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ABSTRACT

This study seeks to identify the impact of Al Chatbot service quality on customer
satisfaction and loyalty among bank customers in Malaysia as well as customer
viewpoints on perceived Al Chatbot service quality. The study conducted a mixed-
method sequential exploratory approach by conducting a preliminary qualitative
elicitation study to measure the dimensions and indicators of the phenomenon of
interest—in this case, service quality of Al chatbots. Five discussants were part of the
qualitative elicitation study which provided inputs to build the survey instruments for
the quantitative study. The results of this study found that customers perceived Al
Chatbot dimensions of reliability, responsiveness and empathy were important in
offering services to the customers. This study investigated the relationship between
customer satisfaction towards the bank and Al Chatbot, and analysed the impact on
customer loyalty and the service quality. 310 sets of questionnaire data were collected
from respondents having experience with using Malaysian banking service. Thirteen
survey instruments for the questionnaire were adopted from previous literature, and
fourteen of the remaining survey instruments were built from the result of the
exploratory study. Statistical Package for the Social Sciences (SPSS) was used to
conduct the preliminary data analysis and Analysis of a Moment Structures (AMOS)
was used to analyse the relationship between all independent and dependent variables.
The findings indicate that customer satisfaction towards the bank positively impacts
customer loyalty towards the banks. On the other hand, the analysis revealed that
customer satisfaction towards Al Chatbot has a full mediation relationship through
customer satisfaction towards banks and customer loyalty. The research result further
exposed that service quality Al Chatbot is insignificant with customer satisfaction
towards the bank due to the limited exposure to utilising Al Chatbot as customer
services. However, the study results found that service quality of Al Chatbot
significantly influences the level of customer satisfaction towards the Chatbot. This
study contributes to the body of knowledge by providing empirical results for improving
and enhancing use of technology in customer services. Also, this study contributes
theoretically by introducing a new construct of framework. The finding of this study
will be valuable for researchers and the banking industry. The discovery paves the way
for further research avenues in developing countries around the world.
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CHAPTER ONE
INTRODUCTION

1.1 INTRODUCTION

This chapter provides a simple overview of the research, following the introduction with
an inspection background of the study that is explored. The following section provides
the statement of the problem that occurs in the present study whereby the researcher
examines critical justification for conducting the research and continues with an outline
of research questions and objectives of the study. It is followed by the significance of

the study and the structure of the thesis is outlined briefly in each chapter.

1.2 BACKGROUND OF THE STUDY
Often known as Artificial Intelligence (Al), Machine Learning, and Big Data Analytics,
all of these terms have carried some similarities in their definition because these systems
are all built using programme methods that understand, behave, and make judgments
like humans. With the advent of artificial intelligence, the next revolution in industry
happened, following digital innovation and more and more businesses using artificial
intelligence to enhance the company's success. Al is most commonly found in insightful
and supportive performance and actions performed by software, devices, or robotics
that are in support of humans and companies (Prentice, Dominique Lopes, & Wang,
2020).

In the current study, the primary Al tool is focusing on the adaptation of Al
Chatbot in customer engagement via customer service in the banking sector. In Al
Chatbot technology, a computer program provides the power to participate in a

constructive, conversational interaction with a human user without direct human



control. This enables chatbots to serve as customer service, answering queries and
delivering details. In a report issued by Accenture (2017), approximately four out of
five banking sector professionals believe that artificial intelligence will have a
revolutionary impact on how banking is carried out. According to the report, artificial
intelligence will have an impact on banking by improving the customer experience. In
their report, they also stated that banking goods and services would become more
customized by fostering consumers' belief that their banking institutions recognize
individual needs and desires, and that the business strives to best serve its customers.

However, the introduction of Al Chatbot technologies in the banking sector does
carry the potential for challenges and risk. The challenge comes when it is likely that
consumers will choose to communicate with people with certain problems, which
implies Al-based interfaces are refused (Kelly, 2017). McKendrick (2018) stated that
Al may only perform basic activities but not work. This claim concurs with Prentice,
Dominique Lopes and Wang (2020) which mentioned it is just low-skill, low-wage
work that is particularly vulnerable to being substituted by robotics. In other words,
these Al Chatbot services can facilitate human tasks rather than eliminating them. In
contrast, Anna and WeiRensteiner (2018) believe that chatbots will begin to develop as
a 'better way to interact," allowing the chatbot to be more popular than today's mobile
applications and provide a more convenient experience for the user.

