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Abstract 

The purpose of this study is to examine the factors that influence the adoption of online banking in Malaysia, 

particularly trust, customers’ experience, cost, and ease of use. Questionnaire was distributed to 120 online 

banking users in Kota Damansara, Selangor, Malaysia. Results showed that customer trust and experience have 

significant relationship towards adoption of online banking. Nonetheless, cost and ease of use was found to be 

insignificant in this study. The results provide important information for bank providers in designing a 

mass-oriented or user-friendly internet banking that would attract people to adopt online banking. 
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1. Introduction  

“Online banking” started in the 1980s, and continued to evolve in 1990s (Sarreal, 2016). According to Sarreal 

(2016), online banking has become the mainstream by 2000, where e-commerce is becoming popular. The online 

banking’s user-friendly system and convenience are the major selling point. Online banking allow customers to 

access their bank account for services such as funds transfer, bill payment, balance checking, bank eStatement, 

and so on. Besides that, with online banking, customers can access to the bank services 24/7. As stated by 

Munusamy, Annamalah, and Chelliah (2012), only bank institutions licensed under the Banking and Financial 

Institution Act 1989 (BAFIA) and the Islamic Banking Act 1983 are allowed to provide online banking services 

to their customers in Malaysia. 

Online banking is a trend nowadays due to technological movement and growth. However, some people 

remained skeptical and are not willing to use the online banking for transactions. In Malaysia, a lot of people are 

prudent to any changes and would respond negatively to newly introduced technology. As reported by Al-Agaga 

and Nor (2012), when online banking is introduced as new technology in the market, people still prefer to use 

conventional face-to-face counter services for transactions for the first few years. Despite all the advantages of 

online banking, there are people who still prefer to use the counter services due to various reasons. This further 

explained the busyness of bank counters during the bank operation hours. 

In Malaysia, there are a total of 14.6 million of Malaysian subscribed to internet banking, which captured about 

49.1% of the total population in Malaysia (Yeong, 2013). As figure showed, nearly half of the population are 

internet banking subscribers. Nonetheless, it does not mean all of these subscribers are actively using the online 

banking services.  

1.1 Objectives 

The objectives of this research are: 

RO1: To find the relationship between trust and adoption of online banking. 

RO2: To find the relationship between customer experience and adoption of online banking. 

RO3: To find the relationship between ease to use and adoption of online banking. 

RO4: To find the relationship between cost and adoption of online banking. 
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2. Literature Review  

2.1 Online Banking 

Online banking refers to the banking services via website provided by the bank (Yee & Faziharudean, 2010). It 

allows the bank customers to manage their account(s) with minimal inconvenience. It is fast and convenient, 

where customers can access and utilize the online banking services anywhere, anytime. Furthermore, 

Pikkarainen, Pikkarainen, Karjaluoto, and Pahnila (2004) reported that online banking is one of the cheapest 

channels for banking products. 

2.2 Trust 

According to Selvanathan (2015), trust has long been considered as dominant factor in buyer and seller 

interactions. In general, trust is defined as the relative feeling of secure in an unknown or risk situation. From the 

economic perspective, trust is seen as a way that can reduces the transaction cost (Chiou & Shen, 2012). It 

decreased customers’ perception of risk and enhances their likelihood to engage in an exchange, resulting in 

efficient transactions. As revealed by Dauda, Santhapparaj, Asirvatham, and Raman (2007), Malaysians’ tend to 

adopt online banking based on their banking needs, trust towards the bank, as well as their trust related to their 

prior internet experience. McKnight and Chervany (2002) further revealed the trust typology in e-commerce. 

They described that the trust of the consumers towards e-commerce or e-vendor came from one’s trusting belief 

(i.e., one’s perception or belief that it is beneficial for them related to their personality traits) and trusting 

intentions (i.e., one’s willingness to depend on others to do something on behalf such as paying through credit 

card online), which can be explained in the three trust concepts – interpersonal trust (e.g., trust the e-vendor), 

institutional trust (e.g., trust the website), and dispositional trust (e.g., trust other people). Due to the higher 

degree of uncertainty in the online environment, trust is emphasized even more (Chen & Barnes, 2007). Thus, 

trust is a key factor for bank to improve its services because it can be the key determinants for customers to use 

online banking services. 

2.3 Customers’ Experience 

Gentile, Spiller, and Noci (2007) defined customer’s experience as “a set of interactions between a customer and 

a product, a company, or part of its organization, which provoke a reaction” (p. 397). As online banking services 

are delivered through internet, Lee, Kwon and Schumann (2005) suggested that customers have to be familiar 

with the technologies, such as personal computer and web browser. This was supported by the study conducted 

by Laforet and Li (2005) who investigated the customers’ attitude towards the online banking services in China. 

