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Abstract

Purpose - The purpose of this study is to develop an integrated model of to-
tal quality management (TQM), knowledge management (KM) for Malay-
sian digital banking financial crime mitigation to enhance bank reputation.
Design/methodology/approach - The quantitative study has been carried out
in Malaysian banks. Data were collected from 100 employees the executive
management team level and above in banks dyads working in Malaysia and
is analyzed through structural equation modeling technique using SPSS 22.0
and SmartPLS 2.0. Findings - The results reveal that Integrating Total Qual-
ity Management Practices and Knowledge Management Processes helped in
Enhancing Malaysian Digital Banking Reputation, which combat financial
crimes through strengthening its anti-money laundering and terror financing
capabilities, so as to maintain their global competitive edge in this domain. Re-
search limitation/recommendation — the study is only focusing on the digital
banking service in Malaysia. There have digital bank where are different with
digital banking and also digital banking service in Malaysia might have some
different compared to other countries. Hence, there have not standardization
of digital banking to be measured. Practical implications — This Findings of
study can be utilized by banks to Enhance digital banking reputation, which
has been identified as a key to growth and development. Originality/value
This study complements the previous researches and seeks to extend literature
in digital banking. Malaysia still in earlier stage of adopting digital banking.
Hence, reputation can influence decision and confidence of customer.

Keywords: Total Quality Management, Knowledge Management, Bank Rep-
utation, Digital Banking
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Integrando las practicas de TQM y la gestion del cono-
cimiento para mejorar la banca digital en Malasia

Resumen

Propésito: El propdsito de este estudio es desarrollar un modelo integrado
de gestion de calidad total (TQM), gestion del conocimiento (KM) para la
mitigacion del delito financiero bancario digital de Malasia para mejorar
la reputacion bancaria. Disefio / metodologia / enfoque: el estudio cuanti-
tativo se ha llevado a cabo en bancos de Malasia. Los datos se obtuvieron
de 100 empleados del nivel del equipo de gestion ejecutiva y superiores
en las diadas de bancos que trabajan en Malasia y se analizan mediante la
técnica de modelado de ecuaciones estructurales utilizando SPSS 22.0 y
SmartPLS 2.0. Hallazgos: los resultados revelan que la integracion de las
practicas de gestion de calidad total y los procesos de gestion del conoci-
miento ayudaron a mejorar la reputacion de la banca digital en Malasia,
que combate los delitos financieros mediante el fortalecimiento de sus ca-
pacidades contra el lavado de dinero y el financiamiento del terrorismo, a
fin de mantener su ventaja competitiva global en este dominio . Limitacién
/ recomendacion de investigacion: el estudio solo se centra en el servicio
de banca digital en Malasia. Hay bancos digitales que son diferentes con
la banca digital y también el servicio de banca digital en Malasia podria
tener algunos diferentes en comparacion con otros paises. Por lo tanto, no
existe una estandarizacion de la banca digital para medir. Implicaciones
practicas: los bancos pueden utilizar estos resultados de estudio para me-
jorar la reputacion de la banca digital, que se ha identificado como una
clave para el crecimiento y el desarrollo. Originalidad / valor Este estudio
complementa las investigaciones anteriores y busca ampliar la literatura en
banca digital. Malasia atin se encuentra en una etapa temprana de adopcion
de la banca digital. Por lo tanto, la reputacion puede influir en la decisioén
y la confianza del cliente.

Palabras clave: gestion de la calidad total, gestion del conocimiento, rep-
utacion bancaria, banca digital
1. Introduction

Economy always is a critical and significant issue to every country even
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in global. The eighth goals of sustainable development goals (SDGs) is
concerned about decent work and economic growth (SDGS, 2017). One of
the strategic thrusts in Malaysia Plan-11 is re-engineered economic growth
for increasing prosperity. Gross Domestic Product (GDP) is a statistical
method to represent economic performance according to figure shown in
a region or country (11th Malaysia Plan, 2018).According to Department
of Statistics Malaysia, service sector has the major contribution (54.5%)
to GDP Malaysia total RM1,174.3 billion in year 2017. Financial service
is one of the key contributors in service sector. Banks is one of the board
range of business in financial services. Bank plays a vital role in develop-
ing a progressive and inclusive financial industry that involves maintaining
the key principles of financial stability at all times, ensuring effective and
effective financial intermediation, and contributing to economic growth
and development.

Banks also need to keep improving, updating and changing their service
with the fluctuating market and needs of customers. Majority of banks
have providing a new service, named as “Digital Banking” to enhance cus-
tomer experience There is a confusion between electronic banking which
is considered as the online banking and the another type of banking which
is called digital banking. Moreover, the online banking is considered as
a part of the digital banking. Online banking is also known as internet
banking or electronic payment system (Kauffman & Weber, 2018).. The
simple explanation is checking balance, transferring money and paying
bills through online either desktop or smartphone (Forder, 2005).All the
conventional banking activities only provide services to customers when
they are physically in the branch of bank while digital banking is moving
toward digitalization which ease the process of banking activities and con-
venience to customers (Chapra, 2000).A comprehensive consolidation of
projects by bank at front-office, middle-office, back-office to enable entire
journey of digital banking. In other words, digital banking has the same
features as headquarters, branch office, online service, bank cards, ATMs
and sales point computers. In Malaysia, CIMB bank is started moving for-
wards to digital banking services due to the trends of market and needs of
customer. CIMB Bank Bhd CEO said more than 95% of customers’ trans-
actions are performed via digital or self-service platforms (Dhesi, 2018)..
Apart from CIMB bank, digital banking also performed in Hong Leong
bank, Maybank, Public bank, RHB bank, and UOB bank (Vincent, 2018)..
Malaysia still in earlier stage of adopting digital banking. There might
have some challenges occurred during this adopting stage. Customer al-
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ways seek for flawlessly and highly efficiency services. High reputation
bank will be the main choices of customer. Once there any rumors such as
bank going bankrupt, peoples will rush to withdraws their money (Prasad,
2017).Hence, reputation can influence decision and confidence of custom-
er. Therefore, there need to have a precautionary measures or guidelines
on digital banking.