The Al Chatbot will act as an agent for customer services in assessing them as
problem solvers. The service quality portrayed by their Al Chatbot will influence the
level of customer satisfaction toward the Al Chatbot and bank, which will influence
their intention to remain with the bank. This pandemic that occurred globally is one of
the major catalysts for Al Chatbot to be utilized more and to maximize their function in

addressing the constraints of a company faces in reaching out to customers. Throughout



the coronavirus (COVID-19) pandemic, institutions like as the Centers for Disease
Control and Prevention (CDC) and the World Health Organization (WHO) have used
chatbots to aid with routine tasks such as offering personal help and giving self-
prevention information (Miner, Laranjo, & Kocaballi, 2020). In Thailand, the
Department of Disease Control (DDC) has faced overwhelming numbers of calls from
the public regarding the COVID-19 in the earliest days, that they decided to create an
Al Chatbot to be used to support the hotline service where it communicates on behalf
of public health authorities (Chonnatee et al., 2020).

The present study aims to break down the service quality dimension of Al
Chatbot as perceived by the user based on their experience. This will be focused on the
customer's overall satisfaction with the bank’s services and customer satisfaction with
the Al Chatbot impact on customer loyalty to the bank as well as the Al Chatbot service

quality dimensions.

1.3 PROBLEM STATEMENT

The implementation of Al chatbot, the new technology where a computer-based
program acts as a real-life assistant while simulating human conversation, in the
financial services industry is still at its very nascent stage. However, there have been
expectations that this technology will take over the mundane responsibilities of
customer service representatives while freeing up a significant amount of financial and
human resources that could be channelled towards a higher value creation activity
within the value chain. According to Yellin (2009) it costs on average $7.50 per call to
have a live American agent to answer a call. Freeing up and efficiently deploying this
significant amount of financial and human capital may become an essential source of

competitive advantage, specifically when faced with disruptive forces that have been



reformatting the banking sector for the last couple of years at an unprecedented pace.
In line with this trend, several banks in Malaysia have also started to make use of Al in
their financial services. For instance, HSBC Bank launched Chatbot Amy for their
corporate banking clients. Meanwhile, CIMB Bank launched an Enhanced Virtual
Assistant in December 2016. These Al can provide a response to banking queries 24/7
instantly when a customer is in need of information.

Despite its great potential, customer adoption of Al chatbots lacks momentum
(Adam, Wessel, & Benlian, 2020). However, a business entity that intends to adopt Al
Chatbot in their customer services system has to understand the main reasons for
utilising chatbots were to boost consumer satisfaction by improving engagement and
making services more personalised. Today, real-world market opportunities have now
started to be delivered through artificial intelligence. According to Liu (2018), the level
of acceptance of Al chatbots by customers worldwide in the banking sector, as of 2017,
has reached the 20 per cent level. These statistics depicted the interest of a consumer in
interacting with the Al rather than live customer service representative for their
customer service enquiries. In tandem with these findings, a survey conducted by
Jassova (n.d) indicated that almost 75 per cent of respondents would still prefer the
customer service queries to be handled by the live customer service agent, while only
13 per cent have expressed their confidence in using Al chatbot as the customer services
assistance. These findings are also supported by the survey conducted by Staff (2018)
where almost 50.7 per cent of respondents found the idea of using chatbot for customer
service as uncool and expressed their preference to continue dealing with live customer
services. Furthermore, the State of Chatbot Report (2018) showed that 43 percent of

respondents would still prefer to deal with a real-life assistant rather than using a



chatbot. The above statistics are strong evidence of the fact that customers at large are
still very uncomfortable with the usage of chatbots in customer services.

The Malaysian banking sector has utilized the advancement of technology today
in providing their services to the customers. It is crucial for every bank to focus on their
service quality to attract new customers to their bank. However, keeping the existing
customers is arguably more important than capturing new customers. Therefore, it is
vital for the bank to assess their customer service quality by using Al Chatbot as it may
influence customers’ satisfaction.

Given the aforementioned advantages and strategic importance of Al chatbots
implementation for the customer services within the financial services industry, a very
cold response from the general public towards this technology poses a severe challenge
to the banks. Thus, this is also due to the fact that, according to Grant (2013), 85% of
customers will retaliate against the company with bad customer service and 49% of
customers just stop doing business with the company and silently walk away. This
warrants the importance of a close and detailed exploration and understanding of the Al
chatbot users’ experience. The purpose of this study is to identify and explore the
capacity of Al Chatbot service quality which impacts on customers’ satisfaction in
influencing their loyalty towards the bank. Therefore, it is vital for the bank to assess
their customer service quality by using Al Chatbot as it may influence customer
satisfaction.

Al Chatbot is something that can provide the same information in the website
but they are only look similar but not the same type of service quality. Their service
quality is more profound in terms of direct answer in queries required by the customer
and the readiness of information that store up in their system. SERVQUAL is the

established theory in observing the service quality that observe the overall outcome in



delivering the services by an organization. Service quality of an Al Chatbot from
different industry was explored through the discussants because there some Al Chatbot
attributes were present and some are not. Hence, getting to the depth of customers’
appreciation in receiving service from and organization is vital in order to influence
them to be loyal customers. Directly, customer satisfaction will be imprinted on the
customers' loyalty to them. Hence, delivering good customer service quality to them is
essential to ensure the business will keep running for a long period. To the best of
researcher knowledge, it found that there are only a few studies that have been done
currently with regards to the customer service quality of Al Chatbot in the Malaysia's
banking sector. Therefore, this research endeavours to fill this gap which will benefit

the Malaysian banking sector in the future.

