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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



The contents of
the thesis is for
internal user
only



REFERENCES

Aasael (1992), Consumer Behavior and Marketing Action , 4th edition, PWS-Kent,
Boston, MA.

Ahluwalia, R., Unnava, H.R. and Brunkrant, R.E (1999), Towards understanding the
Value of a Loyal Customer: An Information-Processing Perspective,
Marketing Science Institute , Report No. 99-116, Cambridge, MA.

Allen, N.J. and Meyer, J.P. (1990), “The measurement and antecedents of affective,
continuance and normative commitment to the organization”, Journal
of Occupational and Organizational Psychology, Vol. 63 No. 1, pp. 1-
18.

Anderson, R.E. and Srinivasan, S.S. (2003), “E-satisfaction and e-loyalty: a
contingency framework”, Psychology and Marketing , Vol. 20 No. 2,
pp. 123-38.

Asubonteng, P. McCleary, K.J., and Swan, J.E., (1996), ‘SERVQUAL revisited: a
critical review of service quality’, The Journal of Services Marketing,
Vol. 10 No. 2, spring.

Awad, E.M. (2000), "The Structure of E-Commerce in the Banking Industry: An
Empirical Investigation™, SIGCPR 2000 Evanston Illinois, USA.

Bigley, G.A. and Pearce, J.L.. (1998), “Straining for shared meaning in organization
science: problems of trust and distrust”, Academy of Management
Review , Vol. 23 No. 3, pp. 405-21.

Broderick, A.J. and Vachirapornpuk, S. (2002), “Service quality in Internet banking:
theimportance of customer role”, Marketing Intelligence and Planning
, Vol. 20 No. 6, pp. 327-335.

Caruana, Albert (2002), “Service Loyalty, The effects of Service quality and the
mediating role of customer satisfaction”, European Journal of

Marketing , Vol. 36 No.7/8, pp. 811-828.

Cronin, J., and Taylor, s. (1992), Measuring service quality: a re-examination of
extension,  Journal of Marketing , Vol. 56 No.3, pp. 55-68.

89



Corritore, C.L., Kracher, B. and Wiedenbeck, S. (2003), “On-line trust: concepts,
evolving themes, a model”’, International Journal of Human-
Computer Studies , Vol. 58 No. 6, pp. 737-58.

Davis, R., Buchanan-Oliver, M. and Brodie, R.J. (2000), “Retail service branding in
electronic commerce environments”, Journal of Service Research ,
Vol. 3 No. 2, pp. 178-86.

Danaher P.J. and Hadddrell, V. (1996), “A comparison of question scales used for
measuring customer satisfaction”, International Journal of Service
Industry Management, Vol. 7 No. 4, pp.4-26.

Delone, W.H., and McLean, E.R., (2003), The Delone and McLean Model of
information Systems Success: A Ten — Years Update’, Journal of
Management Information Systems, Vol. 19, No. 4, pp. 9-30.

Dick, A.S. and Basu, K. (1994), “Customer loyalty: towards an integrated conceptual
framework™, Journal of the Academy of Marketing Science , Vol. 22
No. 2, pp. 99-113.

Dowling, G.R. and Uncles, M. (1997), “Do customer loyalty program really work?”,
Sloan Management Review , Summer, pp. 71-82.

Eastin, M.S., (2002), "Diffusion of e-commerce: an analysis of the adoption of four e-

commerce activities’, Telematics and Informatics , Vol. 19 No. 3, pp.
251-267.

Egan, J., (2001), Relationship Marketing : Exploring relational strategies in
marketing, FT: Prentice Hall, GB

Egan, J, (2004), Relationship Marketing -Second edition, Prentice Hall.
Evans, M.J., Patterson, M. And O’Malley, L. (1997), ‘Consumer reactions to
database-based supermarket loyalty programs’, The Journal of

Database Marketing , Vol. 4 No. 4, pp. 307-20.

Finkelstein, S. (2003), Why Smart Executives Fail and What You Can Learn From
Their Mistakes, Portfolio, New York, NY.

Garbarino, E. and Johnson, M.S. (1999), “The different roles of satisfaction, trust, and

commitment in consumer relationships”, Journal of Marketing , Vol.
63 No. 2, pp. 70-87.

90



Gefan, D., (2000), “Customer Loyalty in e-commerce”, Journal of the Association
for Information Systems, 3, 27-57.

Gefen, D. (2000), “E-commerce: the role of familiarity and trust”, International
Journal of Management Science, Vol. 28 No. 6, pp. 725-37.

Geyskens, 1., Steenkamp, J.-B.E.M., Scheer, L.K. and Kumar, N. (1996), “The effects
of trust and interdependence on relationship commitment: a trans-

Atlantic study”, International Journal of Research in Marketing , Vol.
13 No. 4, pp. 303-17.

