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Abstract 
Online banking is an affordable service that reduces labor costs and risk of human error. Moreover, it 
overcomes spatiotemporal limitations and enables banks to increase their customers. However, in 
highly competitive online financial markets, the banking and financial industries are faced with the 
challenge of becoming industry leaders through improving their service quality and implementing 
competitive strategies. To examine the online banking service quality of a case company and provide a 
reference for improving the company, this study incorporated the importance–performance analysis 
model, which is a frequently adopted model for analyzing the business performance and competitive 
strategies of companies.  
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1. Introduction 
The twenty-first century is an information era in which customers have constantly evolving 
needs and fast-paced lifestyles. Using the fastest and most convenient transaction methods is 
desirable when seeking to access high-quality services and products. Hence, online banking 
was introduced. 
Online banking refers to various types of services that enable bank customers to carry out 
most regular retail banking services (e.g., balance reporting, transfers, and bill payments) 
through telecommunication networks without leaving work or home.1 Online banking is the 
use of high-technology products such as digital televisions and mobile phones to carry out 
bank transactions over the Internet.2 Thus, in the present study, we define online banking as a 
type of service through which customers can perform various banking and financial 
transactions (e.g., deposits, remittances, transfers, payments, securities orders, insurance 
services, and interest rate inquiries) by using electronic devices at any time and place without 
personally attending a bank. Therefore, an online banking service can be regarded as a type of 
virtual branch established by bank corporations on the Internet for people to perform bank 
transactions in a more convenient manner. 
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The key factors to the service quality of online banking continue to be explored today because 
of the everchanging needs of customers. Previously, customers were concerned only with the 
safety and ease of operating online banking interfaces. As online banking evolved, customers 
began focusing on other factors such as the information content and professionalism and 
attitudes of customer service personnel in online banking. These additional factors have 
provided banks with opportunities to derive competitive advantages and enhance customer 
satisfaction with online banking. 
The importance–performance analysis (IPA) model has been frequently used to measure the 
business performance of corporations and to analyze their competitive strategies. The present 
study adopted the IPA model to analyze the service performance of a case company in online 
banking and to provide a reference for that company to improve its business performance.  
 
2. Literature Review 
2.1 Definition and Measurement of E-Service Quality  
To motivate customer repurchases and establish customer loyalty, companies should shift 
their focus from e-commerce transactions to e-services. Companies must understand their 
customers’ experiences and assess their online customer services to improve service quality. 
This concerns the definitions and measurement of e-service quality. 
In contrast to conventional e-commerce services, which emphasize productivity, efficiency, 
and cost minimization to generate profits, e-services accentuate improving customer 
satisfaction to acquire lifetime customers, thereby increasing sales and profits.3 

E-service quality comprises the following seven dimensions:4  
(1) Efficiency: Inquiry convenience and speed, website ease of use and transaction speed.  
(2) Reliability: Website stability and transaction smoothness.  
(3) Fulfillment: Accuracy of orders, deliveries, and the service content of web services.  
(4) Privacy: Extent to which the website guarantees transaction security and personal data 

protection.  
(5) Responsiveness: Ability, flexibility, and processing quality of the website in solving 

customer problems.  
(6) Compensation: Compensation for customers when they encounter problems with the 

website.  
(7) Contact: Access to customer services and assistance from the website.  
From these seven dimensions, the following 10 indices were formulated for the present study 
to measure online banking service quality and performance: site guidance, functional 
operation, transaction inquiry, privacy, security and accuracy, bank credibility and valuation, 
customer compensation for transaction errors, service attitude, service efficiency, and 
professionalism.  
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3. Research Methods 
The IPA model was developed and applied by Martilla and James.5 As shown in Fig. 1, the 
IPA model depicts the importance and performance of service attributes as a two-dimensional 
chart, with importance along the vertical axis and performance along the horizontal axis.6–10 
The four quadrants of the IPA model are defined as follows11-15:  
1. Concentrate here: High importance and low performance for a product or service attribute.  
2. Keep up the good work: High importance and high performance for a product or service 
attribute. 
3. Low priority: Low importance and low performance for a product or service attribute. 
(4) Possible overkill: Low importance and high performance for a product or service attribute. 

