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Abstract 
 

 

 

The banking services have been dynamic during the last decade due to the advent of the 

Internet in banking sector. One of the most vital challenges of the Internet as a service 

delivery channel is providing and maintaining service quality. Service quality is an input 

of customer trust which becomes satisfaction and lead to loyalty as an output. Customer 

loyalty is a concern of any organizations as well as banking sectors. The purpose of this 

research was to gain better understanding of the impact of the Internet on customer 

loyalty in Malaysian banks. Four research questions have been formulated to achieve the 

purpose. Based on detailed literature review, a frame of reference was developed which 

helped to answer research questions and guide to data collection. A quantitative research 

approach was used to get better understanding of this issue. Empirical data were collected 

through questionnaires with the research questions and the frame of reference. Finally, in 

the last chapter findings and conclusions were drawn by answering research questions. In 

the research it was found that all the banks interviewed seem to have the same 

description, motivation and an underlining objective of customer loyalty and the Internet 

has affected from two different directions which are made up of both positive and 

negatives sides on customer loyalty creation by theses banks. The Internet has become 

more powerful media of providing bank services. Banks use the Internet as a new 

distribution channel for their products and services. The Internet facilitates home banking 

services which is becoming more popular in recent time. Another most important finding 

of this study, from both banks, is service quality which form an integral part of loyalty 

creation.     

 

Keywords : Internet Banking, Customer Satisfaction, Customer Loyalty, and Malaysian 

Banks
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CHAPTER 1 

INTRODUCTION 

1.1. Background 

The Banking services have undergone many changes during the past decade with the 

advent of the Internet in the banking sector. According to Liljander and Strandvik 

(1995) bank loyalty as the biased behavioral response expressed overtime, by some 

decision –making unit with respect to one bank out of a set of banks, which is a 

psychological (decision making and evaluative) processes resulting in brand 

commitment.  

According to Gremler and Brown (1996), customer loyalty has been defined as the 

“degree to which a customer exhibit repeat purchasing behaviour from a service 

provider, possesses a positive attitudinal disposition toward the provider, and 

considers using only this provider when a need for this service arises”. The above 

definition signifies loyalty as an action and how the customer is committed towards a 

product or service, which includes emotional attachment, identification and 

involvement (Allen & Meyer, 1990). Gremler and Brown (1996) further lamented 

that loyal customers have a high rate to spread positive word-of-mouth about the 

company and even go on to purchase more service from the company and that they 

have less potential to switch to other competitors even when the competitor offer 
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