1.4 RESEARCH QUESTIONS
As previously stated, in accordance with the background of the research and the problem
statement, the study has been generated to answer the following main questions:

1. What are the dimensions of the service quality of Al chatbot as perceived
by Malaysian bank customers?

2. Does the perceived service quality of Al chatbot influence customer
satisfaction towards the Al chatbot and customer satisfaction towards the
bank?

3. Does customer satisfaction towards Al chatbot influence customer
satisfaction towards the bank?

4. Does customer satisfaction towards chatbot and customer satisfaction

towards banks influence customer loyalty towards bank?



5. Does satisfaction towards the bank play mediating role between customers

satisfaction towards the Al chatbot and customer loyalty towards the bank?

1.5 RESEARCH OBJECTIVES
This study as an illustration of the research questions aim to realise the following
objectives:
1. To explore the dimensions of the service quality of Al chatbot as perceived
by Malaysian bank customers.
2. To identify the most influential dimension of the service quality of Al
chatbot.
3. To examine the role the customer satisfaction towards Al chatbot plays in
relationships between customer satisfaction towards the bank and customer
loyalty towards the bank.

4. Provide recommendations to the bank with regards their Al chatbot strategy.

1.6 SIGNIFICANCE OF THE STUDY

This research is particularly relevant because of the numerous aspects it covers. It can
be contributed to the banking and financial service industries. Further, the study may
also serve to contribute to the overall body of knowledge about Al Chatbot, which will
be integrated into the standard of service quality. As far as the researchers' best
knowledge, there has not been any prior empirical study performed on the subject matter
in the Malaysian context. Since the introduction of Al Chatbot into the customer service
sectors in banking is still in the experimentation and exploration phases, this topic is
new and unique, and doing so is an enticing choice. This study intends to make a

variation on the administrator or bank's continuing research and development on Al



Chatbot advancement. It attempts to contribute by reinvigorating Al Chatbot as a
personal agent that interacts with customers in their day-to-day lives.

The outcome of this study was anticipated to support financial institutions by
providing them with an accurate understanding of the necessary levels of investment in
their own Al chatbot design and growth to further enhance their services. The
knowledge and ideas learned from this study may also be useful in research in a similar
field from other regions in exploring the prospects and challenges of adopting Al
Chatbot in their organization. This Al Chatbot adaptation may have an effect on
customer satisfaction as well as their intent to remain loyal to the organization.

This study also allows the Malaysian banking sector to enhance their customer
service by leveraging interactive technologies by using Al Chatbot to provide an
opportunity for customers to communicate with them in an efficient way. In addition,
banks should use what they have observed and appreciate about public sentiment and

opinions on Al Chatbots to extend and improve their own Al Chatbot.

1.7 ORGANISATION OF THE CHAPTERS

This thesis is organized into five chapters and each chapter focuses on a particular
subject as followed: The first chapter, which is the introductory chapter, reflects on the
purpose of the research and focuses on subsections such as the background of the study,
problem statement, research questions and objectives, and the significance of the study.
The second chapter is a literature review that discusses previous studies done by
scholars and researchers on Al Chatbot, customer satisfaction, customer loyalty, and
service quality. Chapter Three of the thesis discusses the methodology adopted to
conduct the current research. Chapter Four includes and shows all the results and

discussion after the analysis has been done. Chapter Five, as the final chapter of this



thesis, provides recommendations, limitations and answers to all the research questions

of current study as well as suggested areas for future research.



CHAPTER TWO
LITERATURE REVIEW

2.1 INTRODUCTION

This chapter highlights prior scholars' work on Al as applied to chatbots, notably in the
banking sector. This chapter has five sub-divisions: in the beginning, researchers
discussed the role of Al in the banking sector. Followed by the topic of the relationship
between satisfaction and customer loyalty, and service quality and customer
satisfaction. It continues with the dimension of service quality for Al Chatbot and a

summarised conclusion.

2.2 ROLE OF Al IN BANKING SECTOR

According to Techopedia, the definition of Al is an area of computer science that
emphasises the creation of intelligent machines that work and react like humans that are
able to do activities such as speech recognition, learning, planning and problem-solving.
Al is not a new concept in the financial services sector, as the banking sector has long
used it to detect fraud or money laundering in its early phases, as well as for risk
assessment and credit scoring (Koning, 2016). Therefore, it is imperative for the
Malaysian banks to embrace all the technological changes that have happened and
brought them into the financial services. In 1994, Bill Gates once said, "Banking is
essential but banks are not". The rise of Fintech and challenger digital banks are getting
full licenses in establishing their company and this enormous change has been driven
by changes in consumer demands where consumers want to experience their financial

transactions in the most frictionless and efficient way possible.
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