Financial crime is considered as one of the biggest challenges in banking.
The financial crime is a concern of entire society due to its case number
has gradually increased in world (Tom, 2016). The financial crime brings
various negative impact in different level and result in hot topic through-
out the world (Goldrick, 2018). In general, financial crime is covering
wide range of offences. For instance, electronic crime, money laundering,
terrorist financing, fraud, bribery and corruption, market abuse and insider
dealing, and information security (Jill, 2016). One of the most common
tricks is offenders ask Malaysian housewives to help them to do trans-
action with a huge amount through their account and transfer money to
another oversea account by giving a few hundred Ringgit Malaysia as
commission to them. Those who lacked knowledge or awareness house-
wives will believe this trick as a simple and quicker way to earn their extra
pocket money (Triona, 2018) All these criminal issues occurred will affect
the reputation of bank which also will reduce confidence of customer to-
wards to bank (Tim, 2016).This issue happened might be due to the care-
less of employees in banking or employees do not have such knowledge
to handling or checking. As staff of bank, they have the responsibility to
aware and prevent these crimes to be occurred. In this case, bank need to
have the system as protection to prevent any mishap happened. All related
staffs of bank should also be trained and educated to face these problems.
On the other hand, good reputation can be continuing to get the trust and
confident from customer. Moreover, it is not only can sustain even to at-
tract new customer. As a result, in this research to develop TQM and KM
to overcome the financial crime in digital banking in order to shield the
bank reputation. Integrated model of total quality management (TQM) and
knowledge management (KM) are beginning from (Honarpourand Nor,
2017). The researchers said that TQM can help to produce superior prod-
ucts and attain extreme high satisfaction in customer perspective that is a
competitive weapon in e-Commerce. On the other hand, KM could gain
synergy from TQM experiences because the significant commonalities. In
this particular study, the author has assessed the status of TQM and KM
and documented a level of quality and knowledge on digital banking and
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bank reputation A review of TQM and knowledge management models
and studies in Malaysia banking system is provided, a conceptual model
is suggested, and a study survey is perf or The data collection process is
in the form of survey and the aimed community is a chosen of staffs of the
Malaysian Banks. as CIMB bank, Hong Leong Bank, Maybank, Public
Bank, RHB Bank and UOB Bank.

2. Literature review

Digital banking is the application of technology to all banking activities,
processes and programs, making the customer’s experience simple, easy
and convenient and eliminating the need to be physically located. Digital
banking also involves online banking and provide more function and ser-
vices (Assistant, 2011).. Digital banking depends strongly on big data, an-
alytics and artificial intelligence to enhance the experience of the customer
beyond “credit and debit”. Typically, online banking involves building on a
banking relationship that started from physical location (Kumawat, 2014).
Digital banking relationship usually starts and stay entirely online (usually
on a smartphone application) without the need to visit any physical loca-
tion branches. Currently, online marketing strategy is a common business
strategy in competitive business environment. With the development of
internet, it is unavoidable for banks to make steps towards providing dig-
ital banking for customers. The existing bank branches still remain the
most traditional method for conducting banking transactions, but personal
financial services had changed the way, design and deliver to customers,
through internet technologies (Wang et al., 2003). (Shih, 2004) define in-
ternet banking as a current kind of information system that utilizing the
resources of the internet and www (world wide web) in order to make
their customers make their financial tasks in a very convenient way. For
instant, internet platform can have a wide range of banking transactions
electronically service via bank’s website also known as online banking
(Tan and Teo, 2000).In the beginning of online banking contained their pri-
marily products and services information for their customers. Now banks
use online banking even digital banking as a transactional and informa-
tional medium due to the development of asynchronous and secured elec-
tronic transaction technologies. Therefore, online banking users can do
some banking transactions such as pay bills, transfer funds, check account
balances, top up prepaid card, writing cheques. Online banking has provid-
ed “one stops service and information unit” that can give great benefits to
banks and customers (Tan and Teo, 2000).
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Digital banking operates same way as traditional banking services. The es-
sential comparison and difference of digital banking and traditional bank-
ing is customer do not need to write their information on paper and hand
it to counter staff, customer only need to access their account and infor-
mation, making payments and reconciling statement complete it through
online. Digital banking services are critical elements as competitive ad-
vantages for long term survival of banks in current electronic commerce
world (Tan and Teo, 2000). Before twenty centuries, some researchers
predicted the market for online banking will be growing dramatically and
affect the competitive advantages of traditional physical bank branches
(Kumawat, 2014).The advantages of convenience, and anytime, anywhere
service access with digital banking service channel through smartphone,
desktop, internet are important to banks’ survival (MBAMA, 2017).Dig-
ital banking services can enhance customer experience are arguing by
some researchers (Martins et al, 2014)..Digital banking services can help
to reduce some unnecessary expenses such as the cost of banks with post
statement letter to customer, face-to-face transactions between staff and
customer in branches, paper for number waiting, utilities and so on. In this
modern era, customers want there have comparable levels of interactions
between the ease of social media and digital banking services (Dootson et
al, 2016).

