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BANK SELECTION CRITERIA: A STUDY IN MALAYSIA

This paper focuses on the determinants of bank s selection criteria in Malaysia. The purpose
of the study is to examine the significant factors of bank selection criteria such as people influence,
communication technology, convenience, personnel, easy process and variety, service quality, and
cost. This study also presents how customers rank the factors by their priorities and the demo-
graphic differences in bank selection criteria. The total of 187 respondents from Taman University
(Skudai, Malaysia) was sampled. The findings reveal the first important factor in bank selection
criteria is "service quality" followed by "convenient”, "cost", "personnel”, "easy process and vari-
ety of product”, "communication technology", and lastly — "people influence". The findings also
indicate that there are differences between the respondent's demographic background and bank
selection criteria. These results are discussed in terms of their theoretical, practical and conceptu-
al implications of the differences between gender, age, marital status, level of education, and occu-
pation in their relation to bank selection.
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Micba Cazik, Caid-yp-Peman Xan, Myxamman Aonyp Py6 Xan
KPUTEPII BUBOPY BAHKY: 3A JAHUMMN MAJIAU3II

Y ecmammi npedcmaeaeno xpumepii eubopy 6anxy ¢ Maaaiizii. Axuenm 3pob.aerno Ha maxux
Kpumepisx: enaué iHwux arooeli, KOMYHIKauiiHi mexnoao2ii y GamKy, 3py4uicmo, nepcownai,
Ae2Kicmb OmpuManHs nocaye ma ix pizHomanimms, akicmo cepgicy ma eapmicmv. Oxpemo
onucano demoezpaiuni 3asexncnocmi y nobydosi cucmemu npiopumemie npu 6uGopi Gamky.
Onumyeanns 6yao npoeedeno na mepumopii Yuieepcumemy Taman (Ckyoaii, Maaaiizis).
Bubipxa onumyeanna — 187 pecnondenmise. Haiibiavw 3nauywum wuHHuKom cmaaa "sKicrmo
cepeicy", daai tidymo (no Mipi 3HUMNCEHHA 3HAMYWOCMI) 3pYHHICMb, 6APMICMb NOCAY2, NEPCOHAA,
AezKicmos ompumanHa nocaye ma ix piznomanimms. Haiimenw snauywum gpaxmopom cmae
énaue na eubip 6anxy inwux arooeii. Ilpu yvomy 00604i ouesudnumu € iOMiHHOCMI Yy NOGYO0BI
cucmemu npiopumemie Mmixc piHUMU COUIAIbHO-Oemozpadiunumu epynamu (3a cmammio,
GIKOM, CIMeliHUM CHaHOM, PiGHeM océimu ma cgheporo disabHocmi).

Karouoei caoea: xpumepii eubopy Oauky,; 3py4Hicmb, NepcoHAN; AKICMb cepeicy;, HUUHHUK
eapmocmi; Manaiizis.
Taba. 2. Jlim. 39.

Mucb6a Caguk, Caund-yp-Peman Xan, Myxamman Aoayp Pyo )fan
KPUTEPUUM BbIBOPA BAHKA: 110 TJAHHBIM MAJIAU3UU

B cmamve npedcmaeaenvt xkpumepuu evibopa 6anxa 6 Maaatizuu. Axyenm coeaan Ha
maxux Kpumepusx: eausiHue o0pyzux aroeli, KOMMYHUKAUUOHHble MeXHO.102Uuu 6 Oanke,
ydob6cmeo, nepconan, A€2KoCms NOAYHEHUsl yeaye U UX pazHoobpasue, Ka1ecmeo cepeuca u yend.
Omoeavno onucanvt demozpauueckue 3a6UcCUMOCU 8 GbICHIPAUGAHUU NPUOPUMIEMO8 npu
evibope Oanka. Onpoc Obir nposedén na meppumopuu Yuueéepcumema Taman (Ckyoaii,
Maaaiizus). Botbopxa onpoca — 187 pecnondenmos. Hauboaee snauumoim haxmopom cmaio
"kauecmeo cepeuca”, dasee udym (no mepe CHuMdCeHUs 3HavumMocmu) y006CcHeo, CHIOUMOCHDL
ycaye, nepconan, A€2K0Cms noAyHeHus ycaye u ux paznooopasue. Haumenee snauumotii haxmop —
saussnue Ha 6évibop opyeux awoeii. Ilpu 5mom 00604bHO 04e6UOHBL pa3auMUs 6 GLICHMIPAUGCAHUU
npuopumemog mexcoy pasHoIMi COUUAIbHO-0emozpaduueckumu pynnamu (no noay, 603pacmy,
CeMeliHOMY NoA0XNCeHUI0, YPOBHIO 00pa3osanus u cjhepe dessmeavHocmu,).
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Karouesvie caoea: kpumepuu evibopa 6anka; yooocmeo,; nepcoHan; Kayecmeo cepsuca; haxmop
yenvl; Manaiizus.

