the consumer is the way companies manage to enhance their
customer relationships. From the mentioned above, it becomes apparent that the delivery of high-quality
services to consumers is essential to survive in a highly competitive banking environment (Wang, Lo & Hui,
2003). According to Sethi & Bhatia (2008), online banking means the consumer uses technology to perform
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 accessibility 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, rather 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.

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 continue 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 relationships. Low levels of communication and acceptable Internet technology continue to cause
banks unable to achieve customer satisfaction factors in an online environment. Therefore, both domestic and
international banking institutions should have awareness of the quality of online banking services that influence
the use of consumers 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 beginners. Moreover, some people find it difficult to believe in a fully mechanical system
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 transaction 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 considerably in recent years. These developments
are changing the way utilities and consumers interact and are considering a number of research questions and
practices relating to the provision of electronic services.

2. Literature Review

The service quality on online banking has been widely used to approach the performance of various service
organizations including banks. According to Parasuraman et.al (1988), intangible results that do not have
physical characteristics are services. Instead, performances and benefits provided to users who pay money for
services 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 success 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.
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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 customer knowledge. These ten dimensions have been described further and
developed into the SERVQUAL model. The SERVQUAL model consists of five dimensions such as tangibles,
reliability, responsiveness, guarantees, and empathy used to measure service quality (Parasuraman et al., 1985).

Yang et al (2004) attempt to create a credible and legitimate way of measuring the quality of online service
based on a broad conceptual framework that incorporates theory and conceptualization in the quality of
customer service, the quality of information systems and the management of product portfolios into online
banking service quality. The use of information technology has been taken into account in improving the quality
of customer service and enhancing customer satisfaction in past studies.

Service quality has now become one of the key determinants in measuring the industry's success. Service
quality really gives customers superb influence to distinguish competing organizations and effectively
contribute to customer satisfaction that the marketer agrees with. The key factor in the success of any business
is the quality of service that has been recognized by marketers. Hence, the delivery of superior service values
to their customers, especially those active in the banking sector was ascertained by marketers in advance
(Parasuraman, Zeithaml, and Berry 1985, 1988).

As mentioned earlier, marketers are faced with diverse customer views on service quality dimensions
(Parasuraman, Zeithaml, and Berry, 1985). Where service organization marketers like banks are trying to
determine the expected customers about the quality of the service and extract their previous experience to
improve the quality dimensions of their services to imply their production to meet their customers' expectations.
However, after a systematic review of relevant literature specifically studies developed the dimensions of the
quality of Internet banking services.

Leong, Srikanthan, and Hura (1998) conclude that the quality of services should have a successful online
banking website, should be user-friendly, accessible and available to many users, and should ensure the
accuracy of the data entered. According to Jayawardhena (2004), the measurement of the quality of online
banking service services of research and financial services managers has been keen on because of the increasing
importance of information and communications technology (ICT). According Verma (2012), statethat customer
satisfaction is the outcome of the purchase and use of products and services, as a result of the comparison of
customers to rewards and the cost of purchasing in relation to the expected results. "In other words, customer
satisfaction is a percentage of the number of customers reporting that their experience with their company or
product exceeds certain satisfaction goals (Farris, Bendle, Pfeifer, & Reibstein, 2010). Consumers value
judgments based on their perceptions of product performance or experienced services to actual performance.

Kashif et al.(2015) state that customers are happy when service providers meet their expectations as
satisfaction. Customer satisfaction lies in how well the service meets and meets their expectations, and thus, the
customer assesses the performance of the service (Parasuraman et al., 2005). Customer's attitude toward service
will be enhanced and will provide customer satisfaction to the service if the customer is satisfied with the
services provided (Andreassen and Lindestad, 1998). In the online context, customer satisfaction is mastered
by the judgment of Szymanski and Henard (2001) on their internet experience compared to their experience in
a traditional way of dealing with customers.

