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Abstract 
   
Customers’ perception of service quality and their satisfaction of the service have a great 
effect on the way that they encounter with the service. Encounter with the service is a period 
of time that a customer is interacting directly with the service. 
This concept contains all aspects of interactions between service companies and their 
customers in a period of time and also within and outside individual interactions with service 
providers. 
Recently, more banks use Internet as a new tool for offering hostel services to customers. 
Internet banking is involved with strong interactions between the external customer and bank 
information systems versus traditional banking. 
This paper first approach to the concept of service quality and customer service quality from 
the perspective of service providers and deals. Then the literature in conceptual areas of 
quality of customer services, quality of online systems and quality of banking products have 
been studied and finally the main dimensions of service quality in internet banking will be 
introduced. 
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Introduction 
With the continuous growth of competition in the marketplace, understanding customers has 
become more and more important issue of marketing. Marketing is defined as the process of 
management to identify, anticipate and satisfy customer requirements profitably. It shows 
that today’s companies have moved their focuses from products and sales to customer 
oriented marketing. 
The service industries are mostly customer driven and their survival in competitive 
environment largely depends on quality of the service provided by them. In this context, 
quality of service furnished by banking sector is very important and profitability of their 
business is closely connected to the quality of service they provide [1] [2]. 
Businesses seeking to improve profitability are, thus, advised to monitor and make 
improvements to their service quality on an ongoing basis [3]. Technology plays a vital role 
in improving the quality of services provided by the business units. 
One of the technologies which really brought information revolution in the society is Internet 
Technology and is rightly regarded as the third wave of revolution after agricultural and 
industrial revolution. 
Advent and adoption of internet by the industries has removed the constraint of time, distance 
and communication making globe truly a small village. Financial sector being no exception, 
numerous factors such as competitive cost, customer service, increase in education and 
income level of customers, etc. influence banks to evaluate their technology and assess their 
electronic commerce and internet banking strategies. Internet banking allows banking from 
anywhere, anytime and is used for transactions, payments, etc. over the internet through a 
bank, a credit union or society’s secure website. So, basically, in internet banking a client has 
one-to-one interaction with the bank’s website, and in such a situation it is essential on the 
part of bank to provide high quality services over the internet. So, in contrast to traditional 
banking, internet banking involves non-human interactions between customers and online 
bank information system. 
Customer satisfaction, customer retention and new customer acquisition are the key factors in 
internet banking system. This becomes more important since the acquisition costs in online 
banking exceed that of traditional offline business by 20%–40% [4]. 
Providing internet banking is increasingly becoming a ‘need to have’ than a ‘nice to have’ 
service. Now, Internet banking is more of a norm rather than an exception in many developed 
countries due to the fact that it is the cheapest way of providing banking services [5]. 
 
Internet banking 
The term bank is generally understood as an institution that holds a banking license granted 
by financial supervision authorities. Under the authorities, the bank conduct the most 
fundamental banking services like accepting deposits and making loans, and other financial 
services. 
Internet banking is described as the use of the Internet as a delivery channel for banking 
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services, which include traditional ones, such as opening a deposit account or transferring 
funds among different accounts, and new banking services such as electronic bill presentment 
and payment [6]. As suggested by Furst et al. [7], there are two main ways that banks offer 
Internet banking. The first one is the existing physical bank, like traditional brick-and-mortar 
banks, provide services through the established web site and offer Internet banking to its 
customers as an addition to its traditional delivery channels. The second one is the Internet-
only bank or virtual bank. These banks usually have no branch offices since the heart of 
services relies only on computer server and information technology. 
Previous studies have found that banking service product quality plays an important role in 
determining customers' perceptions of the overall banking service quality. The bank product 
quality is primarily associated with product variety and diverse features. Strieter et al. [8] 
noted that one of the most important developments in banking is the increased emphasis on 
marketing a wide array of financial services. Dixon [9] also argued that the key to getting 
more customers for the banks through the online service is not the attraction of the Internet 
itself but the products offered to the customers. This argument was supported by Latimore et 
al. [10] who found that 87 percent of Internet banking customers want to make a variety of 
financial transactions at one site (so called one-stop shopping), including paying their bills 
electronically and automatically, viewing their monthly bank statements, and purchasing 
stocks and insurance. 
Therefore, it should be noted that since the present banking customers, with the advent of the 
Internet technology, can have unlimited access to financial information and enjoy a wider 
range of choices in selecting competitive products and financial institutions than ever before, 
the subtle differentiating quality levels of bank products and their timely introduction on the 
marketplace have become a key driving force in attracting new customers and enhancing 
customers' satisfaction [11]. 
 
