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Abstract: The aim of this study
Is to examine the critical
success factors for the adoption
of electronic banking in the
context of Malaysia.
Dimensions such as trust, costs,
security and privacy were
examined. Results from a
survey involving 268
respondents in Malaysia show
user trust and privacy concerns
have the highest effect towards
electronic banking adoption in
Malaysia. The findings of this
study would help the banking
sector to better understand their
online banking market
segment, their perception and
behaviors in relation to using
online banking services.

1. Introduction

In the past ten years, the major
lifestyle trend that has emerged
is the widespread use of e-
commerce applications in
businesses [22]. As a result of
e- commerce  acceptance
among the general internet
users, e-banking adoption is
expected to grow due to the
accessibility of bank services
online as well as the
promotional efforts of banks to
retain loyal customers [19].
Internet banking or electronic
banking (e- banking) is simply
customers doing their banking
transactions over the internet
using intelligent electronic

Tom tat: Muc dich cua nghién
cltru nay la danh gid cac nhan
t6 chinh thic ddy sy chap
nhan dich vy ngan hang dién
tr trong bdi canh cua
Malaysia. Chung ta s€ xét cac
khia canh nhu niém tin, chi
phi, tinh bao mat va su riéng
tw. Cudc khio sat duoc tién
hanh trén 268 nguoi o
Malaysia cho thay niém tin
ctia ngudi ding va cac van dé
lién quan dén sy riéng tu c6
tac dong manh nhat dén viéc
chap nhan dich vu ngan hang
dién tr & Malaysia. Phat hién
cuia nghién cuau nay giup
nganh ngan hang hiéu tét hon
vé phan doan thi truong ngan
hang truc tuyén; nhan thic va
hanh vi cua ho dbi véi viéc st
dung céac dich vu ngan hang
truc tuyén.
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devices such as personal
laptops or smartphones [8, 31].
Globally, the banking industry
IS highly competitive with
regards to e-banking,
stimulating banks to rethink
their commitment to
information technology
towards gaining competitive
advantages [19, 25].

Decreasing bank operational
costs, increasing efficiency
[22], customers’ loyalty and
their shares, improving services
and providing value added for
their clients are the main
advantages of e-banking [28].
Besides, the cost savings
achieved by banks that offer
electronic banking services has
enabled them to offer lower or
no service fees at all for e-
banking services; as well as in
some cases offer higher interest
rates [15]. For many customers,
factors such as higher level of
flexibility and convenience of
service delivery are also
Important and expected from
banks [19, 29]. Nevertheless,
some researchers also found
that bank reputation and
individual expectations are the
reasons that customers switch
to online banking [16, 30].

On the other hand, previous




researchers  have  studied
factors influencing adoption of
online banking in different
regions and found that the e-
banking adoption rates are
significantly  different.  For
example in Finland, online
banking adoption is about 70-
80 percent of internet users, in
Germany is 40 percent, and in
Romania is only 10 percent
[30]. These differences shows
that determinants of e-banking
studies deserves more rigorous
study as e-banking features are
unique and vastly different
compared to traditional
banking [30]. In Malaysia,
although the internet
penetration rate is higher than
most neighboring countries, the
adoption of e-banking is still
low due to a myriad of related
factors such as security, service
quality, e-banking features,
trust and marketing [21].
Therefore, assessing the factors
that influence the adoption of
e-banking in Malaysia is vital
because the result will be
beneficial for banks to

understand customer’s
preferences, increase their
loyalty and strategize

accordingly to create the
demand for e-banking [25, 32].

As studies on e-banking in
Malaysia are limited [25, 32],




this study examines the crucial
factors that influence the
adoption of e-banking such as
trust, cost, security and privacy
in Malaysian context. Nelson
and Queenie [21] also indicated
that prior studies on e- banking
remain inconclusive and even
in Malaysia, more evidence is
necessary to confirm the key
determinants of e-banking
adoption.  Therefore,  the
findings of this study aims to
provide a greater understanding
on the crucial factors and
contribute to the current body
of literature on e-banking.

