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Abstract

According to the CEO of SCOPE International, only 7% of Standard Chartered
customers in Malaysia use the internet banking faciliies and it is rather low as
compared to ASEAN countries in 2010. Therefore, the objective of this research is to
identify and determine the factors that influence the low usage of internet banking in
Malaysia. This study is to” provide a solution to solve SCOPE's problem. The
proposed sample size is 200 of Standard Chartered Bank customers. 204 out of 220
questionnaires is valid Standard Chartered respondents. In this study, both primary
and secondary data will use for data collection. Reliability analysis, factor analysis
are being used to check the variables’ reliability and validity. Furthermore, multiple
regression is to check the relationship between independent variables and
dependent variable. At the end, perceived ease of use, perceived usefulness, e-
security and actual internet experience have the positive relationship with intention to
use internet banking. The R? of independent variables and intention to use internet
banking is 64.6%. Besides, the equation is | = 0.615 + 0.333 PEU + 0.303 PU +
0.149 ES +0.131 AEL The R? of intention and usage of internet banking is 52.1%,
the equation is Y = 0.476 + 0.856 intention.
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Chapter I: Introduction

This research is about low usage of internet banking in Standard Chartered
Malaysia. Thus, this research is targeted at Standard Chartered customers in
Malaysia. SCOPE international serves Standard Chartered on technology, such
as internet banking. Thus, this chapter wili deeply discuss on problems faced by
SCOPE international 'Malaysia. Besides, research questions and research

objectives are present in this chapter.

1.1 Background of Study

SCOPE International is the Standard Chartered Group’s Global Technology &
ﬁéfations Hub which was established in 2001. SCOPE International is the first
'Gl'o'bal Shared Services Centre of an international bank in Malaysia. SCOPE
lnterna'tional services more than 70 countries of Standard Chartered Bank.
hey comprise of software and systems development, wholesale and consumer
banking operations, contact centre, Information Technology (IT) and Helpdesk
services. SCOPE’s software division, International Software Centre Malaysia
(SCM) houses the largest software development centre in Malaysia. In
éléysia, SCOPE has more than 3,500 employees currently. The Standard
Chartered Group's two other global hubs are in India and China (SCOPE, 2011).

;_S_C(_)PE is 100% subsidiary of Standard Chartered Bank (United
iﬁgdom).Standard Chartered is an international bank which is London-based.
Standard Chartered Group was established in Penang at 1875. Standard
Chartered offers personal, Islamic banking and business financial services.
Standard Chartered PLC is a leading international bank, listed on the London,
Hong Kong and Mumbai stock exchanges. It has operated for over 150 years in
- some of the world's most dynamic markets and earns around 90 per cent of its
income and profits in Asia, Africa and the Middle East (Standard Chartered
Bank, 2011). This geographic focus and commitment towards developing deep

INTI international University (2012)




“relationships with clients and customers has driven the Bank’s growth in recent

years.

With 1,700 offices across 70 markets, Standard Chartered offers exciting and
challenging international career opportunities for its 75,000 staif. It is committed
to building a sustainable business over the long term and is frusted worldwide
for upholding high standards of corporate governance, social responsibility,
environmental protection and employee diversity. The Bank's heritage and
values are expressed in its brand promise, ‘Here for good' (Standard Chartered

Bank, 2011).

1.2 internet Banking in Malaysia

United States of America (USA) was the first to introduce internet banking in the
__early 1990s. Then, it was widely extended to other countries. Bank Negara
* Malaysia allows the local banks to offer internet banking services in June 2000
while foreign banks is 2002.There are twenty-eight banks are providing internet
_ﬁénking to their customers, including local and overseas banks (Central Bank
Malaysia, 2012). Internet banking started in June 2000 due to the trend of
electronic revolution. The banking sector faced many challenges in internet
b .king due to various psychological and behavioural issues, such as security
of internet banking system and resistance to change. Thus, internet banking is
not brevalence in Malaysia. Previous researchers, Ramayah et al.{2003) have
pr __'_.'_en the awareness level is high in Malaysia. However, the actual internet
ba'_'king users are only about 23% in Malaysia (Ramayah et al., 2003).
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24 3 Problem Blatement

According to Nielsen Survey (2007), the internet banking usage is not high in
Malaysia compared to others Asian countries. With reference to Figure 1.1, the
percentage of Malaysians using internet banking is 11% which is low, whereas
in India it is 20%, Hong Kong is 18%, Singapore is 11% and South Korea is
~ 10%. According to the CEO of SCOPE International, only 7% of Standard

~ Chartered customers in Malaysia use the internet banking facilities and it is
father low as compared to ASEAN countries in 2010. While the usage of
 intemet in Singapore is 37%, China is 80% and India is 95%.

