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Abstract. Online banking not only saves many labor costs of banks, but also time of users. The key 
factors influencing the service quality of online banking are being explored till now, because the 
demands of customers are ever-changing. It is a prominent challenge for the practitioners of the 
banking and financial sectors to distinguish themselves in the Internet financial market, enhance 
service quality, and strengthen competitive strategies. Importance-Performance Analysis Model is a 
method commonly adopted to assess performance and analyze competitive strategies. This study 
employed IPA to probe into the service performance, advantages, disadvantages of the online 
banking of the sample and the analysis results will serve as the basis of the company for 
improvement.  
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1 Introduction 

Online banking not only saves many labor costs of banks, but also time of users1. Aladwani 2 argued 
that online banking contains a variety of services. Customers can receive relevant services, such as 
asset report, cross-account transfer, and bill payment, via the Internet without leaving their homes 
or organizations. Sayar & Wolfe3 defined online banking as referred to the transactions with banks 
through high-tech products like digital TV and mobile, and the Internet. This study deemed that 
online banking stood for the banking or financial services and transactions, such as deposit, 
remittance, transfer, payment, securities trading, insurance service, and query of interest rate 
received by customers through the Internet and electronic devices anytime and anywhere without no 
need to go to the counter. Therefore, online banking can be considered as a virtual outlet set up on 
the Internet by banks for the convenience of the public. Online banking boasts the following 
functions and characteristics 4-5:   
It is a financial institution. A physical outlet may or may not be needed. (2) It can reduce the cost to 
establish and operate branches. (3) It fully masters the information of customers and expands 
customer groups. (4) It can be used anytime anywhere via the Internet. (5) It provides real-time and 
sufficient financial information. (6) It offers high autonomy and privacy to customers. (7) It 
enhances service efficiency and saves the time of customers waiting in queue. (8) It can reduce the 
errors during manual operation. (9) It weakens the long-term and close relationship between 
traditional banks and customers.  
Importance-Performance Analysis Model is a method commonly adopted to assess performance and 
analyze competitive strategies. This study employed IPA to probe into the service performance, 
advantages, disadvantages of the online banking of the sample and the analysis results will serve as 
the basis of the company for improvement.  

2 Literature Review 

2.1 Characteristics of online banking 
With the progress of science and technology, the Internet has become more and more mature and 
gradually integrated into our daily life. Various economic activities continue to increase, promoting 
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emerging network industries, such as network marketing, online shopping, and online community. 
"Coverage of the population with the access to the Internet", "market share of network ads", and 
"market share of online shopping" have become important indicators of the global network 
economy. Increasing people use online banking because4,6:  
2.1.1 It is not limited by geography and time. And its service efficiency is high. 
Online banking is not limited by geography and time, which allows customers to conduct product 
transactions or receive services via the Internet not restricted to the business hours of traditional 
banks. Online banking is operated automatically. It not only feedbacks information after 
transactions instantly to customers, but also has extremely low error rate in tens of thousands of 
transactions handled. For bankers, it can raise bank reputation and retain customers. And for 
customers, the risk or inconvenience caused by manual operation can be reduced.  
2.1.2 Wide services 
Nowadays, online banking has strong functions. It not only covers the services of traditional banks 
like deposit and remittance, but also provides various financial services like securities, insurance, 
and information query, so as to meet the demands of customers, raise customer satisfaction, become 
"network financial supermarket", and offer one-stop service.  
2.1.3 Low cost 
Online banking is set up on the convenient and cheap Internet rather than expensive physical outlets. 
The automatic operation of online banking can save labor and operational cost of traditional banks, 
and reduce error rate and bank loss. With respect to the operational cost of banks, according to the 
survey by Allen Milton International Management Consulting Company, the operational cost of 
online banking only accounted for 15% to 20% of the operating revenue. In contrast, the operational 
cost of traditional banks accounted for approximately 60% of their operating revenue. Therefore, 
the setup of online banking can substantially reduce the operational cost.  
2.1.4 Interaction 
Another advantage of online banking is interaction. This interaction is different from the traditional 
interpersonal interaction. It means that all the transactions done via online banking can be displayed 
real-time. Based on the content of the previous transaction, customers can adjust their decision on 
the next one so as to seize crucial time point to gain profit, which is impossible for traditional 
banks.  
2.1.5 Customized services 
The functions of online banking have been gradually improved. The services of online banking of 
various banks are similar. In such a competitive environment, it is the key to success if a bank can 
provide customized services based on customer demands. Bankers can analyze according to the 
transaction records of online banking, determine the value and level of customers, understand the 
demands of customers at each level, and then provide services correspondingly. Since resources are 
limited, through data analysis, resources can be allocated to the customers with the most value so 
that bankers can retain them customers and create lifelong value of customers.  
2.2 Definition and measurement of the service quality of online banking 
Zeithaml et al.7 identified the following seven major dimensions of the service quality of online 
banking:  
(1) Efficiency: It is measured by the convenience and speed of query, easiness of use, and 
transaction speed of a website.  
(2) Reliability: It is measured based on the stability of function and smoothness of transaction of a 
website.  
(3) Fulfillment: It is measured if a website can truly subscribe, deliver, and provide services.  
(4) Privacy: It is measured by the protection of transaction data and personal information security.  
(5) Responsiveness: It is measured by the response speed, flexibility of solution, and processing 
quality to solve problems by a website.  
(6) Compensation: It refers to the intention of a website to compensate a customer in case of 
problem.  
(7) Contact: It is measured by the accessibility of customers to obtain customer service and support 
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of a website through various contact channels.  
This study referred to the dimensions of Zeithaml et al.7 and proposed 10 indicators to assess the 
service quality and performance of online banking. The 10 indicators are: website guidance, 
functional operation, transaction query, privacy, security and correctness, bank reputation and 
comment, compensation for problematic transactions, service attitude, service efficiency, and 
professionalism.  