Service quality 
Due to service characteristics of intangibility, inseparability, heterogeneity and perishability, 
services are always described as hard to evaluate [12]. It is also stated that attention to service 
quality can lead a company different their services from others and gain a lasting competitive 
advantage [13]. 
Service quality is commonly noted as a critical prerequisite and determinant of 
competitiveness for establishing and sustaining satisfying relationships with customers. The 
definition of quality is contextual one and differs from person to person. In general, the 
quality is basically classified into five categories, transcendent, product led, process or supply 
led, customer led and value led. The definition of service quality is based on customer-led 
quality definition where quality is defined as satisfying customer’s requirements, relying on 
the ability of the organization to determine customers’ requirements and then meet these 
requirements. 
Recent studies have shown that high levels of  customer service quality can exert a positive 
influence on customer satisfaction [14] [15]. Unlike the manufacturing product quality that 
can be readily assessed, service quality is an elusive and abstract construct that poses 
definition and measurement obstacles. Parasuraman et al. [14] [16] have suggested that 
service quality is determined by the differences between customers' expectations of service 
provider's performance and their evaluation of the services they received. They have 
conducted studies to uncover key service quality attributes that significantly influence the 
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customers' perceptions of overall service quality. They initially identified ten determinants of 
service quality based on a series of focus group interview sessions. These attributes were 
tangibles, reliability, responsiveness, competency, courtesy, communication, credibility, 
security, access and understanding the customer. They later distilled these ten dimensions 
into five by using a factor analysis. These five dimensions are tangibles, reliability, 
responsiveness, assurance and empathy. Based on the five dimensions, they developed 
SERVQUAL, a 22-item survey instrument for measuring service quality. 
 
Service quality of online systems 
The incredible growth of the Internet is changing the way corporations conduct business. The 
advantages of the Internet, offer a wide range of opportunities for companies to find new 
ways of conducting their business in order to cope with increased competition more 
efficiently and effectively. As a result, business practices through Internet are increasingly 
becoming the subject of studies evaluating the impact of Internet on economic growth and 
business performance [17]. 
Because online systems are recently emerging fields, little academic literature in this field has 
addressed in-depth their quality. However, another line of research, regarding information 
systems quality in an end-user computing environment, may be used as a good reference for 
the discussion of the service quality in online systems. The term end-usere  refers to a user 
that interacts directly with the application software to enter information or prepare output 
reports[18]. 
In this end-user computing environment, users assume more responsibility for their own 
applications, while analysts, programmers and operations staffs are less directly involved in 
user support. Similarly, when a customer accesses a Web site, the Web site can be considered 
as an information system and the customer as an end-user of the information system. The 
Internet-based data processing, thus, can be regarded as an extreme case in an end-user 
computing environment where the users of Web sites rarely have direct interaction with the 
operations staffs of the Web sites. In order to measure end-user computing satisfaction, Doll 
and Torkzadeh [18] proposed five quality dimensions that influence end-user satisfaction: 
content, accuracy, format, ease of use and timeliness. The evidence for the instrument's 
reliability and validity was well documented in other studies. These five dimensions could be 
an integral part of the construct of service quality of online systems. 
Recently, several studies on e-commerce have noted that some features of Web sites are 
critical to their business success. For example, D'Angelo and Little [19] argued that factors 
such as navigational characteristics, visual characteristics, and practical consideration 
(including images, background, color, sound, video, media, and content) are important 
considerations in designing a Web site. Lohse and Spiller [20] noted that online business 
Web sites' characteristics such as a feedback section and product lists are crucial in 
generating sales. Liu and Arnett [21] considered the following four factors as major 
ingredients for the success of a Web site as: system use, system design quality, information 
quality and playfulness. 
 