-100% 80%
i 37%
20% 7%
0% A S AR,
india China Singapore  Malaysia

Frgure 1.1: Percentage of standard Chartered Customers Using Internet Banking

ource: SCOPE, 2010

V_Vith- reference to Figure 1.2, the penetration of internet usage in Malaysia
increased from 47.8% in 2007 to 85.7% in 2009 (Internet World Stats, 2010).
oﬁdever, The Nielsen Company Survey shows that usage of internet banking in
alaysia is decreased from 11% in 2007 to 8% in 2009. Although the
Ppenetration of internet usage is growing continuously, the usage of intemnet

-___?;é‘nking is decreasing.

80%
60%
0% = internet Usage
e R =g~ Internet Banking
0% E & 8%
2007 2009

Figure 1.2 Penetration of Interne! Usaye versus internet Banking Usage

Source: Internet World Stats, 2009; The Mielsen Company, 2009
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Nielsen Survey (2009) discover the barriers of using internet banking in
Malaysia, not needed (59%), not internet / IT savvy (24%), satisfied with current
channel (17%), security issues (16%), no internet access (11%) and likes to
 interact with bank staff (6%). Hence, most of Malaysians feel that they do not
“need the internet banking facilities. Therefore, Malaysians are not fully utilise
* the internet banking facilities that are provided by banks.

Hence, the usage rate of internet banking in Malaysia is rather low compare to
ASEAN countries and it is still decreasing year by year. Besides, | also
‘discovered that the most influencing barriers of using internet banking is bank
users have the perception that internet banking is not needed.

_ R_%amﬁh Guestion

i bo the construct of these factors (perceived ease of use, perceived
usefulness, e-security, actual internet experience and traditional hassles)

infiluence the low usage of internet banking?
‘2 What is the relationship between perceived ease of use on internet banking

and usage of internet banking?
3.What is the relationship between perceived usefulness of intemet banking

d usage of internet banking?

Whiat is the relationship between internet experience and usage of internet
~ banking?

What is the relationship between tradition hassles and usage of internet
banking?

6. What is the most influencing factor for low usage of internet banking?

'§ B Research Objective

. To identify the factors influence the low usage of internet banking.
- 2. To determine the most influencing factor for the low usage of internet banking.
3. To recommend sirategies for SCOPE international to increase customers

towards using internet banking.
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Significance of the Research

Tﬁis research also helps to understand the internet banking in Malaysia. This
study will provide better understanding in the factors of low usage on internet
banking. Besides, strategies to increase the usage of internet banking users will

be recommended to internet bankers.

?? Limitalion

1. Time and geographical constrains.

2. Respondent might not be interested to give feedback.

3. Reliability of the data might not be accurate.
The materials and journals are hard to get because this is a practical industry

Assumption

Sélected population will be representing the overall population of Standard

Chartered Bank customers.
All respondents will be able to provide their feedback in an honest manner.

Dutline of chapter

.clji_apter is about the introduction of this research. This research is focussed
n‘-S't’a_'dard Chartered customers because SCOPE international is facing the
“'rob'l"em of low usage of internet banking in Malaysia. Therefore, the primary
is to identify the factors that influence the usage of internet banking and the
g_cpp_déry aim is to provide solutions to SCOPE. There are several limitations
or tﬁis research due to the fact that this is a practical project. This chapter is
o '_'important hecause it has relevance to chapter I, Hi, IV and V.

INTI International University (2012)
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Chapter I1: Literature Review

. bnline Banking is a facility for Bank customers to perform banking transactions
rough the Internet. With this service, customers may perform banking
tre'nsactions from anywhere and anytime of the day, 24 hours a day and 7 days
. week (Standard Chartered Bank, 2011). The researcher faced difficulties in
thle chapter due to the lack of information in internet banking, especially usage
of' nternet banking. Besides, the information of using internet banking is not
comprehens:ve. These difficulties challenge the researcher's knowledge. The
most suitable model to use in research is TAM model.

1D fusion of Innovations

Rogers was the founder for diffusion of innovations (DOI) in 1962. Rogers (2003)
defined diffusion as the process by which an innovation is communicated
through certain channels over time among the members of a social system. In
heory innovations are being communicated within a social system through
parﬂcﬁlar channels over time. Individuals are seen as possessing different

degrees of willingness to adopt innovations and thus it is generally observed
the_ portlon of the population adopting an innovation is approximately
ally distributed over time (Rogers, 2003).

B"réaking" this normal distribution into segments leads to the segregation of
duals into the following five categories of individual innovativeness (from
e_ér_l‘éS__t to latest adopters). innovators, early adopters, early majority, late
-maj_qﬁty, laggards. Members of each cafegory typically possess certain
dist__iﬁguishing characteristics as shown below:

Innovators - venturesome, educated, multiple infomation sources

arly Adopters - social leaders, popular, educated

Eariy Majority - deliberate, many informal social contacts

_Lete Majority - skeptical, traditional, lower socio-economic status

Laggards - neighbours and friends are main info sources, fear of debt

- INTH international University (2012)