Grabner-Kra™ uter, S. and Kalusha, E.A. (2003), “Empirical research in on-line trust:
a review and critical assessment”, International Journal of Human-
Computer Studies , Vol. 58 No. 6, pp. 783-812.

Graeff, T.R. and Hamon, S. (2002), “Collecting and using personal data: consumers’
awareness and concerns”, Journal of Consumer Marketing , Vol. 19
No. 4/5, pp. 302-18.

Gremler, D.D. and Brown, S.W. (1999), “The loyalty ripple effect: appreciating the
full value of customers”, International Journal of Service Industry
Management , Vol. 10 No. 3, pp. 271-91.

Gremler, D.D. and Brown, S.W. (1996), “Service loyalty: Its Nature, Importance, and
Implications” International Service Quality Association , St John’s
University, Jamaica, NY, USA.

Gronroos, C. (1994), 'From marketing mix to relationship marketing. Towards a
paradigm shift in marketing”, Management Decision , Vol. 32 No. 2,
pp.4-32.

Gronroos C. (2000), Service management and Marketing , Chichester, U.K Willy.

Gummerus, Johanna; Liljander, Veronica; Pura, Minna; van Riel, Allard, (2004),
‘Customer loyalty to content-based Web sites: the case of an online
health-care service’, Journal of Services Marketing, Volume 18 No.
3, pp. 175-186.

Hoffman, D.K. and Bateson, J.E.G., (1997), Essentials of service Marketing,

Harcourt Brace and Company, 6277 Sea Harbor Drive, Orlando,
Florida.

91



Jamal, Ahmad and Naser, Kamal, (2002), ‘Customer Satisfaction and Retail Banking:
an assessment of some of the key antecedents of customer satisfaction
in retail banking’, International Journal of Bank Marketing, Vol. 20
No. 4, pp.146-160.

Jayawardhena, C., and Foley, P., (2000), "Changes in the banking sector — the case of
Internet banking in the UK", Internet Research: Electronic Networking
Applications and Policy, Vol. 10 No. 1, pp. 13-30.

Johnston, R., (1997), ‘Identifying the critical determinant of service quality in retail
banking: importance and effect’, [International Journal of Bank
Marketing , Vol. 15 No. 4, pp. 111-116.

Jun, M. and Cai, S. (2001), "The key determinants of Internet banking service quality:
a content analysis’, International Journal of Bank Marketing , Vol. 19
No. 7, pp. 276-291.

Kahn, B.M., Kalwani, M.U. and Morrison, D.G. (1988), ‘Niching versus change of-
pace brands: using purchase frequencies and penetration rates to infer

brand positioning”,  Journal of Marketing Research , Vol. 25 No. 4,
pp- 384-90.

Kaynama, S.A. and Black, C.I., (2000), “A proposal to assess the service quality of
online travel agencies, an exploratory study’, Journal of Professional
services Marketing, Vol. 21, No. 1, pp. 63-88.

Kenny, T. (1994), “from vision to reality through values’, Management Development
Review , Vol. 7 No. 3, pp. 17-20.

Khalifa, M. and Liu, V. (2003), ‘Determinant of satisfaction at different adoption
stages of Internet-based services’, Journal of the association for
Information System , Vol. 4 No. 5, pp. 206-232/October.

Kim, K. and Prabhakar, B. (2000), “Initial trust, perceived risk, and the adoption of
Internet banking”, Proceedings of the International Conference on

Information Systems, Association for Information Systems, Brisbane.

Kotler P, 2000, Marketing Management , International Edition, prentice hall,
Englewood cliffs, NJ

92



Lassar, W., Manolls, C., and Winsor, R.D., (2000), “Service quality perspectives and
satisfaction in private banking’, International Journal of Bank
Marketing, Vol. 14 No. 3, pp. 244-271.

Lee, M.K.O. and Turban, E. (2001), “A trust model for consumer Internet shopping”,
International Journal of Electronic Commerce , Vol. 6 No. 1, pp. 75-
91.

Lewicki, R.J., McAllister, D.J. and Bies, R.J. (1998), “Trust and distrust: new
relationships and realities”, Academy of Management Journal , Vol.
23 No. 3, pp. 438-58.

Liljander, V. and Stradvik, T. (1995), "The nature of customer relationship in service
in International”, Journal of Bank Marketing, pp. 276-286.

Lin, Chia Chi, (2003), “A critical appraisal of customer satisfaction and e-
commerce”, Managerial Auditing Journal, Vol. 18 No. 3, pp.
202-212.