2.1 Total Quality Management

The implementation of TQM in firm can improve the quality of products
and services (Yusuf, 2014). However, there are difficult to make a conclu-
sion on the practice and dimensions of TQM due to the different method
used by scholars (Hoang and Laosirihongthong, 2010). According (Bon
and Mustafa, 2013), the first generation of developed measurement TQM
practices was done by (Saraph et al., 1989). Those TQM practices are
selected and based on the previous empirical studies. The eight TQM prac-
tices are role of quality department, training, process management, the
architecture of the product, supplier quality management, the reporting of
the data quality, top management leadership, and relationship of the staffs.
Customer focus in service industry, customers are the main resources in-
come. Delighted clients are the primary determinant for the company’s
service industry’s sustainable competitive advantage. The survival and
success of a company is depending on retaining current customer and at-
tracting new customer (Sanuri and Mokhtar, 2013). Therefore, bank need
to satisfy needs, meet expectations and fulfil the desires of customers in
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order to maintain loyalty of customers. Hence, customer focus can im-
prove efficient productivity by decreasing the inner and external costs of
failure and ensuring that only those products that are in demand are gen-
erated. (Tsang, & Antony, 2001) found that customer focus is the most
important factor for TQM implementation in the UK service industries.
The important of customer focus also conducted in the studies by (Abdal-
lah & Matsui, 2008)and (Samat & Saad, 2006). This statement had been
argued in (Sit, et al., 2011) which stated focusing on customer was not a
vital element in service quality in commercial banking industry Malaysia.
Top management commitment or organisational commitment is the key of
success of the quality improvement program or activities. Totally commit-
ment of top management is able to influence the lower levels of an organi-
zations (Tsang, & Antony, 2001). Top management can also create values,
goals, and systems in order to satisfy customer expectations and increase
organisational performance ( Ahire et al., 1996). Top management invests
in economic and human resources to attain the objectives as they are the
drivers of quality management policies. (Teh & Yong, 2008) mentioned
top management able committed on director the organization and assess
organizational performance. The result of ( Loay & Jamal, 2015) pro-
vide supporting evidences to show there have exist a strong relationship
between top management commitment and organizational performance.
Some authors argue that top management commitment was not signifi-
cantly associated with quality performance (Sit, et al., 2011) and (Talib,
Rahman and Qureshi, 2013).

Management of human resources is one of the key TQM methods for im-
proving business and leadership procedures (Deros et al., 2006). In (Sila,
2018) also noted that management of people have positive relationship
with operational performance. Human resource management have essen-
tially linked with customer satisfaction (Sit et al., 2009). Teh et al., (2008)
found that empowerment have positive effect on role conflict. The previ-
ous study showed that proper human resource management can signifi-
cantly enhance the quality of service in Malaysia’s commercial bank (Sit,
et al., 2011). Continuous improvement is one of the major TQM practices
which matching with the aims of TQM to improve the quality of product or
service. (Talib, Rahman and Qureshi, 2013) showed that this practice was
included in a relatively large number of studies on TQM.

Continuous improvement consists the incremental improvement and
the break-through improvement. Both of them are part of the daily op-
erations of manufacturing and service business units (Sulieman & Amr,
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2013). The intentions of continuous improvement are solving problems,
providing equipment and improving other resource’s quality. There is a
need to monitor and improve continuously the process performance and
employee performance. The advantages of continuous improvement can
help to eliminate defective products, reduce waste or buffer in manufac-
turing sector (Tsang & Antony, 2001). Many organizations reduce their
all non-value adding activities to a minimum on all aspects and functional
areas in order to increase their operational performance (Hyland et al.,
2000). Hence, continuous improvement is an essential requirement for im-
plementing TQM in organization because it can help to achieve excellence
performance (Al-Mukyad, 2006).

Leadership is one the most important practices of TQM due to leadership
can identify the direction and establish vision even lead the organization
to high expectations of performance (Deming, 1986). Through build and
maintain a good leadership system will improve organisational perfor-
mance, promote legal ethical successful, and produce successful organ-
ization (Porter, 1993). Leadership is most relevant to the characteristic
and principle of TQM which supported by senior management involve-
ment and commitment (Sila, 2018) Senior manager shows their leadership
through correct management behavior and lead the TQM programme at all
stages. Sulieman & Amr (2013) proved that leadership have a statistically
significant effect on service quality in Jordan’s cellular communication
sector. Sit et al. (2011), showed that there had a positive link between the
service quality and leadership in Malaysia’s banking industry which this
outcome does not similar to the research conducted by Patel (Samat &
Saad, 2006).

Training and education is crucial and management team should the imple-
mentation of TQM is lead to a long-term commitment, not an immediately
outcome. Training and education had more positive impact in service in-
dustry compared to manufacturing industry(Ooi, 2015).TQM system im-
plemented efficiently through having training and education on employ-
ees. (Talib, Rahman and Qureshi, 2013) mentioned that for the purpose
of success the implementation of TQM, manager, employee and workers
need to undergo training class to be familiar with the tools and techniques
of TQM. Through training and education can reduce employee turnover
rate and improve organizational performance (Deli & Kamberovi, 2014).
The critical role of training and education are able to maintain high quality
level in service industry (Demirbag & Zaim, 2006).