2. Literature Review

For most customers, e-banking
Is certainly attractive to many
due to lower costs and
convenience; users are able to
access banking services at
virtually any time and any
place [8, 30]. However, bank
charges and internet connection
expenses are known to be
among the obstacles for online
banking. To circumvent this
problem, several banks
encourage customers to use e-
banking services by offering
lower fees or better rates on
deposits and loans [20].
According to a local study [32],
the cost factor associated with




use of internet and service
charges is found to be
significantly associated with e-
banking adoption.

The study reported that most of
the users were aware of the fee
charges  and found it
acceptable. Most of the
customers profess that they will
continue to use e-banking as
the overall cost is negligible.
On the contrary, another study
[25] reported that cost of
internet and computers does
not significantly influence e-
banking adoption.

The internet as a medium of
communication for banking
transactions presents a unique
environment that differs from
traditional face-to-face
communication where there
exists a greater level of
uncertainty and impersonal
relationship ~ between  the
relevant parties [32]. This
points out to the importance of
trust towards every aspect of
online interactions including e-
banking. Therefore,
trustworthiness is generally
viewed as an important
construct as it has a high
impact towards customer’s risk
perceptions and attitude
towards  internet  banking
services [30, 34]. Customers
have fears relating to bank
privacy policies which have
arresting influence on their
willingness to engage in




internet exchanges of money
and personal information [3].
In addition, customer trust
reflects the confidence of
customers towards the bank
competencies  to  provide
reliable and secure e-banking
transactions [6]. Trust issue in
online services can also be
viewed in several different
aspects; for example,
customers lack trust about the
other party such as the vendor,
internet or bank itself when
they experience any situations
that pertain to violation or
erroneous exchanges of
information online. Therefore,
trust is defined as a
multidimensional construct that
is related to the individual,
cultures and contexts [10, 30].
According to Joaquin et al [14],
perceived risk is one of the
factors of e-adoption of e-
banking that can be viewed
through several dimensions
such as security risk and
privacy risk [18]. Security risk
Is generally associated with
loss of personal data or money
and errors in transactions
whereas  privacy risk is
associated with violations of
customer’ privacy such as
disseminating customer
information to other parties
without  their  knowledge
[18,32]. Generally, e-banking
studies are supportive of
security and privacy as critical
factors that influence users’
intention to adopt e-banking
[9,32]. When business




customers perceive e- banking
transactions are not secure
enough, they will not be
willing to adopt e-banking [2,
5].

Therefore, one vital
requirement of  e-banking
technology is incorporation of
sufficient level of security and
privacy features to encourage
the adoption of e-banking [32].
However, laws relating to
security and privacy issues
remain ambiguous to many
users.  This  affects the
trustworthiness of e-banking
from users’ point of view. For
example, in the case of a study
in  America, possibility of
personal data transfer, loss of
money in cash or credit,
insecure  transactions  and
hackers’ threats are the main
reasons for internet distrust
among Americans [14,18].
Therefore, addressing  the
security concerns of e-banking
that include privacy of personal
information to  fears of
financial loss is a primary
responsibility of banks [8].

To mitigate the security and
privacy concerns of their

customers, banks are
compelled to incorporate new
technologies such as

encryption and verification in




the security features of e-
banking sites [3]. E- banking
professionals should consider
moderating these concerns by
improving authentication
processes, protecting password,
supplying adequate information
about site security, giving
absolute  loss  guarantees,
providing accessible customer
service and educating
customers on the features of e-
banking [11, 28]. When
customers  perceived  the
security of the web site and
ease of use as high, their
satisfaction will increase. In
effect, this will increase their
loyalty towards the bank and
likelihood of positive word of
mouth in the context of e-
banking services [3, 17]. Since
clients’ perception about e-
banking security is influenced
by publicity of the banks,
banks need to design a plan to
notify and update their
customers about the rules,
regulation and security level
that is implemented [13].

3. Research  Model and
Hypotheses

The objective of this study is to
examine the factors that
influence the adoption of
online banking in Malaysia.
Specifically the study seeks to:

. Study the relationship
between customers’ trust and
the adoption of e- Banking.