Introduction

In today's competitive world, banks have to work hard to meet customers' expec-
tations. Moreover, local banks have to compete with foreign banks and they have to
be creative in gaining customer loyalty. Due to intensified competition in banking,
marketing strategy makers have to play an important role in developing and identify-
ing strategy for a bank. Only those banks that able to apply the effective marketing
strategy in attracting and retaining customers, probably can grow and survive for the
long period. Given the fast changing market conditions, banking industry cannot stay
traditional focusing on getting customers from corporate and commercialized back-
ground only. They should start emphasizing on small entities, retail and individuals
because they are also making a profit and these types of customers can also contribute
to bank income.

This study is a part of a series research on enhancing the understanding of bank
operations. The purpose of this study is to examine the significant factor of bank crite-
ria for customer selection and how customers rank the factors according to their prio-
rities. This study also presents the analysis of demographic differences in bank selection.
In this research, there are 7 dimensions to represent the bank criteria such as: people
influence, communication technology, convenience, personnel, easy process and vari-
ety, service quality, and cost. The main objectives of this research are (a) to determine
the criteria that customers consider important when choosing a bank, and (b) to iden-
tify the choice criteria in selecting a bank with different customer background.

How can these criteria be helpful for a bank to give better services? The increase
of country's population contributes to the increase in demand for bank services. If
there are more banks in the industry, the wider is the customer choice. And these fac-
tors will help each bank in establishing successful marketing strategy and gaining cus-
tomer satisfaction.

The concern on how banking sector wants to attract more customers have got
much attention already (Boyd et al., 1994; Almossawi, 2001; Blankson et al., 2009;
Mokhlis, 2009; Mylonakis, 2009; Narteh and Frimpong, 2011; Katircioglu et al.,
2011). Their purpose was to examine the criteria which customer preferred when
choosing a bank.

Literature review

The researchers who conducted studies on this topic are — in Singapore (Ta and
Har, 2000), USA, Taiwan and Ghana (Blankson et al., 2007), Malaysia (Wan Ahmad
et al., 2008; Mokhlis et al., 2008, Mokhlis, 2009; Lajuni et al., 2010), India (Rao and
Sharma, 2010), Iran (Hedayatnia and Eshgi, 2011), Africa (Narteh and Frimping,
2011), and Italy (Katircioglu et al., 2011). All these studies focus on the criteria of
bank selection.

According to Martenson (1985), young respondents are more influenced by pa-
rents with choosing a bank. According to (Haron et al., 1994) Muslim and non-
Muslim customers have different opinions and choice in terms of bank reputation.
Non-muslim customers mostly emphasize on the reputational image of a bank.
Almossawi (2001), Cicic et al. (2004), Cretu and Brodie, (2007), and Jagersma
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(2010) conducted studies in Bahrain on college students as respondents and reveal
that the key factors determining bank selection are bank reputation, availability of
parking space near it, friendliness of bank personnel, and the availability and location
of ATM.

According to Rao and Sharma (2010), Musiime and Ramadhan (2011), Dude
and Akingbade (2011) and Aregbeyen (2011) bank has to set up high-tech services
such as ATM, phone banking, Internet banking to attract and retain more customers.
These results are in parallel with the research by Hedayatnia and Eshghi (2011) who
stated that bank customer are placing more emphasis on innovations in banking.