Trust is a rarely element of TQM. The previous studies also mentioned that
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TQM implementation have a high level of trust and trust is a component
of the quality culture (Maccoby, 1994),(Dale & Lascelles, 1997).Role of
trust in TQM act as a belief that manager trust the decision of employees
will be useful for the entire organization. Trust are valid between all level
of organizational structure, it associated with leadership, as a source of
employees’ satisfaction and also as condition of the organization ability
when adapting the fast-changing environment (Bugdol, 2013).

2.2 knowledge management

In finance field, in order to improve and organize business processes and
procedures, knowledge management can be described as the process of
generating, institutionalizing and distributing knowledge among individ-
uals (Girard & College, 2015). (“knowledge management- Investment &
Finance Definition,” 2010) The Ultimate Financial Resource, Finance, de-
fined KM as use of organization’s knowledge for competitive advantage
(Baptiste et al., 2008). KM have a positive relationship to organization-
al effectiveness through inspection on capabilities of the information and
knowledge architecture. In addition to that, the knowledge process capa-
bility (affected by acquisition, conversion, application and protection) ) (
Andrew et al., 2001). KM has made a significant competitive advantage
and as a key tool for the management of the new century. KM comprises
of knowledge creation, coding, sharing and application, leading to the effi-
cient use of organisational resources (Meihami and Meihami, 2014).

Knowledge acquisition is “the process by which knowledge is obtained”
(Nawab et al., 2015).According to (Birasnav, 2014).The features of knowl-
edge acquisition are to forecasting positive change in the organizations’
profit level and ensuring delivery on-time and quality of product and pro-
cess(Nonaka, 1994). Organization can also detect problem in a shorten
time, find various and creative solution in the unpredictable issues (Liao
& Liu, 2010).. Some researchers agree that organization need to acquire
knowledge as the part of managing or collecting knowledge (Fathi and
Easa, 2012) (Hsiao and Chen, 2011).Collecting knowledge can be cate-
gorized as seeking and acquiring completely fresh expertise or creating
new understanding from current knowledge through cooperation between
people and company partners (Gharakhani, 2012).With acquiring internal
and external knowledge, organization can reduce uncertainty and achieve
greater number of administrative ((Sarin and McDermott, 2003).
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Sharing knowledge is a synergistic process, means employees can gain
more than theirs invest. Knowledge is fragile and ephemeral(Ganguly, Ta-
lukdar and Chatterjee, 2019). Knowledge will lose its value without proper
used and shared to other(Galeazzo and Furlan, 2019). Knowledge sharing
is also one of the critical success factors of organization (Torabi and El-
Den, 2017). Knowledge sharing in an organization is through capturing,
organizing, reusing and transferring experience-based knowledge. As a re-
sult, knowledge sharing creates opportunities to increase the capability of
organization to satisfy the needs of customers and generates solutions ef-
fectively that can become a competitive advantage of organization (Reid,
2003).

Knowledge Application is another important aspect of the KM process in
organization. (Nonaka, 1994) claimed that the value of knowledge assets
is determined through use assets to create products or provide services.
Some researchers defined knowledge application as the utilization and use
of expertise in the process of value-adding. It also includes information
allocation to develop or generate an organisational capacity. The imple-
mentation of knowledge also involves the adaptation, integration and im-
plementation of knowledge to the products and services of the organiza-
tion. Knowledge application capability can also describe as the ability of
employees to create frameworks for solving problems and deal challenges
through using the knowledge they adapted. Knowledge application allows
employees to apply the knowledge gained from the internal or external of
the organization and used it for their own purpose. Employees can reduce
their mistakes, improve their efficiency and decrease redundancy by ap-
plying knowledge effectively (Dale & Lascelles, 1997).

2.3 Bank Reputation

Reputation is a relatively stable, issue specific aggregate perceptual rep-
resentation of an organization’s past actions and future prospects com-
pared against some standard (Walker, 2010). Bank, as a services sector
with a higher selection risk on the effect of reputation on customer atti-
tudes. When customer select a service provider, they usually are relying
more heavily on reputation. Negative reputation has higher potential to
lead customer do a mistake result (Walsh et al., 2014).Corporate reputation
is hard to build and easy to lose. According (Keh and Xie, 2009) noted
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that corporate reputation is not just only good or bad in overall judgement.
Management of corporate reputation is an important factor that can affect
the opinion of external stakeholder. That means in service industry, repu-
tation of organization can affect the decision of customers. Consequently,
reputation build on the perception and understandings of various stake-
holders to the organization (Fombrun et al., 2000).

Bank reputation play as an important role in the customer behaviors on
determine purchasing and repurchasing. Reputation is significant to re-
tail bank industry where quality cannot be evaluated accurately before
purchase. Apart from that, reputation can be used as for predicting ser-
vice-production process outcome and be the most dependable indicator
of the ability of bank to satisfy the needs of (Nguyen and LeBlanc, 2001).
According (Belen et al., 2016), bank reputation can be influence by two
categories, cognitive and emotional. Cognitive aspects are including
products or services, employer branding, reliability or financial strength,
and corporate social responsibility (Raithel et al., 2010). While for the
emotional are customer satisfaction and trust or word of mouth that have
been discussed in a few literatures (Walsh and Beatty, 2007; Walsh et al.,
2009b). The emotional aspects of reputation can be considered as the most
important conditioners for the company growth and success (Lewis and
Soureli, 2006; Walsh et al., 2009a). Reputation plays a particularly sig-
nificant strategic role in the services sector because the pre-purchase as-
sessment of service quality is indistinct and incomplete, particularly in the
banking sector.