They showed significant different between the online banking users and non-online banking users, in which 

online banking users tend to have experience with computer and new technology. In addition, Dauda et al. (2007) 

also found that internet experience and banking needs appeared to be the major factors that lead to Malaysians’ 

and Singaporeans’ adoption of online banking. They further described that the internet skill and experience can 

be a strong predictor of technology adoption across the culture, which findings is similar to the studies conducted 

by Saranathan (2008), as well as Karjaluoto, Mattila, and Pento (2002). As suggested by Thornton and White 

(2001), when people obtain knowledge, confidence, and together with the increase of computer usage, people 

may change and accept the online banking technology. 

2.4 Cost 

Cost is also one of the factors that will influence customers’ adoption of online banking service. Aliyu and 

Tasmin (2012) reported that customers would accept new technologies only if the price is reasonable. According 

to Campbell and Frei (2010), implementation of new technologies may lower cost of service which in turn lower 

the service fees. They found that low cost of interactions appears to have unintended consequence of increasing 

service consumption. This is also one of the major factors that lead to one’s online adoption behaviors, where 

Sohrabi, Yee, and Nathan (2013) also revealed that the customers usually adopt online banking as the cost 

involved is lower. Similar to the study carried out by Aliyu and Tasmin (2012) which showed the association 

between cost factor (linked with the use of internet and service charges) and adoption of online banking. They 

suggested that customers who adopt online banking are aware of the fee charges and found it acceptable. In brief, 

people may choose to support or against online banking system based on their perception of the cost. 

2.5 Ease of Use 

According to Malarvizhi (2011), ease of use is another influential factor for the practice of online banking. There 

is a positive relationship between ease of use and service delivery via online banking, where various services 

needed by the customers can be set up online by the bank. Sathye (1999) recognized that the technologies 

innovation “must be ease to use” in order for customer accept and adopt online banking. As stated by Musiime 
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and Biyaki (2010), the level of online banking adoption had direct impact on customers’ satisfaction level. In 

other words, customers would accept or continue to adopt online banking is the services are ease to use. A 

number of past research (e.g., Asdullah & Yazdifar, 2016; Khaitbaeva, Al-Subaiey, & Enyinda, 2014) have 

showed that “convenience” as the main factor that lead customers to adopt online banking service, where the 

customers can access to the bank services 24/7. Nonetheless, it is interesting to see Chung and Paynter’s (2002) 

findings on the reason of not using internet banking among the participants in their study, where the participants 

think that it is sufficient with the main banking facilities available such as ATM, EFTPOS (electronic funds 

transfers at point of sale), phone banking, and counter service. On the other hand, Prompattanapakdee (2009) 

found that the participants in his study are more likely to use online banking because it is easy to use as they are 

familiar with the technology. It further increases the likelihood to continue using internet banking when they 

think that it is easier than their expectation. Cooper (1997) further suggested that user-friendly website (such as 

webpage design with appropriate graphical user interface and navigational tools) is important in making 

customers feel more “ease to use”. Therefore, the webpage’s design, content, as well as user guidance, are said to 

have impact on the customers’ satisfaction and their likelihood to adopt online banking. 

3. Results  

3.1 Correlation Analysis 

Correlation analysis was run to test the relationship between the adoption of online banking and the four factors 

(i.e., trust, customers’ experience, cost, and ease of use). Table 1 shows the correlation analysis result for all the 

variables based on 120 respondents in Selangor, Malaysia. All variables were found to have significant positive 

relationships. The results showed positive and significant relationships between adoption of online banking and 

trust (r = .54, p < .01), customers’ experience (r = .56, p < .01), cost (r = .47, p < .01), and ease of use (r = .39, p 

< .01). 

Table 1. Correlation Analysis 

 1 2 3 4 5 

1. Online Banking − .542** .526** .472** .392** 
2. Trust .542** − .632** .596** .547** 
3. Customers’ Experience .562** .632** − .525** .528** 
4. Cost .472** .596** .525** − .414** 
5. Ease of Use .392** .547** .528** .414** − 

** Correlation is significant at the 0.01 level (2-tailed). 

3.2 Multiple Regression Analysis 

Multiple regression analysis was used to test if the 4 factors (cost, trust, customers’ experience, and ease of use) 

significantly predicted participants’ adoption of online banking. The results of the regression indicated the four 

predictors explained 36% of the variance (R
2 
= .369). It was found that trust significantly predicted adoption of 

online banking (β = .25, p < .05), as did customers’ experience (β = .25, p < .05). 

Table 2. Multiple Regression Analysis 

    B Sig. R
2
 

Trust    .400 .019 

.369 
Customer Experience   .306 .017 
Cost    .233 .082 
Ease of Use   .084 .584 

3.3 Hypotheses Analysis 

Based on Table 2, the significant value for each variable will show whether the variable contribute statistically 

towards the similarity. If the significant value is lower than .05, hence, the hypothesis are accepted. As shown in 

Table 3, H1 and H2 are accepted, meanwhile H3 and H4 are rejected.  