Martenson (1985) reveals that bank location, availability of loans and payment
of salary through certain bank are the reason for a Swedish bank customer choice.
Loroche et al. (1986), Khan (2010), Mariam (2011), Denton and Chan (1991),
Manrai et al. (2007) found that the highest ranking determinant factors in selecting a
bank are location convenience, speed of service and the factors related to competence
and friendliness of bank personnel. The study by Haron et al. (1994) found that
"friendliness of bank personnel" was an important factor for non-Muslim but it was
ranked third by Muslim customers. Zineldin (1996) shows that friendliness of
employees, modern facilities, and drive-in services are less important for customers
when choosing a bank.

Other findings reveal the most vital factor are employees being friendly and cour-
teous, parking facilities, loyalty program, good brand name, security arrangement
and low bank charges for local and international transactions (Rao and Sharma,
2010; Manrai et al., 2007; Narteh and Frimpong, 2011).

A study conducted in Turkey reveals that the availability of credit is more impor-
tant for university educated customers (Kaynak et al., 1991). On the other hand,
Kaynak and Kucukemiroglu (1992) also reported that a wide range of services offered
are considered more important by those who maintain savings accounts. Similarly,
Amossawi (2001) conducted a study in Bahrain and found that a variety of services
offered was the 8th important criteria and he also indicated that young people scored
high in a variety of services offered. On the other hand, the studies by Cicic et al.
(2004), Khurana and Singh, (2011), Devlin and Gerald (2004) focus on the criteria
of bank selection in the Southeastern European country and reveal that the main fac-
tor is the ease of opening a current account. Kaynak and Kucukemiroglu (1992),
Jantan et al. (1998) argued that the important factors in choosing a domestic or a fo-
reign bank in Hong Kong were fast and efficient services.

According to Cohen et al (2006), Lajuni et al. (2010), Hedayatnia and Eshghi
(2011), Aregbeyen (2011) service quality is an imperative element impacting cus-
tomer satisfaction in banking which includes convenience, reliability, service portfo-
lio, and critically, staff delivering services.

Hypotheses

Based on the conceptual framework, 4 hypotheses are formulated:

H1: Bank criteria items are not effective in customer bank selection decision.

H2: Bank criteria factors are not effective in customer bank selection decision.

H3: There is no correlation between bank selection factors criteria.

H4: There are no significant differences between the respondents’ demographic
factors and bank selection factors criteria.
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Research instrument

In this research the quantitative approach has been used. The main reason for
choosing this method was that the variable used in this study can be easily measured
quantitatively. On the other hand, according to Blanche, Durham and Painter (2006),
Maylonakis (2009) and Mariam (2011) a quantitative study is beneficial because find-
ings are more generalizable.

As much as 200 questionnaires were distributed and out of them 187 were use-
able and added for data analysis. The random sampling technique is used. The target
population includes employees and students. Efforts were made to achieve the gender
balance in the selection of respondents.

To determine the criteria items that customer considers important when choos-
ing a bank the current study used mean and standard deviations. To identify the
choice criteria factors in selecting a bank with different customer background: "one
sample independent t-test" and "One-Way ANOVA test" are used.

Findings and analysis

Table 1. One-sample statistics and test for bank selection criteria

NO. Ttems Mean Std.dev. T. Test Rank
1 |Fast and efficient services 4.5722 061248 [60.34 (.000) 1
2 |Ease of obtaining a current account 44278 068696 |57.88 (.000) 2
3 [Low service charge 4.4332 072555 [58.33 (.000) 3
4 |Respect and consideration by employees 44118 067718 [56.95 (.000) 4
5 |Convenient ATM location 4.3316 096566 | 54.54 (.000) )
6 |A bank located near home or a workplace 4.3155 058835 [55.23 (.000) 6
7 |Willingness of staff to help 4.2834 068775 |54.67 (.000) 7
8 |High interest on saving account 42513 062728 [55.22 (.000) 8
9 |Lower interest on loan 4.246 066674 |52.21 (.000) 9
10 |Availability of parking space 4.2353 100976 [43.87 (.000)| 10
11 |Credit and debit cards 4.2139 062838 |49.77 (.000) 1
12 |Financial counseling 4.2032 096798 | 44.44 (.000) 12
13 |Quality of customer services 41711 101209 |42.56 (.000)| 13
14 _|Accuracy of service transaction 4.0535 056543 |47.88 (.000)| 14
15 |Ease of obtaining a loan 4.0321 053785 [46.43 (.000)| 15
16 |Hours of operation 3.877 045301 [40.22 (.000)| 16
17 |Confidence in bank manager 3.8663 049545 [38.98 (.000)| 17
18 |Mass media advertisement 3.7647 083488 [36.55 (.000)| 18
19 |Bank charges are competitive 3.738 082358 [36.22 (.000) 19
20 Being informed of new services and 37005 093679 |33.76 (.000)| 20