Liu, C. and Arnett, K.P., (2000), ‘Exploring the factors associated with web site
success in the context of electronic commerce’, Information and
Management, Vol. 38 No. 1, pp.23-34.

Lociacono, E. and Watson, R.T., and Goodhue, D., (2000), "WebQual Tm: A Web
site Quality Instrument’, Working Paper, Worcester Polytechnic
Institute.

Madu, C.N and Madhu, A.A., (2002), ‘Dimentions of e-quality’, International Journal
of Quality and Reliability Management, Vol. 19 No. 3, pp. 246-58.

Maslow, A.H. (1943), “A theory of human motivation’, Psychological Review , Vol.
1, pp.370-96.

McAllister, D.J. (1995), “Affect- and cognition-based trust as foundations for
interpersonal cooperation in organizations”, Academy of Management
Journal , Vol. 38 No. 1, pp. 24-59.

McGoldrick, P.J. and Andre, E. (1997), “Consumer misbehaviour: promiscuity or

loyalty in grocery shopping”, Journal of Retailing and Consumer
Services , Vol. 4 No. 2, pp. 73-81.

93



McKinney, V., Yoon, K., Zahedi, F.M., (2002), "The measurement of Web-Customer
Satisfaction: An expectation and Disconfirmation Approach’,
Information System Research , Vol. 13 No. 3, September, pp. 296-315.
Mefford, R.N. (1993), Tmproving service quality: learning from manufacturing’,

International Journal of Production Economics , Vol. 30 No. pp. 399-
413.

Milne, G.R. and Rohm, A.J. (2000), “Consumer privacy and name removal across
direct marketing channels: exploring opt-in and opt-out alternatives”,
Journal of Public Policy and Marketing , Vol. 19 No. 2, pp. 238-49.

Mols, N.P. (1999), The Internet and the banks’ strategic distribution channel
decisions’, International Journal of Bank marketing , Volume 17 No.
6, pp. 295-300.

Moorman, C., Zaltman, G. and Deshpande, R. (1992), “The relationship between
providers and users of market research: the dynamics of trust within

and between organizations”, Journal of Marketing Research , Vol.
29 No. 3, pp. 314-28.

Oliver, R.L. (1980), “A cognitive model of the antecedents and consequences of
satisfaction decisions’, Journal of Marketing Research , No. XVII,
November, pp. 460-9.

Oliver, R.L. (1997), Satisfaction: A Behavioral Perspective on the Customer ,
Irwin/McGraw Hill, New York, NY.

O’Malley, Lisa. (1998),” Can loyalty schemes really build loyalty?”, Marketing
Intelligence and Planning , 16/1, pp.47-55.

Parker, C. and Mathews, B.P. (2001), ‘Customer Satisfaction: contrasting academic
and consumer’ interpretations’, Marketing Intelligence and Planning ,
Vol. 19 No. 1, pp. 38-44.

Parasuraman, A. and Grewal, D. (2000), "The Impact of Technology on the Quality-
Value-Loyalty Chain, A research Agenda“, Journal of the Academy of
Marketing Science , Vol. 28 No. 1, pp. 168-174.

Parasuraman, A., Berry, L.L., and Zeithaml, V.A. (1991), "Refinement and

Reassessment of the SERVQUAL Scale’, Journal of Retailing , Vol.
67 No. 4, pp. 420-50.

94



Parasuraman, A., Zeithaml, V.A., and Berry, L.L., (1988), 'SERVQUAL: A
Multiple-Item Scale for Measuring Consumer Perceptions of Service
Quality”, Journal of Retailing , Vol. 64 No. 1, spring.

Parasuraman, A., Zeithaml, V.A., and Berry, L.L., (1985), “A conceptual model of
service quality and its implications for future research’, Journal of
Marketing , Vol. 49, fall.

Pavlou, P.A. (2003), “Consumer acceptance of electronic commerce — integrating
trust and risk with the technology acceptance model”, International
Journal of Electronic Commerce , Vol. 7 No. 3, pp. 101-34.

Peterson, R.A., Balasubramanium, S. and Bronnenberg, B.J. (1997), "Exploring the
Implications of the Internet for Consumer Marketing’, Journal of the
Academy of Marketing Science , Vol. 25 No. 4, pp. 329-346.

Reibstein, D.J. (2002), “What attracts customers to online stores, and what keeps
them coming back?”, Journal of the Academy of Marketing Science ,
Vol. 30 No. 4, pp. 465-73.

Reichheld, F.F. and Sasser, W.E. (1990), “Zero defects: quality comes to service”,
Harvard Business Review , September/October, pp. 105-11.