According to [6, 12, 25, 27]
trust is a critical factor in
internet  banking in  the
financial services sector and is
a key influence in persuading
customers to use internet
banking. Trust on security and
online banking will influence
the adoption of e-banking [4,
34]. Besides, trust is especially
important in online transactions
[7]. Therefore, this study
proposes the following:

HI: There’s a significant
relationship between users’
trust perception and the
adoption of e- Banking.

. Study the relationship
between costs and the adoption
of e- Banking.

E-banking offers a competitive
advantage to banks as it allows
banks to reduce administrative
and operating costs and
leverage on these benefits by
offering e-banking services for
free or at a minimal fee [32]. In
this study, it is predicted that
that costs will have significant
Impact on adoption of e-
banking [32]. Therefore, this
study proposes the following:

H2: Charges/ Cost have

significant effect on users’
adoption of e-Banking.

. Find the relationship
between privacy concern and




adoption of online banking.

Customers often have fears
regarding how their online
information is being distributed
or used by banks which reflect
their privacy concerns.
Therefore, privacy is viewed as
an essential factor towards
adoption of e-banking [32].
This study proposes the
following:

H3: Privacy has significant
effect on users’ adoption of e-
banking.

. Study the relationship
between security and the
adoption of e-banking.

The most important challenge
that banks are facing is how
they can  best address
customers’ security and
privacy concerns. Fears of
revealing personal information
and insecurity have negative
effect on adoption of e-banking
[14]. Several studies have
identified security to have an
impact on customer’s decision
to adopt e-banking [9,32].
Therefore, this study proposes
the following:

H4: Security has significant
effect on users’ adoption of e-
banking.

4. Methodology

In this study, one dependent
variable and four independent
variables are tested. Dependent




variable is Adoption of Online
Banking, and independent
variables are Trust, Cost,
Security and Privacy.

4.1. Research Instrument

In this research, data sources
are from primary data and
secondary data. Secondary data
Is obtained from related
Journals, international
conferences and online articles.
For primary data, a
questionnaire was designed for
data collection which
comprises to two sections:
Section A  contains the
demographic information of
respondents, which consists of
gender and income level.
Section B  measures the
independent and dependent
variables which include Trust,
Cost, Security, Privacy and the
adoption of online banking. In
this section, each variable was
measured by Likert Scale from
Strongly Disagree to Strongly
Agree.

4.2. Sampling

Survey  questionnaire  was
distributed randomly to bank
customers; commonly found
nearby bank locations in Kuala
Lumpur, Petaling Jay a,
Cyberjaya and Melaka. We
tried to control for gender to
gather equal respondents from
both genders. Upon removing
incomplete questionnaires, data
from 268 respondents were
finalized for analysis.




4.3. Data Analysis

Statistical Package for Social
Science  (SPSS)  software
version 17 was used to perform
various statistical analyses and
hypotheses testing.

5. Results and Discussion
Two hundred and sixty eight
(268) samples were used for
data analysis and hypotheses
testing. From 268 samples, 134
are male respondents (50%)
and 134 female respondents
(50%). The study found 44.8%)
of male respondents are active
internet banking users; slightly
higher than female 42.2%o0.
Percentage of non-users is
higher among female bank
users (7.8%>) compared to
male  which is  5.2%o.
However, there were no
statistically significant
differences between the male
and female in the adoption of
online banking [23].

Table 1. Gender of
Respondents (By Usage).

Out of 268 respondents, 10.1%
(n=27) had less than RM1000
per month, 14.2%o0 (n=38) had
RM1000- 2000 per month,
17.5% (n=47) had RM 2000-
3000 salary per month, 9.3%>
(n=25) RM 3000-4000 salary
per month, 9.1% (n=26) RM
4000-5000 RM per month,
Another 26 persons {9.1%) has
more than RM 5000 salary per
month. The  majority of
respondents do not have an
income per month, 29.1%




(n=78).

However, the obtained results
of a previously reported study
showed that the majority of the
respondents are with monthly
salary less than RM3000 in
Malaysia [31].