2.4 Total quality management practices lead to improved bank reputation

The author believe that TQM practices have certain impact on influenc-
ing bank reputation. If TQM implement properly in organization or bank,
reputation can be shield even improve the reputation. Normally, bank
reputation is built on or based on the perception of customer and public.
Belen et al., (2016) proved that product and service, employer branding,
reliability or financial strength, customer-based relationship, customer sat-
isfaction and trust have positive consequence to bank reputation. Based on
the Frombun (2000), there have more model and scale of reputation that
mentioned in previous part. Among some of them are actually matching
with the TQM practices element. Customer satisfaction and trust are the
important factor to influence bank reputation (Walsh et al., 2009b; Belen
et al.,2016). Meanwhile, customer focus also considered as a must in TQM
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practices by a few researchers (Calvo-Mora, et al., 2014; Walsh et al.,
2009b). Trust also proved to become one of the TQM practices (Bugdol,
2013).

These statements show a clear relationship between TQM practices and
bank reputation. Besides that, items existing in previous reputation survey
such as business leadership, overall leadership, quality of management,
products and services quality are also correlated with TQM practices.
However, the management team of bank can only forecast or shield the
reputation through some strategies. Therefore, the authors proposed that
TQM can be one of the strategies to shield bank reputation.

2.5 Quality management practices lead to improved knowledge manage-
ment

(Kim et al., 2012) showed that knowledge management system play role
in supporting continuous improvement (one of the TQM practices). (Hung
& McLean, 2010)showed that TQM act as the mediator between KM and
innovation. However, Molina & Montes, (2007), considered knowledge
transfer as mediator in the relationship between TQM and performance.
This is because the dependent variables of two studies is different. The de-
pendent variable of Hung is innovation; which present knowledge is play
more important role in the part of innovation (Ooi, 2013). While Molina
was examined the organization performance and the final result of TQM is
improving performance. Hence, TQM is not act as a mediator, but position
as independent variables.

2.6 Knowledge management lead to improved bank reputation

The previous part has explained clearly the relationship between TQM
practices and KM processes. There also has some research proved that KM
was suitable as the mediator through TQM (Qasrawi et al., 2017; Hung &
McLean, 2010). There is no such research studied about KM processes
and bank reputation. However, there have research proved the knowledge
management is needed in banking industry (Ugurlu and Kizildag, 2013).
Hence, the author believe that KM is also needed in digital banking service
as digital technology is required a standard knowledge level to process and
handle it in order to shield bank reputation.

2.7 Hypotheses
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HI. Total quality management practices lead to improved bank reputation.
H2. Knowledge management processes lead to improved bank reputation.

H3. Quality management practices that result in knowledge management
processes lead to improved bank reputation.

2.8 Theoretical framework

Figure 1 exhibits the theoretical framework of the research study which
suggests find out the structural relationship between total Quality Man-
agement and Bank Reputation through the presence of knowledge man-
agement. The resource-based view (RBV) is one of the commonly used
theories which are able to explain the relationship between the research’s
variables. These theories were developed to understand how organizations
achieve sustainable competitive advantages (Wernerfelt, 1984). Consistent
with this view, total Quality Management and knowledge management
become resources that are valuable, rare, inimitable, and non-substituta-
ble (VRIN) for maintaining competitive advantage(Conner & Prahalad,
1996).

3. Methodological approach

3.1 Sample and procedure

The samples that are involved in this research paper consists of staffs in
banks of Malaysian in all the positions and departments of the bank(Kel-
logg et al., 2017) which has to request an interdependent step of transfer-
ring sharing information sharing between all the employees. In addition
to that, the employees who are assigned the great roles to offer services can
adapt easily to many new techniques and share new knowledge and new
information. they also can easily suggest various solutions of the prob-
lems of the quality management performance (Almost et al., 2016). perfor-
mance (Almost et al., 2016).
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Figure 1 Conceptual framework

TOQM Practices
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KM Processes
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A total of 112 employees in banks of Malaysian in all stage. Including
managers were basically involved to answer a survey questionnaire. Out
of that, a total of 100 surveys resulting a valid response rate of 89 per cent
to total respondents were returned and found to be valid for the purpose of
data analysis.

The survey composed of 54 closed questions on the scale of 7 in Likert,
and the staffs gave their answers to them in order to show their personal
opinions, the questionnaire of this study is divided into two parts. The first
part of questionnaire is related to the demographic of respondent such as
gender, management level within organization, and educational level. The
second part is to determine the implementation of total quality manage-
ment and knowledge management in operation of bank especially in the
service of digital banking. For consistency and ease of completion, sev-
en-point Likert scales is used in this research, ranging from “1- strongly
disagree” to “7- strongly agree”. According to (Likert, 1932),

Likert scale is a unique rating scale format that requests respondents to
show the level to which they agree or disagree based on their mental belief
or behavioral belief statement towards an object. The target respondents
of the study are all bank management employees such as executives, sec-
tion managers, section heads, supervisors, accountants, and departmental
managers, who had sufficient learning in the zone of value the board with
great comprehension in TQM and KM within their organizations. The data
gathering method is in the form of questionnaires and the target society
is a selected of employees of the Malaysian Banks. as CIMB bank, Hong
Leong Bank, Maybank Public Bank.RHB Bank and UOB Bank. Since a
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basic total quality management and knowledge possession is required to
realise concept and to answer the questions, 100 educated employees of
the Malaysian Banks with a minimum of SPM were available and invited
to answer the questions. 100 employees were clearly answered the ques-
tions of the survey and they are being chosen from different background.