Reichheld, F.F., Markey, R.G. Jr and Hopton, C. (2000), “E-customer loyalty —
applying the traditional rules of business for online success”,
European Business Journal , Vol. 12 No. 4, pp. 173-9.

Reichheld, F.F. (1994), “ Loyalty and the renaissance of marketing ~°, Marketing
Management, Vol. 2 No. 4, pp. 10-21.

Reichheld, F.F. and Schefter, P. (2000), “E-loyalty: your secret weapon on the web”,
Harvard Business Review, Vol. 78 No. 4, pp. 105-13.

Reinartz, W.J. and Kumar, V. (2002), “The mismanagement of customer loyalty”,
Harvard Business Review, Vol. 80 No. 7, pp. 86-94.

Ribbink, Dina; van Riel, Allard C.R.; Liljander, Veronica; Streukens, Sandra, (2004),
‘Comfort your online customer: quality, trust and loyalty on the

internet”, Managing Service Quality ; Volume 14 No. 6.

Rust, R.T. and Kannan, P.K. (2002), “The era of e-service”, in Kannan, P.K. (Ed.), e-

95



Service. New Directions in Theory and Practice, M.E. Sharpe, New
York, NY.

Selnes, F. (1998), “Antecedents and consequences of trust and satisfaction in buyer-
seller relationships”, European Journal of Marketing , Vol. 32 No.
3/4, pp. 305-22.

Sing, M., (2002), "E-services and their role in B2C e-commerce’, Managing Service
Quality , Vol. 12 No. 6, pp. 434-446. Skyrme David J, (2001),
Capitalizing on knowledge from E-commerce to K-business,
Butterworth Heinemann, oxford

Slu, N.Y.M. and Mou, J.C.W. (2003), “A study of service quality in Internet
banking”, BRC Working Papers May 2003, Hong Kong Baptist
University.

Solomon, M.R. (1999), Consumer Behavior ,4 ed., Prentice Hall, Englewood Cliffs,
NJ.

Uncle, M.D., Dowling, G.R., and Hammond, K., (2003), "Customer Loyalty and
Customer Loyalty Programs’, Journal of Consumer Marketing ,
Volume 20 Issue 4, pp. 294-316.

Uncle, M. (1994), “Do you or your customers need a loyalty programme?”’, Journal
of Targeting Measurement and Analysis for Marketing, Vol. 2 No. 4,
pp- 335-50.

Van Riel, A.C.R., Liljander, V. and Jurriens, P. (2001), “Exploring consumer
evaluations of e-services: a portal site”, International Journal of
Service Industry Management, Vol. 12 No. 4, pp. 359-377.

Wang, M. and Huarng, S.A. (2002), “An Empirical Study of Internet Store Customer
Post Shopping Satisfaction”, Special Issues of Information Systems ,

3, 632-638.

Wikstrom, S. (1996a), “The customer as co-producer”’, European Journal of
Marketing , Vol. 30 No. 4, pp. 6-19.

Wikstrom, S. (1996b), “Value creation by company-consumer interaction”,
Journal of Marketing Management, Vol. 12 No. 5, pp. 359-74.

96



Woodruff, R.B. (1997), "Customer value: the next source for competitive advantage”,
Journal of Academy of Marketing Science , Vol. 25 No. 2, Spring, pp.
139-53.

Wolfinbarger, M. and Gilly, M.C. (2001), “EtailQ: dimensionalizing, measuring and
predicting etail quality”, Journal of Retailing , Vol. 79 No. 3, pp. 183-
98.

Yang, Z. and Fang, X. (2004), ‘Online service quality dimensions and their
relationships with satisfaction: A content analysis of customer reviews
of securities brokerage services’, International Journal of Service
Industry Management , Vol. 15 No. 3, pp. 302-326.

Yang, Z., Peterson, R.T. and Huang, L. (2001), “Taking the Pulse of Internet
Pharmacies’, Marketing Health Services , summer, 5-10.

Yi, Y., (1990), “A critical review of consumer satisfaction”, Review of Marketing
1990, American Marketing Association, Chicago, IL.

Yi, Y., and Jeon, H., (2003), “Effects of Loyalty Programs on Value Perceptions,
Program Loyalty, and Brand Loyalty’, Journal of the Academy of
Marketing Science , Vol. 31 No. 3, pp. 229-241.

Zeithaml, V.A. and Bitner, M.J. (2000), Services Marketing: Integrating Customer
Focus across the Firm, 2nd ed., McGraw-Hill, New York, NY.
Zeithaml, V.A., Parasuraman, A. and Malhotra, A. (2002), “Service quality delivery

through web sites: a critical review of extant knowledge >, Journal of
the Academy of Marketing Science , Vol. 30 No. 4, pp. 362-75.

97