Service quality in internet banking 
Nowadays, the development of the Internet has changed the way that bank conduct business 
with their customers. Many banks have used Internet as a new channel to provide their 
customers 24 hours services a day. With the advent of the Internet, customers can access 
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more financial information and wider rang of services. Previous research have found that the 
competitive advantage of the banks through Internet reside on the services provided to 
customers but not the attraction of Internet [7]. 
According to Cowling and Newman [22], service quality has been widely used to evaluate 
the performance of banking services. In this field, service quality can be viewed from two 
perspectives, customer perspective and bank perspective. 
From the customer perspective, the service quality differentiates sought quality and perceived 
quality. Sought quality is the level of quality customers explicitly or implicitly demand and 
expect from service providers. The sought quality or customer expectations is created due to 
several factors, the expectations are formed during a previous personal experience of a 
customer with a service, and the customer is influenced by the experiences of the other users 
and by the image of an organization. Perceived quality means the overall impression a 
customer has and experiences about the level of quality after service realization. The potential 
difference between the sought quality and the perceived quality gives the service provider an 
opportunity to measure customer satisfaction based on formulating the precise and actual 
criteria according to which the customers are assessing the services. 
From the provider perspective, there are target quality and delivered quality. The focus of 
process or supply-led quality definition is rather internal than external, and it is defined as 
conformance to requirements. It lays emphasis on the importance of the management and the 
supply-side quality, and there is an important role of the process in determining the quality of 
outcome [23]. Achieving the quality of conformance between the planned quality level and 
the real quality delivered to customers depends on the service quality management system in 
an organization. 
The SERVQUAL instrument has been widely used to assess the service quality of various 
service organizations including banks [10]. For example, one bank found that, among the 
SERVQUAL five quality dimensions, the disparity between the customers' expectations and 
their perceptions was the highest for reliability, responsiveness, and empathy, and the lowest 
for tangibles. 
However, the SERVQUAL instrument has also received a lot of criticism from other 
researchers [24]. Many critics argue that a single instrument like SERVQUAL is not 
appropriate for measuring service quality across industries [15] [25] [26]. For example, 
Cronin and Taylor [15], in their study on service quality in the banking, pest control, dry 
cleaning, and fast food industries, found that the five-dimension structure of the SERVQUAL 
scale was not confirmed in any of their samples. Regarding the particular service quality 
dimensions that influence the formation of customer satisfaction, Johnston [27] has found 
that the causes of dissatisfaction and satisfaction are not necessarily the same. Some service 
quality attributes may not be critical for consumer satisfaction but can significantly lead to 
dissatisfaction when they are performed poorly. The same author has further classified all 
dimensions into enhancing, hygiene and dual factors. Enhancing factors are those which will 
lead to customer satisfaction if they are delivered properly, but will not necessarily cause 
dissatisfaction if absent. In contrast, hygiene factors will lead to customer dissatisfaction if 
they fail to deliver, but will not result in satisfaction if they are present. Dual factors are those 
that will have an impact on both satisfaction and dissatisfaction. Johnston [24] [27] identified 
attentiveness, responsiveness care and friendliness as the main sources of satisfactions in 
banking services, and integrity, reliability, availability and functionality as the main sources 
of dissatisfaction. 
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In the case of the banking industry, Johnston [24] examined, by using the critical incident 
technique, banking customers' perceptions about the service quality they received and found 
18 service quality attributes namely access, aesthetics, attentiveness/helpfulness, availability, 
care, cleanliness/tidiness, comfort, commitment, communication, competence, courtesy, 
flexibility, friendliness, functionality, integrity, reliability, responsiveness  and security. 
Oliver suggests that service quality is a more specific judgment which can lead to a broad 
evaluation of customer satisfaction [28]. Yang et al. [29] identified five online service quality 
dimensions (responsiveness, reliability, competence, access and security) and their 
relationships with the customer satisfaction. Wolfinbarger and Gilly [30] observed that 
reliability and fulfillment are the strongest predictors for customer satisfaction. Liu and 
Arnett [31] identified five critical dimensions of online service quality in relations to 
customer satisfaction in the website. Among these, the quality of information that is relevant, 
accurate, timely, customized and complete are given priority for the customer satisfaction in 
the online service. The study by Khalil and Pearson [32] has found that trust significantly 
affects attitude towards internet banking acceptance. To encourage internet banking adoption, 
banks need to develop strategies that improve the customer’s trust in the underlying 
technology. The other factors include quick response, assurance, follow-up and empathy. 
Security, correct transaction, customer control on transaction (personalization), order tracking 
facilities and privacy are other important factors in the online service that affect the customer 
satisfaction. 
Joseph et al. [33] investigated the influence of internet on the delivery of banking services. 
They found six underlying dimensions of e-banking service quality such as convenience and 
accuracy, feedback and complaint management, efficiency, queue management, accessibility 
and customization. Jun and Cai [6] identified 17 service quality dimensions of internet 
banking service quality. These are reliability, responsiveness, competence, courtesy, 
credibility, access, communication, understanding the customer, collaboration, continuous 
improvement, content, accuracy, ease of use, timeliness, aesthetics, security and divers 
features. They also suggested that some dimensions such as responsiveness, reliability and 
access are critical for both traditional and internet banks. Jayawardhena [34] transforms the 
original SERVQUAL scale to the internet context and develops a set of 21 items to assess 
service quality in internet banking. By means of an Exploratory Factor Analysis (EFA) and a 
Confirmatory Factor Analysis (CFA), these 21 items are condensed to five quality 
dimensions: access, website interface, trust, attention and credibility. 
Sathye [35] with respect to the adoption of Internet banking by Australian consumers, found 
that two factors such as difficulty in use and security concern are important reasons that 
customers do not want to use the service. Jayawardhena and Foley [36] suggested that the 
features of Internet banking Web sites, such as the speed to download, content, design, 
interactivity, navigation and security are critical to enhancing customer satisfaction. 
 
Conclusion 
The purpose of this paper is to gain a better understanding of how internet affects service 
quality in banking sector. In order to fill this purpose, we explored a lot of research papers 
and during this process, some highly mentioned and frequently stated as important factors 
and key features of service quality in internet banking are identified.  
The most important for managers to take for consideration in service quality is from specific 
dimensions since service quality is intangible and hard to evaluate. The dimensions of service 
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quality like reliability, responsiveness, security, communication, access and so on are not stay 
alone. It is important to see that the dimensions may closely associate with each other. 
Managers in the banking sector are suggested to focus their resources on the key features 
according to their relative importance to improve the overall perceived service quality in the 
banking sector. 
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