Table | Demographic summary of respondents (N = 100)

Title Descriptive Amount Percentage (%)
Giender Male " 0%
Ferale a1 e10%
Educaron Level SPM 5 5.0%
STPM AcLeve! 9 S0
Diploea n 23.0%
‘ Bachelee's Degree 46 46.0% '
Master's Degree 1 1L.0%
PO 6 60%
Pasitica Management Level Executive Memagerent 49 46.0%
Middle Management 24 24.0%
Top Memagement 27 20.0%
Bank nzme CIMB hank P 6.0%

Hong Lecag Bank 1L.0%

Mayhznk % .

Public Bank 40 41.0%

There was a test done and its result is illustrated in the following table:
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Table II Cronbach’s alpha for each category of questions related to variables of the study

Studied variable Count of questions Cronbach’s alpha (%)
Bank Reputstion 4 0.532
Leadership S 0.5944
Customer Focus 5 0.950
Top Maragement Commtment 5 0.964
Contirwous Improvement 5 0.967
Trust s 0.575
Tramng and Educsbon 5 0.947
Human Resources Management 5 0.965
Knowledge Accuisition 5 0.972
Knowledge Application 5 0.573
Knowledge Sharing 5 0.562

4. Data aggregation

the inter-rater agreement index (rWG(J)) was calculated for all variances,
to adjust the steps of aggregation. The indices of rWG(J) for all variables
are higher than the expected threshold amount of 0.70 (James et al.,
1984). The next step can include the calculation of the intra-class correla-
tion coefficient ICC(1) and ICC(2) to measure the data aggregation con-
sistency (Bliese and Jex, 2002). The values of ICC(1) are obtained good
and significant value for this research are higher than the expected lower
cutoff amount of vale that is considered as 0.05 (Bliese and Jex, 2002)
being given the ratio between 0.159 and 0.339.

5. Data analysis

The new research study implements the method or process of partial least
square — structural equation modeling (PLS-SEM) for justification and
analysis of the data by offering the software Smart-PLS for the calcula-
tions (outer) model and the structural (inner) model estimation. This soft-
ware basically helps in giving a good supports a various of research vari-
ances and suggested to be utilized when the information is really smooth
to the normally distributed estimation (Hair et al., 2011). Each construct
in this research contains five basic things or items. Hence, total have 55
items to be justified. After having some conductions regarding the model
of the measurements, the calculation of PLS algorithm and bootstrapping
is operating. After having the test process, many items got overloaded and
there is one and only item obtained a very low load and its value consid-
ered as less than 0.7 that means BR1 is being selected to remove from the
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real model.

5.1 Measurement model estimation

After the deletion, the loading value of items in bank reputation have been
changed. BR2 decrease from 0.910 to 0.895. As exhibited in Table III But
the remaining items had increased the factor loading value. BR3 increase
from 0.936 to 0.938, BR4 from 0.896 to 0.922 and BRS5 from 0.879 to
0.892. For the overall Cronbach’s Alpha for bank reputation, CR and AVE
had also increase after deletion, which are 0.932, 0.953 and 0.831 respec-
tively. This result showed after delete the lower factor loading, most of the
techniques are being fulfilled and totally conformed. The consequences
and output of measurement is being also developed and gets appropriate
validity. As stated in Table III, the loadings of all the items of all latent con-
structs is greater than 0.70 but the estimation of AVE for all As illustrated
in Table 111 (Hair et al., 2006) Table IV Reliability and convergent validity

Construct Items. Loading AVE CR
Bank Reputaticn EEN 1832 0582

Customer Focus

Contiruous improvement

Human Resources
Management

Knowiecge Acquistion

Knowiecge Appication KApt
KAp2
KApl
KAzt
KAps
Knowiecge Sharing xs1 s
[EH
Ks1
kst
Kse
Leadership L IR
0493
L3 0.909
L 0579
Ls 093
Trust 1 0.950 09 098
1 0.951
13 0.958
T 0.935
15 0942
Training and Education TE 0933 0.947 0.950
TE2 0922
TE) 0932
TE4 0538
TES 0916
Top Management Commitment  TUC1 0920 0954 o972
T™e 0.955
Tve 0945
THCe 0922
Tve 0933
Trust i 0.950 09 098
17
13
T
15



Saleh Ali Husseini and Soo-Fen Fam
2916 Opcion, Aiio 35, N°89 (2019).: 2899-2921

Figure 2 Final outer model

0.225 03N

oM 0.643 0385 ok

KM

Table V Discriminant validity — correlation matrix — correlation matrix

81 CF C HRM  KAc LAD KS L T TE T™MC
B8R 0512
CF 0329 0513
Cl 0475 0243 034
MRM 0185 0229 0688 0936
KAc 0233 0084 0296 0311 0548
KAp 0549 0247 0104 0075 0345 0949
L+ 0419 0394 0364 0274 035 0533 o832
L 0216 0437 0419 0266 0523 026 015 09504
T 0376 0195 0282 032 0347 0273 0405 0185 0953
TE 0315 0244 0026 0462 0102 0402 0357 0012 0299 0909
TMC 0378 0345 0243 0129 0355 0433 0525 0338 0276 0382 0835

Notes: The ciagonal kalc values are the square root of AVE values shared between the latent

varaties and all other varables: CF= customer focus: TMC= 0p management commment;

HRM= human resources management; Cl= coninucus improvement; L= leadership;
TE=training and education; T= trust; KAC= imowlodge acquisition; K5= imowledge sharing;
KAp= knowledge applicaticon and RB=Bank Reputation

Additionally, there is an alternative method that was suggested according
to the HTMT in order to evaluate the validation. Taking it into the deep
consideration and it evaluation of the validation gets its own aim to make
sure that the constriction gets a very strong relation with their indicators.