2.1. Conceptual Framework

The proposed conceptual framework in this study is to illustrate a diagram of the constructs and variables and
the interrelationships between variables. The independent variable consists of economy, social and technology

factors. The framework below shows the relationship between independent and dependent variables.
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Service quality online banking

Reliability
e Transaction process system is error-free
o Keep service promise

Ease of use
e Speed of response
e Well organized structure
e Easy navigate

o ) Young user's Perception

Efficiency of Online Banking

e Fast load internet bank website

e Fast contacting internet bank website
representatives

Security and privacy
e Protect privacy and transaction
information
¢ Internet bank website clear
transaction safety policies

Independent Variables

Dependent Variable

Fig.1: Conceptual Framework
3. Research Methodology

The researcher used quantitative method to conduct this research in order to examine the relationship
between variables, numerically measuring them and analysing them using a range of statistical techniques. It
often includes checks to ensure data's validity as in an experimental design. The researcher wants to obtain
information from the respondents to ensure the data are collected in a standardized manner. It is important to
ensure that the questions are expressed clearly so they can understand them. Therefore, the researchers are able
to analyze the online service quality toward young users on online banking in Malaysia.

The questionnaire has been distributed to 384 respondents. The 384 questionnaires have been given to the
users of online banking. The respondents have to answer each question based on a Likert Scale. Secondary data
is used to support theories that are relevant to the researcher's study. The researcher uses secondary data as
supportive evidence in this research to figure out the importance of e-SERVQUAL towards young users on
online banking in Melaka.The data collected from the questionnaires will be analysed using SPSS in systematic
order. Based on the outcomes investigated from the SPSS, it will be used to test the hypothesis to prove the
relationship between the variables.
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Pearson's coefficient of correlation is used to measure the data relationship's validity. This research was
conducted in multiple regression techniques. The aim is to make the model more realistic, control other variables
and explain more variations in dependent variables. Variables are listed in the framework of research. In this
study, the researcher used multiple regression equations of;:

V = a+ B1X1+ B2Xs+ BaXs + BaX,

Equation

Where,

Y= Young user's perception of online banking
a = is the regression constant

B1, B2, B3, and B, = the beta coefficients

X; = Reliability

X, = Ease of use

X3 = Efficiency

X, = Security and Privacy

4. Data Analysis and Results

Questionnaires have been distributed to young users in Melaka and the data is collected from the respondent.
A sample of 384 Melaka respondents was selected. In order to analyse the validity and reliability of the
questionnaire, the pilot test was conducted. There are 30 respondents selected randomly for took part to be one
of the respondents for pilot test. The consistency finding of the survey is measured using Cronbach's coefficient
alpha, the result is 0.956 tested on 30 items. The Pearson Correlation analysis used as to test the validity of
questionnaires.

Table 1: Descriptive Statistics

Mean Std. Deviation N
Reliability 3.8741 .54816 384
Ease of Use 4.0022 .60669 384
Efficiency 3.9167 62974 384
Security and Privacy 3.9887 .64038 384
Young Users Perception of Online Banking 4.2208 .67401 384

Multiple linear regression analysis performed to determine the second objective is archived or not, as this
analysis performed to determine the most significant relevance of service quality online banking affects the
young user’s perception in Melaka. There are four independent variables are tested (reliability, ease of use,
efficiency and security and privacy) and a dependent variable (young users' perception of online banking).

Table 2: Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .705? 497 492 .48052

a. Predictors: (Constant), Reliability, Ease of Use, Efficiency, Security and privacy
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Table 2 above shows the model summary from the usage of multiple linear regression analysis. In the table
exhibited the value of R= 0. 705 and the coefficient determination (R square) amount are 0. 497, if the value of
correlation greater than 0.6 the relationship between the independent variables and dependent variable is
considered strong. (Malhotra,2012) . The R square in Table 2 is the proportion of variation in involvement
factor that is explained as 49.7% in percentage which means of variance in young users' perception on online
banking by the factors of reliability, ease of use, efficiency and security and privacy. Meanwhile (100% - 49.7%
=50.3.%) is influenced by other causes.