product

21 |Internet banking 3.6738 101362 [23.43 (.000) 21
22 |Knowledgeable and competent staff 3.6417 074413 |31.43 (.000)| 22
23 |Friendly receptionist 3.5294 069013 |30.32 (.000)| 23
24 |Range of products 3.492 0.7716  |29.66 (.000)| 24
25 |Telephone banking 3.3797 085523 |21.34 (.000) 25
26 |Reputation 2.6096 111804 [12.56 (.000)| 26
27 |Recommendations by relatives 24973 096928 |13.87 (.000)| 27
28 |Recommendations by friends 2.2834 108751 | 9.43 (000) 28

Source: authors’ calculations.
"One-sample t-test" is used to meet the objective of the study and the findings are

shown in Table 1. The 5 most important criteria for customer selection in ranking
order can be stated as: "fast and efficient services" (4.57), "ease of obtaining a current
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account” (4.43), "low service charge" (4.43), "respect and consideration by employ-
ees" (4.41) and "convenient ATM location" (4.33).

These results show that hypothesis H1 should be rejected because all the p-val-
ues are less than 0.05 and it shows that the variables are effective in customer decision
for bank selection. H2 "Bank criteria factor are not effective in customer bank selec-
tion decision" is rejected for all the factors.

Table 2. Pearson correlation matrix for the selected dimension

(1) (2) (3) 4) (5) (6) 7
(1) People influence 1
(2) Com. technology | -0.008 1
(3) Convenience 0.051 -0.046 1
(4) Personnel 0.036 0.025 0830** 1
(5) Easy process -0.073 0.045 0073 0.153* 1
(6) Service quality 0.003 0.024 0744** | 0.549** 0.156*
(7) Cost 0.098 -0.035 0097 0.064 0.07 0.156* 1

Source: authors’ calculations.

As Table 2 indicates, "between convenient and personnel”, between convenient

and service quality"”, "between personnel and easy process and variety of product”,
"between personnel and service quality”, "between easy process and variety of prod-
uct and service quality”, and "between service quality and cost" there is a significant
correlation. However, these correlations are either low, or moderate and thus H3
(There is no correlation between bank factor criteria) is rejected since the correlations
are significantly correlated, except for those that are not mentioned.

Conclusion

The finding on the customer different background did not constitute a homoge-
neous group although both males and females emphasize on service quality as the
most important factor but the cost factor was ranked second by males and third — by
female respondent. As for the age groups, it is shown that there are different choice
criteria among groups. Service quality is ranked first by the respondents younger 25
years and in between 35—46, and is ranked second in the group 26—35 and older than
46. The race group shows the similarity in the factor of people influence as the least
important. However, Malay, Chinese and Indian groups ranked service quality as the
first factor, while other group ranked it second.

Married and single respondents rank service quality as the first one but divorced
respondents ranked it as the fourth factor. The level of education did not give too
many differences in the ranking. The respondents with SPM, diploma, and degree
show that service quality is the most important criteria. Lastly, occupations' analysis
shows employees and business people are more focused on service quality while
unemployed and students rank it second.

The analysis shows that fast and efficient is the first important factor, similar to
several studies (Kaynak and Kucukemoroglu, 1992; Haron et al., 1994; Jantan et al.,
1998; Rashid and Hassan, 2009; Lajuni et al., 2010).

Based on the conclusion of this study, the authors suggest that bank management
should take into account the most influential factors such as "fast and efficient ser-
vices", "ease of obtaining a current account”, "low service charge", "respect and con-
sideration by employees”, and "convenient ATM location", while formulating their
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policies. In addition, all bank employees should have high moral values and build
good relationship with customers. All these criteria should be considered seriously in
designing bank marketing strategies.
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