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ABSTRACT

Recent development in online technologies and devices, as well as the diversity
of internet usage in daily life, has made internet banking as a necessity in our daily
life. Online transaction has become a common practice in our society, especially in
Malaysia. It is essential for financial institution, especially banks, to recognize
determinants that influence user intention in using internet banking in order to provide
suitable internet banking system. The objective of this study is to understand the
determinants that influence user intention in using internet banking and proposed a
conceptual model that illustrate the relationship among the determinants. Technology
Acceptance Model theory was used as theoretical foundation to examine the
determinants which comprise perceive ease of use, perceive usefulness, trust, and
determinants of trust including familiarity with bank, structural assurance, situational
normality, and calculative-based trust. This study was applying quantitative
methodology by collecting 274 data from postgraduate students at UTM Kuala
Lumpur. Furthermore, data analysis techniques of Correlation and Multiple Linear
Regression Analysis were utilized to test the hypotheses of this study. The result of
this study reflected that familiarity with bank, structural assurance, calculative-based
trust and perceive ease of use have influence towards trust, which furthermore affect
user perceive usefulness and intention in using internet banking. Finally, providing the
determinants of internet banking usage helps financial institution to develop and

implement more efficient system.



ABSTRAK

Pembangunan yang pesat dalam teknologi terutamanya perniagaan di atas talian
telah mewujudkan pelbagai penggunaan internet dan menjadikannya sebagai satu
keperluan di masa kini. Tambahan pula, urus niaga dalam talian telah menjadi satu
amalan kepada masyarakat di Malaysia. Proses ini penting kepada institusi kewangan
terutamanya bank untuk mengenal pasti faktor yang akan mempengaruhi pengguna
semasa menggunakan internet perbankan untuk memudahkan pihak institusi
kewangan menyediakan sistem perbankan internet yang memenuhi kehendak
pengguna. Objektif kajian ini adalah untuk mengenal pasti faktor yang mendorong
pengguna dalam menggunakan perbankan internet dan mencadangkan satu model bagi
menghubungkait pengguna serta faktor yang mempengaruhi. Teori Teknologi
Penerimaan Model telah digunakan sebagai teori asas bagi mengenal pasti faktor yang
mempengaruhi; terdiri daripada kemudahan pengguna, kepelbagaian kepenggunaan,
amanah, dan faktor penentu amanah; termasuk kebiasaan pengguna dengan bank,
jaminan keselamatan struktur, kefahaman pengguna, dan kepercayaan berasaskan
pengiraan. Kajian ini menggunakan kaedah kuantitatif dengan mengumpul data
daripada 274 pelajar pasca-siswazah di UTM Kuala Lumpur. Teknik analisis data
Korelasi dan Regresi Linear Berganda telah digunakan untuk menguji hipotesis kajian.
Hasil kajian menunjukkan bahawa kebiasaan pengguna dengan bank, jaminan
keselamatan struktur, amanah yang berasakan pertimbangan dan faktor penentu
amanah, yang memberi kesan kepada pengguna semasa melihat kegunaan dan niat
semasa menggunakan perbankan internet. Akhir sekali, dengan menyediakan factor-
faktor yang boleh membantu penguna semasa menggunakan perbankan internet akan
membantu pihak institusi kewangan dalam membangunkan dan melaksanakan sistem

yang lebih cekap di masa hadapan.
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CHAPTER 1

INTRODUCTION

1.1. Overview

Recent development in online technologies and devices, as well as the diversity
of internet usage in daily life, has made internet banking as a necessity in our daily
life. Online transaction has become a common practice in our society, especially in
Malaysia. According to data from Internet World Stats, in 2012 the percentage of
internet user in Malaysia has reach 17,723,000 internet users which is 60.7% of total
population in Malaysia ("Internet Usage in Asia,” 2012). In its annual financial report,
Bank Negara Malaysia reported that in 2012 the transaction volume through internet
banking channel in Malaysia has reached RM226.5 million (BNM, 2013).

Recently, many sectors and industries started adopting e-commerce strategy
into their line of business to satisfy their customer’s needs. One of those many sectors
that largely affected by the expansion of this practice is banking industry. The online
implementation on basic’s operations such as account checking, bill payment, transfer
funds, digital cheque and loan management has opened a new diversion for bank
transaction in which customer no longer need to go to the bank to do the transaction.
For properly implement internet banking, basic knowledge of computer and internet is
required to ensure customer’s readiness. More importantly, bank’s willingness to
adopt these changes into their business strategy towards the new opportunities offered
by internet banking.



The use of online technology opens remarkable potential to the banking
industry. Internet banking has moved real banking behavior closer to neoclassical
economic theories of marketing function where people will compare the service of
various banks easily and able to change their banking partner much more easily than
in in the physical or real bank-client relationship (Nitsure, 2003). Using internet
technology banks are able to retain existing banking user by providing a convenient
banking system that allow customer to have easier access into their bank accounts
anytime anywhere. At the same time, banks also have the opportunity to attract internet

users as their new banking customer with their services (Gu, Lee, & Suh, 2009).