Table 3: Coefficients

Unstandardized Coefficients Standardized Coefficients

Model t Sig.
B Std. Error Beta

(Constant) -850 177 4793 .000

Reliability .090 .068 .082 1.324 186

1 Ease of use .275 .072 .248 3.816  .000

Efficiency 139 .075 130 1857 o4

Security and Privacy 345 .062 .328 5.600 .000

a. Dependent Variable: Young users' perception of online banking

Based on Table 3 the significance value of reliability (V1) is 0.186 which more than 0.05, ease of use (V2)
amount is 0.000 which less than 0.05 (0.000<0.05), efficiency (V3) amount is 0.064 which more than
0.05(0.000<0.05) and security and privacy (V4) amount is 0.000 is less than 0.05 (0.000<0.05).

The t-test is applied in order to indicate each independent variables significantly prediction of dependent
variable compared to constant alone. Reliability, t (384) = 1.324, p<0.05, is significant predators of dependent
variables. Ease of use, t (384) = 3.816, p<0.05, is significant predators of dependent variables. Efficiency, t
(384) = 1.857, p<0.05, is significant predators of dependent variables Security and privacy, t (384) = 5.600,
p<0.05 is significant predators of dependent variables.

Based on Table 3, the regression equation is formed in order to predict the value of young users’ perception
on online banking for a new case, multiply each independent variables score by its b-value and add all these

values to the constant.

Y =0.850 + 0.248X: + 0.328X4

Y = Young users’ perception on online banking

X1 = Reliability
X2 = Ease of use
X3 = Efficiency

X4 = Security and privacy

From the regression equation, there is a positive relationship between all independent variables and
dependent variables.

Security and privacy are the strongest predictors, B = 0.328, t (384) = 5.600, p<0.05, showing the security
and privacy factors most affecting factors in young users' perception on online banking. Ease of use the
moderate predictors as f = 0.248, t (384) = 3.816, p<0.05, showing the ease of use is the second highest factor
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affecting the young users' perception on online banking. Followed by efficiency predictors as, B =0.130, t (384)
= 1.857, p<0.05, showing the efficiency is the third highest factors affecting factors in young users' perception
on online banking. Meanwhile reliability is the lowest independent young users' perception of online banking
as B =0.082, t (384) = 1.324, p<0.05. Therefore the most significant factor is security and privacy factor.

To indicate the significant influence of each independent variable on the dependent variable simple linear
regression analysis was used by the researcher to determine whether or not the first objective was achieved. The
results showed that all independent variables (reliability, ease of use, efficiency and security and privacy) lead
to significant influence on the dependent variable (young users' perception of online banking). In addition, the
researcher are support the results of hypothesis testing with the previous research in determine service quality
online banking based on young users perception in Melaka.

The results show, based on this study, that a strong relationship exists between the independent variable and
dependent variables in online service quality banking on the perception of young user’s in Melaka. Which the
independent variables are reliability, ease of use, efficiency and security and privacy. The dependent variable
is young users' perception of online banking in Melaka. Lastly, the researcher also has used the multiple linear
regression analysis to investigate the second objective (based on the table of coefficients).Four of the
independent variables are reliability, ease of use, efficiency and security and privacy while the dependent
variable is young users' perception of online banking.

The third output results of multiple linear regression analyses are coefficients. The reliability (V1) is B =
0.082, t (384) = 1.324, p>0.05, ease of use (V2) is f = 0.248, t (384) = 3.816, p<0.05, efficiency (V3)is B =
0.130,t(384)=1.857, p>0.05and security and privacy (V4) amount 3 =0.328, t (384) = 5.600,p<0.05. Therefore
can be concluded that reliability (V1) is the lowest significant to young users' perception of online banking (),
meanwhile ease of use (V4) and efficiency (V3) are the moderate significant for young users' perception on
online banking (), while the security and privacy (V4) lead to be the most significant factor that affecting
young users' perception on online banking (Y) compared to other three variables.

5. Conclusion and Recommendation

The conclusion of this research is about the determinant service quality online banking towards young users
in Melaka. The factors are reliability, ease of use, efficiency and security and privacy where these variables can
be declared as variables that affect the young user's perception on online banking in Melaka. From this study
can help bank institutions, to use these factors as an idea to gain trusted from the consumer on online banking.
Security and privacy factors have been identified as the highest factor that influences the young users' perception
on online banking in Melaka. It can be described by the researcher using SSPS 2.0 analysis is used to measure
and calculate the statistical results from 384 respondent data collected.
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