 
                 Fig. 1 – IPA model 
 

According to the quadrants in which the indices are located, managers can economize the use 
of limited resources and prioritize attributes requiring improvement, thereby enhancing 
business performance and customer satisfaction.16-20 
 
4. Results and Discussion 
This study examined the online banking service quality and competitive strategy of Bank A, 
the largest commercial bank in Taiwan. A questionnaire containing the aforementioned 10 
indices measured through a 7-point Likert scale (1 = anchor, 7 = anchor) was applied to 
survey 10 professors, 20 bank executives, and 3 government officers. A total of 33 
questionnaires were distributed; 32 valid questionnaires were returned (valid return rate, 
96.97%). 
The performance of each index was evaluated according to the mean importance (5.87) and 
performance (5.80) scores, as shown in Table 1. 
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Table 1 – Measured online banking service quality and competitive strategies 
Index 

Number 

Item Importance Performance Competitive Strategy 

1. Site guidance 5.5 5.4 Low priority 

2. Functional operation 5.7 5.6 Low priority 

3. Transaction inquiry 5.3 5.9 Possible overkill 

4. Privacy 6.1 6.2 Keep up the good work 

5. Security and accuracy 6.2 5.9 Keep up the good work 

6. Bank credibility and valuation 6.0 5.9 Keep up the good work 

7 Customer compensation for 

transaction errors 

5.9 6.3 Keep up the good work 

8 Service attitude 5.9 5.5 Concentrate here 

9 Service efficiency 6.0 5.6 Concentrate here 

10 Professionalism 6.1 5.7 Concentrate here 

Mean  5.87 5.80  

According to the IPA result, the e-service quality and competitive strategies of Bank A were 

analyzed as follows: 

1. High-importance, high-performance: Indices 4 (privacy), 5 (security and accuracy), 6 (bank 

credibility and valuation), and 7 (customer compensation for transaction errors) were 

located in the quadrant “Keep up the good work.” These are the competitive advantages 

of Bank A in online banking and should be maintained to ensure that the bank maintains 

optimal service quality. 

2. High-importance, low-performance: Indices 8 (service attitude), 9 (service efficiency), and 

10 (professionalism) were located in the quadrant “Concentrate here.” Bank A must 

invest additional resources into improving these three indices to reverse its disadvantages 

and improve its competitive performance.  

3. Low-importance, low-performance: Indices 1 (site guidance) and 2 (functional operation) 

were located in the quadrant “Low priority.” These two indices should receive the lowest 

propriety and be improved only when Bank A has a surplus of resources. 

4. Low-importance, high-performance: Index 3 (transaction inquiry) was located in the 

quadrant “Possible overkill.” The high performance by Bank A on this index did not 

improve its service quality. The resources invested into this index should be shifted to the 

other indices.  
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5. Conclusion 

Bank transactions have been extended from manual processing at bank counters to online 

transactions through information technology. Replacing manual services with online banking 

transactions reduces labor costs considerably. Additionally, online banking is a service that 

can be delivered at any time any location. Thus, spatial limitations in banking services are 

overcome, bank service times are extended, and consumers are provided with more diverse 

and convenient means for various bank investments and transactions. 

In this study, 10 indices were created to assess the quality and performance of online banking 

services. As shown in the IPA results, the service attitude, service efficiency, and 

professionalism of Bank A were unsatisfactory; the bank must invest additional resources to 

improve these indices to reverse its disadvantages and enhance its competitive performance. 

By contrast, the bank performed satisfactorily on its privacy guarantee, security and accuracy, 

credibility and valuation, and customer compensation for transaction errors. The bank should 

maintain these competitive advantages to ensure optimal service quality and performance.  
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