Table 3. Hypothesis Testing Results 

 Hypotheses Result 

H1 There is a positive relationship between trust and adoption of internet banking. Accepted 
H2 There is a positive relationship between customers’ experience and adoption of internet banking. Accepted 
H3 There is a positive relationship between cost and adoption of internet banking. Rejected 
H4 There is a positive relationship between ease of use and adoption of internet banking.  Rejected 
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4. Overall Findings Based on the Research Objectives  

4.1 Trust 

H1 (refers to RO1) showed significant positive relationship between trust and adoption of online banking. 

Consistent with prior studies (e.g., Baraghani, 2007; Chen & Barnes, 2007; Chong, Oii, Lin, & Tan, 2010; Dauda 

et al., 2007; Gefen, 2000; Lee et al., 2005; McKnight & Chervany, 2002), the findings in this study show that 

trust will influence the adoption of online banking in Selangor, Malaysia. Chong et al. (2010) stated that people 

from developing countries tend to be more cautious when using online banking services as it involves money and 

people are used to conduct monetary transaction in-person. According to Featherman, Miyazaki, and Sprott 

(2010), privacy risk that seemed to hinder people from adopting online banking services may reduce through 

promising perceptions on the provider. People are stated to be more likely to adopt online banking services if the 

provider is perceived as trustworthy and capable to reduce privacy risk and its effects. Therefore, banks should 

try to build the trust in their customers by increasing and enforcing banks’ security. 

4.2 Customers’ Experience 

H2 (refers to RO2) that showed significant positive relationship between customers’ experience and adoption of 

online banking. This is similar to various past research (e.g., Brown, Hoppe, Mugera, Newman, & Stander, 2004; 

Dauda et al., 2007; Saranathan, 2008; Karjaluoto et al., 2002; Laforet & Li, 2005; Thornton & White, 2001) that 

revealed customers’ experience as a significant influential factor in adopting online banking. These findings 

further suggested that customers’ experience in using online banking service does play a role in determining the 

likelihood of accepting and using online banking. As highlighted by Lichtenstein and Williamson (2006), people 

are more willing to accept the risk relate to internet based services with greater customer support for such 

services. Thus, as Lichtenstein and Williamson (2006) suggested, it is recommended that bank providers 

recognize public’s needs for time to adjust and learn, and not solely about implementation and acceptance of a 

new technology. Bank providers need to be patient and offer deeper levels of customer support throughout the 

process of adjustment and learning. 

4.3 Cost 

H3 (refers to RO3) did not show any significant relationship between cost and adoption of online banking. This 

finding is inconsistent with previous study (e.g., Aliyu & Tasmin, 2012; Campbell & Frei, 2010; Sathye, 1999; 

Sohrabi, 2013). This may due to the different research area and respondents’ population, in which the 

respondents are mostly aged 21-29. As stated by Tan, Chong, Ooi, and Chong (2010), social influences maybe 

more significant as compared to cost among youngsters. They do not concern about the cost involved if most of 

their friends are adopting online banking. In addition, cost related to online banking fees have reduced 

throughout the years. Together with the long term usage of the particular bank services, cost may not occur as an 

important factor that influences adoption of internet banking. Healy (1999) revealed that long-term customers are 

less sensitive of the price changes. This was supported by Poon (2007) of which more than 60 percent of the 

Malaysians are aware of the annual fee, but would continue to use the services. 

4.4 Ease of Use 

H4 (refers to RO4) also showed no significant relationship between ease of use and adoption of online banking. 

This result show that ease of use has no significant effect on adoption of online banking. This result differs from 

a number of past research (e.g., Asdullah & Yazdifar, 2016; Jahangir & Begum, 2008; Khaitbaeva et al., 2014; 

Sathye, 1999; Shih & Fang, 2004). Nevertheless, some research (e.g., Chong et al., 2010; Chung & Paynter, 

2002; Pikkarainen et al., 2004) also reported to have no significant impact of ease of use on adoption of online 

banking. One of the possible reasons that lead to this inconsistency of result is the respondents’ age. More than 

50% of the respondents aged 21-29, who are seen as tech savvy generation. As stated by Chong et al. (2010), 

youngsters nowadays may not see ease of use as an important factor that influence them to adopt internet 

banking. Chong et al. (2010) reasoned that youngsters do not see ease of use as a barrier to their adoption of 

online banking as they can learn about online banking services easily. 

5. Conclusion  

This study aims to examine the factors that influence the adoption of online banking in Malaysia. In summary, 

the findings showed that trust, and customers’ experience are the major factors influencing adoption of internet 

banking in Malaysia while cost and ease of use were found to be insignificant in this study. Results in this study 

provide important information for bank providers in designing a mass-oriented or user-friendly internet banking 

that would attract people to adopt online banking. 
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