3 Research Method 

The framework related to Importance-Performance Analysis Model was first proposed by Martilla 
& James 8 who then applied it to actual use. In IPA, the averages of the importance and 
performance of service attributes were marked on a 2D figure 9-13. The vertical axis refers to 
importance, while the horizontal one, performance, as shown in Figure 114-18.  
4 quadrants in IPA. Each had a definition19-24: (1)Concentrate here: Customers believe that the 
importance of products or service attributes is high but the performance of the company is low. (2)
 Keep up the good work: Customers believe that the importance of products or service 
attributes, as well as the performance of the company are high. (3)Low priority: Customers believe 
that the importance of products or service attributes, as well as the performance of the company are 
low. (4)Possible overkill: Customers believe that the importance of products or service attributes is 
low, but the performance of the company is high.  

 
Fig.1 Analysis of importance and performance 

Through the classification of different regions, managers can make the most out of limited 
resources and provide the priority of improvement so as to enhance performance 25-28.  

4 Research Results and Discussion 

Company X is one of the top ten commercial banks in mainland China. This study considered X as 
its subject and probed into its service quality and competitive strategies. The questionnaire of this 
study adopted Likert 7-point scale covering a total of 10 indicators. The respondents include 10 
professors, 27 senior managers in the banking industry, and 3 governmental officials. A total of 40 
copies of questionnaire had been distributed, while 33 valid ones were collected. The recovery rate 
is 82.50%.  
This study used the averages of importance (5.85) and performance (5.79) as standard coordinate to 
determine the performance of each indicator. See Table 1 for details.  
Table 1 The measurement of service quality and competitive strategies of online banking 
No. Indicator Importance Performance Competitive strategies 
1. Website guidance 5.6 5.5 Low priority 
2. Functional operation 5.6 5.6 Low priority 
3. Transaction query 5.2 5.9 Possible overkill 
4. Privacy 6 6.2 Keep up the good work 
5. Security and correctness 6.2 6 Keep up the good work 
6. Bank reputation and comment 6.1 5.9 Keep up the good work 
7 Compensation for problematic transactions 5.9 6.2 Keep up the good work 
8 Service attitude 5.9 5.6 Concentrate here 
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Table 1, cont. 
9 Service efficiency 6.0 5.5 Concentrate here 
10 Professionalism 6.0 5.5 Concentrate here 
Average  5.85 5.79  
According to the results of IPA analysis, the service quality and competitive strategies of bank A is 
analyzed as follows: 
High importance, high performance: (4) "privacy", (5) "security and correctness", (6) "bank 
reputation and comment", and (7) "compensation for problematic transactions" belong to "Keep up 
the good work". These are the advantages of the service quality of online banking of bank A, which 
shall be kept up to maintain god service performance.  
High importance, low performance: (8) "service attitude", (9) "service efficiency", and (10) 
"professionalism" belong to "Concentrate here". Bank A must invest more resources to raise the 
service quality and competitiveness of the three indicators, and strengthen service attitude, service 
efficiency, and professionalism, so as to turn disadvantages into advantages and raise its 
competitive performance.  
Low importance, low performance: (1) "website guidance" and (2) "functional operation" belong to 
"Low priority". The two indicators of service quality can have the lowest priority. When bank A has 
surplus resources, they can be improved.  
Low importance, high performance: (3) "transaction query" belongs to Possible overkill". The good 
performance of bank A fails to bring about more service performances to the company. The 
resources of the company shall be shifted to other competitive indicators.  

5 Conclusion 

The functions of online banking have been gradually improved. The services of online banking of 
various banks are similar. In such a competitive environment, it is the key to success if a bank can 
provide customized services based on customer demands. This study proposed 10 indicators to 
assess the service quality and performance of online banking.  
The four indicators of bank A, that is, (4) "privacy", (5) "security and correctness", (6) "bank 
reputation and comment", and (7) "compensation for problematic transactions" belong to "Keep up 
the good work". These are the advantages of the service quality of online banking of bank A, which 
shall be kept up to maintain god service performance. The indicators of (8) "service attitude", (9) 
"service efficiency", and (10) "professionalism" belong to "Concentrate here" with low performance. 
Bank A must invest more resources to raise the service quality and competitiveness of the three 
indicators, and strengthen service attitude, service efficiency, and professionalism, so as to turn 
disadvantages into advantages and raise its competitive performance.  
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