Among all variables, security
ranked the highest mean (4.21),
adoption ranked second (4.02),
followed by privacy (3.87),
trust (3.64), and lowest mean is
ranked by fees and charges
(3.52). All Means are higher
than 3.5 and normally
distributed based on normality
test in Table 3.

Reliability analysis was carried
out to test for internal
consistency of the research
variables. Result shows all
variables have high reliability
(Refer to Table 4); obtained
alpha score of more than 0.7
[23, 28]. For Security the
Alpha value is 0.744; for
Privacy is 0.853; for Trust
Cronbach’s Alpha 0.865, while
Alpha value for Costs and
Charges is 0.831. Finally for
adoption of online banking,
Cronbach Alpha value is 0.934.

Table 5 shows Pearson
correlation analysis conducted
for research hypothesis testing.
Trust has  the  highest
association on user’s adoption
of online banking (Correlation
Coefficient of 0.613)




indicates  high  correlation;
followed by Privacy
(Correlation Coefficient 0.526)
[9] indicating moderate
correlation level; Costs and
Charges (Correlation
Coefficient 0.505) has
moderate correlation level, and
finally Security (Correlation
Coefficient 0.449) has
moderate correlation level.
Table 5 Pearson Correlation of
Research Variables with users’
Adoption of Online Banking

Finding of this study is
consistent with findings by
other works in the similar area
of research [5, 13,25,32,33].

Further, Multiple Linear
Regression (MLR) analysis
was carried out to test the
simultaneous contribution and
predictive effect of the research
independent variables to the
adoption of online banking.
Table 6 shows the result of
MLR test.

Table 6 Result of Multiple
Linear Regression Test.

* Standardized Coefficient
Dependent Variable: Adoption

The adjusted R Square from
the result of MLR reveal 0.472,
which indicates that
approximately 47% of the
variation in online banking
adoption can be explained by
the variables analyzed in this
research. ANOVA result also
shows a model fit with F




statistics value of 58.660 and p-
value < 0.001. All the tested
variables are  significantly
predicting the user adoption of
online  banking at 5%
significance level (Table 6),
except Privacy. However, the
variable is marginally above
the 5% and significant at 10%>
significance level.

The findings of these analyses
(Table 5 and 6) allow this study
to substantiate all the research
hypotheses  forwarded  for
testing in this research (Hlto
H4).

6. Recommendation  and
Conclusion

This study prioritized crucial
factors for the adoption of
electronic banking in a fast
developing country; Malaysia.
The findings of this research
show that trust, security,
privacy, and costs have
significant relationship  with
customers’ adoption of online
banking in Malaysia [9,20,32].
Higher trust can increase the
number of internet banking
users and subsequently
adoption of e-banking [6,10,28,
30]. As trustworthiness
assumes  high  significance
towards user’s willingness to
adopt e-banking [25,34,30] in
this  study, banks can
concentrate on factors that are
found to influence customer’s
trust such as improving their
security and privacy policies
and creating more reliable web




sites [24].

In addition, the findings
discussed in this study are
useful for banks to improve
their security and privacy
functions in e-banking that will
safeguard customers’ personal
information and prevent fake
web sites at the lowest costs for
customers, while increasing
clients’ trust to achieving
greater profitability in the long
term [14, 17, 18, 34]. However,
even though security and
privacy features such as
firewalls, authentication,
encryption and etc are the norm
of e-banking sites; most
customers do not have the
ability to fully comprehend the
functions that are already
implemented. Therefore, banks
have the responsibility to
equipped customers with this
knowledge  through  more
awareness  messages  and
training approaches [14, 30].
Respondents also indicated that
the current e- banking fees and
charges are reasonable. This
finding concurs with the
finding of a local study [32].

Some limitations of this study
include low regional diversity
among the respondents
participated in this survey. The
study concentrated solely on




respondents from regions in
Malaysia comprising of Kuala
Lumpur, Petaling Jaya, Melaka
and Cyberjaya. Future studies
could focus on collecting a
larger number of responses
from a wider region, as well as
compare results of rural and
urban society.
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