5.2 Structural model estimation
In relation to the effect of TQM on bank reputation in the first hypothesis

(H1), it is revealed that the TQM has a positive and significant effect on
bank reputation ( = 0.225, t =2.057, p < 0.05). This coefficient indicates
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that for every one percent increase in TQM variable, the bank reputation
increases to 22.5%. Therefore, the first hypothesis (H1) at confidence level
of 95% is supported. To determine the effect of TQM on KM, the second
hypothesis (H2) was presented. The results showed that at confidence in-
tervals of 95%, TQM has a positive and significant effect on KM with a
64.3% (B =0.643, t = 12.439, p < 0.05). Thus, second hypothesis (H2) is
supported.) In determining the relationship between KM and bank repu-
tation which was tested in the third hypothesis (H3), the results showed
that the coefficients are confirmed at the confidence intervals of 95%. For
every one percent increase in KM, bank reputation increase 38.5%. Hence,
third hypothesis (H3) showed KM has a positive and significant effect on
bank reputation (f = 0.385, t = 3.577, p < 0.05) and hypothesis was sup-
ported. PLS results of the structural model are depicted in Figure 2

Analysis of Table VI Analysis of Heterotrait -Monotrait ratio

Constructs B8R CF C HRM LT KAp KS L T TE T™C
B8R
CF p.4ce
Cl 0.348 0527
HRIM 0.24¢ 0e14
KAc 0.622 0.238 214
KAp 0.326 0.701 TS
L) 0.4z 0Ev4 (¥ 3 0.785
L 0.442 0634 LJ18 0.753
T 0.285 0.733 L 26¢ €120 0659 d 03¢
TE 0.544 0.245 0210 [J80 0284 233 0273 0.AT6
™C 0.268 0487 0622 £B22 C05¢ 0.7%9 3.558 027 C2s1 0226
81 0.443 o707 0303 0545 L2085 0684 3532 0204 L 280 0235 0.£3°
Notes: CF= customer focus; TMC= top management commiiment;
HRM= human resources management; Cl= continuous improvernent; L= leadership; TE=
sraining and education; T= trust; KAC= inowledge acquisition; KS= knowledge sharing; KAp=
wrowlecge applcation and R8=8ank Reputation
Table VII Structural model analysis
Hypothoses Pan Sk
Na Relatcnship coeffidents T Value P vales level  Resulis R
ToM -« BR 3.2:8° c Suppored 150)
2 TOM -« KM 3.642° Supporied 5N
3 KM - BR 3.288° 3577 £ 000 Supporied 1187
Notes p<0001; p<0O1 p < 0.05; Nc: not sigrificant at p > 0.05

Additionally, As the previous testing showed that have a positive signif-
icant effect between each construct and all the hypotheses is supported.
Hence, there need to determine the need of present KM as mediation in this
research. The continuous testing for mediation can be calculated through
the bootstrapping in SmartPLS to estimate the indirect effect between var-
iables. It can also be concluded that KM represents complementary medi-
ation of the relationship from TQM to BR. As in Table VII.
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Table VIl Mediation Analysis Result

‘reesendent Dependert
Cansrucs Direct Eftect Tvaloe Svaue Indrect Etozt  Twvaloe Povalue
J2'3 2 L5T 313" 0250 1216
TCN « BR
axb
Notes: Equation of Varance Accounted For |\'/-F:VAF -
(axb)+c

a = path coefficient, B of TOM -« KM
b = path coefficient, B of XM -« BR

C = path ccefcient, B of TOM -« BR

6. Discussion

In previous chapter analysis, Partial Least Squares structural equation
modelling (PLS-SEM) was used to test the hypotheses. The first research
objective is to investigate the relationship between TQM and bank repu-
tation. As there is no previous research to direct examine the relationship
between TQM and bank reputation but author found that there have cor-
relation between TQM elements and scale of reputation. Hence the author
decides to propose and place it as the first objective. The coefficient table
showed that TQM has a positive and significant effect on bank reputation
(B=0.225,t=2.057, p <0.05). This result had answered the first research
objective (RO1) and also the first hypothesis (H1). In this study, the author
proved that TQM have a positive significant relationship with bank reputa-
tion. Thus, RO1 and H1 is achieved and accepted. growth in SDGs.

The second research objective determine the relationship between KM and
bank reputation. The same situation as before, there have no research de-
scribe the relationship between KM and bank reputation. However, there
have findings showed that KM is needed in bank industry (Ugurlu and
Kizildag, 2013). The author proposed that KM is also needed in digital
banking services. The result showed that KM has a positive and signifi-
cant effect bank reputation with 38.5% reputation ( = 0.385, t = 3.577,
p < 0.05). Based on this result, the second research objective (RO2) have
been achieved and prove that there has a relationship between KM and
bank reputation. The third hypothesis (H3) is also accepted, the KM have
positive and significant effect on bank reputation.