1.2. Background of the Problem

As been stated previously, online transaction has becoming more popular
nowadays in Malaysia than it is few years ago. However, the degree of user acceptance
of internet banking does not show the same level of maturity. According to comScore
("Online Banking on the Rise in Southeast Asia," 2011), in 2011 the number of
visitation to internet banking in Malaysia reached 2.7 million which is only 15.4% of
internet users in Malaysia within 2011. Several previous studies reported that banking
customers still hesitant to use internet as the medium for financial transaction mainly
because of risk-concern, since the transaction would likely involve sensitive data
exchange, and trust-related issues (M. K. Lee & Turban, 2001; Yousafzai, Pallister, &
Foxall, 2003).

Previous researches suggest that user’s intention on using or adopting an online
system is highly influenced by the performance expectancy and effort expectancy
towards the system (Alsajjan & Dennis, 2010; Davis, 1989; Venkatesh & Davis, 2000).
While others argue that trust also has a significant influence towards user’s perception
in using online system (Alsajjan & Dennis, 2010) and the lack of trust might prevent
user to engaged in online transaction which involves sensitive personal information

exchange (Alsajjan & Dennis, 2010; Friedman, Khan Jr, & Howe, 2000; Grewal, lyer,



& Levy, 2004; Liu, Marchewka, Lu, & Yu, 2004). This research will explore the

determinants that influence user behavior intention in using internet banking services.

1.3. Problem Statement

Even though the number of internet banking users is reported to have increased
since 2010 ("Online Banking on the Rise in Southeast Asia,” 2011), many people still
have concern about the use of internet banking services. According to initial interview
with postgraduate students at UTM Kuala Lumpur campus, there is still some concerns
regarding user trust toward internet banking. Some respondents still hesitate to use
internet-banking services due to bad experience related to structural assurance of
internet banking system. Moreover, some of them answered that they used the service
due to third party request. The result from this initial study shows that the respondents
was using the service because of third party suggestion instead of their own
preferences. Therefore, it is important to identify the determinants that influence user
intention in using internet banking. Furthermore, this study will examine the influence

of trust and its determinants toward user intention in using internet banking.

1.4. Research Questions

1. What is the influence of trust and its determinants toward user intention of
internet banking usage among postgraduate students at UTM Kuala Lumpur
campus?

2. What model can be used to represent the relationship between trust and its
determinants toward user intention to use internet banking among
postgraduate students at UTM Kuala Lumpur campus?

3. How to validate the model proposed to represent the relationship between
trust and its determinants toward user intention to use internet banking

among postgraduate students at UTM Kuala Lumpur campus?



1.5.

1.6.

H1:

H2:
H3:

H4:

H5:

H6:

H7:

H8:

H9:

H10:

Research Objectives

1. To identify the influence of trust and its determinants toward user intention
of internet banking usage among postgraduate students at UTM Kuala
Lumpur campus.

2. To propose model that can be used to represent the relationship between
trust and its determinants toward user intention to use internet banking
among postgraduate students at UTM Kuala Lumpur campus.

3. To validate the model proposed to represent the relationship between trust
and its determinants toward user intention to use internet banking among

postgraduate students at UTM Kuala Lumpur campus.

Research Hypothesis

The following are the hypothesis listed for this research:
Familiarity with bank will positively affect perceive ease of use of internet
banking.
Familiarity with bank will positively affect trust.
Situational normality will positively affect perceive ease of use of internet
banking.
Situational normality will positively affect trust of internet banking.
Structural assurance will positively affect trust of internet banking.
Calculative-based trust will positively affect trust of internet banking.
Trust of internet banking service will positively affect behaviour intention of
internet banking.
Trust of internet banking service will positively affect the perceive usefulness of
internet banking.
Perceive ease of use will positively affect trust of internet banking service.
Perceive ease of use will positively affect behaviour intention of internet

banking.



H11: Perceive ease of use will positively affect perceive usefulness of internet
banking.
H12: Perceive usefulness will positively affect behaviour intention of internet

banking.

1.7. Research Significance

The significance of this study is to explore and investigate the factors that
influence user’s intention to use internet banking among postgraduate students at UTM
Kuala Lumpur campus. Firstly, this study could help to understand which factors that
influence the use of e-banking service among postgraduate students at UTM Kuala
Lumpur campus. Secondly, from this study we can observe whether trust has a
significant influence towards user’s acceptance of e-banking among postgraduate
students at UTM Kuala Lumpur campus. Furthermore, the outcome of this study also
can be useful for banks or financial institutions in considering a better online solution

for their institution.

1.8. Research Scope

This scope of this study are postgraduate students at Universiti Teknologi
Malaysia Kuala Lumpur campus. Respondents were randomly selected from different
postgraduate schools at UTM Kuala Lumpur campus, including, but not limited to,
Advanced Informatics School (UTM AIS), International Business School (UTM IBS),
UTM Razak School, and Malaysia-Japan International Institute of Technology (UTM
MJIT).



1.9. Summary

This research aims to study about the determinants that influence user intention
of internet banking usage among postgraduate students at UTM Kuala Lumpur
campus, which according to several reports has been increased recently. This research
try to identify the determinants that influence user intention to use internet banking,
propose a model that represent the relationship between determinants and user
intention in using internet banking and validate the model. For this purpose, a
quantitative study was conducted by distributing questionnaires among postgraduate
students at UTM Kuala Lumpur campus.
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