Third research objective is to find out structural relationship between
TQM and bank reputation through the presence of KM. There have two
pathways in structural model of this research, one is TQM direct to bank
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reputation while another is TQM pass through the KM mediation to bank
reputation. The presence of KM was tested whether the mediation is need-
ed or not. The main qualification to test mediation is the path coefficient
between variables must be positive and significant. The path coefficient
of TQM to bank reputation is 0.225 (f = 0.225, p < 0.05), TQM to KM is
0.643 (B =0.643, p < 0.05) and KM to bank reputation is 0.385 reputation
(B =0.385, p < 0.05). Then, the test of mediation through direct and in-
direct effect also proved that there has a mediation between the pathway
from TQM to bank reputation. Thus, the result show that KM is partial
mediation between TQM and bank reputation. This result had achieved
third research objective (RO3). The analysis result of coefficient showed
that the second hypothesis (H2) is accepted as the TQM have positive and
significant effect on KM.

7. Practical implications

Based on the research findings, all the hypotheses and research question
in this research is achieved. This research has made two theoretical con-
tributions to academic. First is added the trust as one of the TQM practic-
es. Trust considered as a new element of TQM that proposed by Marek
Bugdol in 2013 and it still fewer research to support his suggestion. In
this research, the author had analyzed and confirmed that trust can be cat-
egorized in TQM elements which can helped to strengthen or enhance the
suggestion. The second is to determine the relationship between TQM,
KM and bank reputation in digital banking services. There has related re-
search showed the relationship between TQM and bank (Sit et al., 2011),
relationship between TQM, KM and organizational performance (Qasrawi
et al., 2017), but TQM linked to bank reputation with KM as mediator is
not discussed in other research yet. Hence, the author may be considered
as the first to proposed this model and proved that there have positive and
significant relationship between each other.

Moreover, this research is in focus on digital banking services that con-
sidered as new technology service launch in Malaysia. Digital banking
is also new and hot topic in current research world. Through the findings
result, it showed that TQM can be used as a tool to control the quality in
digital banking services and the mediator role of KM is play as crucial in
digital banking services as this service need a certain level of knowledge
and skills to control it. Through implement TQM and KM in digital bank-
ing service, the bank reputation is able to shield. Bank reputation will be
affected if the digital banking services occurred some fraud or issues that
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might loss the confidence and trust from customers. Therefore, banker can
consider to use this model in their operation of digital banking service as
prevention or protection before mishap happened. The finding of research
is useful to researcher for future research and banker to enhance their man-
agement.

8. Limitations and future research directions

Although there has some limitation in this research, but those limitations
can be considered as the opportunity topic for the further studies. First, the
study is only focusing on the digital banking service in Malaysia. There
have digital bank where are different with digital banking and also digital
banking service in Malaysia might have some different compared to other
countries. Hence, there have not standardization of digital banking to be
measured.

Secondly, the time constrains of data collection may also limit the gen-
eralizability of the findings. From the demographic part, the majority of
respondents are female which cannot representative the bank employees
in bank’s Malaysia. The respondents also from six banks in Malaysia only
which the total bank in Malaysia are more than twenty. Hence the sample
may not be considered cover to whole Malaysia banks.

Thirdly, the majority of respondents are from executive management and
fewer from top management. Usually, top management are the one who
plan and control the whole company worked. Therefore, there might be
some different to the perspective of bank employees from executive and
top management. This survey also based on the perception of employees
which could exist some bias on their answer.

Fourthly this research only used quantitative method to survey. For the
further research, qualitative method or mixed method is suggested to use
in order to make the result more reliability and validity. Beside used the
primary data, the secondary data also can be used for testing the efficiency
of digital banking compared to traditional bank employees service.
Fifthly, this research is There have variety elements in TQM construct. The
element of TQM are selected in this research due to the supportive state-
ment mentioned by the author. Researcher might gain different result by
using same model or different model. The further research can test it with
different TQM practices to determine the result will be same or different
with this result finding.

Last but not least, there have a variety type of model framework that can
help to improve the bank reputation. Total quality management (TQM)
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and knowledge management (KM) are the only two suggested from this
research. There still have others framework that may impact on bank rep-
utation. Hence, the model in this research could not be generalized to all
bank reputation in world.

9. Conclusion

This research presents a detailed examination on the integrated model of
TQM and KM for improving bank reputation in digital banking service
Malaysia. Digital banking services has been widely in western countries
but Malaysia still in the adopting stages. The research related to TQM and
KM is quite common linked with organisational performance in previous
research, but fewer relate them with bank reputation in digital banking.
TQM and KM play as precautionary measures on digital banking and even
help to improve bank reputation. As bank reputation have been improved,
it will retain the customer and attract new customer even increase their or-
ganisational performance at the same time. Once the bank managed to in-
crease their financial performance that will lead to greater performance of
economic Malaysia. The improvement of GDP is able to achieve the target
of re-engineered economic growth for increasing prosperity in Malaysia
even increase the decent work and economic growth in SDGs.

This research has provided some clarification of the relationship between
TQM, KM and bank reputation in digital banking services. This research
had made some significant contribution to the literature on digital banking
service especially in Asia county. Moreover, this study provided a pioneer
study by proposing a new model that empirically determine the integrated
TQM and KM on improving bank reputation in digital banking service
Malaysia. This model also provides a deeper understanding on the rela-
tionship between TQM and bank reputation with KM as the mediator. The
result showed that through TQM and KM, the bank reputation can be im-
proved. This research is using the SmartPLS software that suit for explor-
atory research. (Hair, 2011). To conclude, the research objective and hy-
potheses are achieved. The results finding can help Malaysia’s banks make
a precaution to prevent any financial crime issues occurred that could af-
fect the bank reputation in future. Therefore, this model could treat as a
valuable model to venture into future research regarding bank reputation
in digital banking service.
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