Academy of Entrepreneurship Journal Volume 27, Special Issue 5, 2021

FINTECH ADOPTION AMONG MILLENNIALS IN
SELANGOR

Yamunah Vaicondam, SEGi University
Neeta Jayabalan, SEGi University
Chin Xin Tong, SEGi University
Muhammad Imran Qureshi, Universiti Teknikal Malaysia Melaka
Nohman Khan, UniKL Business School Universiti Kuala Lumpur

ABSTRACT

In this age of innovation, the advancement in information technology has developed to
pave the way for big data analytics. Application Program Interface (API) and Social, Mobile,
Analytics and, Cloud (SMAC) technologies have allowed various data streams to synchronize
efficiently. The study focuses on millennials as this generation group will become the primary
users for banking services, including Fintech. Selangor has been chosen as the study's
geographical location as the state remained as the main economic driver of Malaysia with a
contribution of the highest Gross Domestic Product (GDP) in 2019 with a share of 24.2 percent
as compared to other states. The study employs a quantitative research method to articulate facts
and reveal patterns for the study's findings. This type of research method can also state whether a
relationship exists between the independent variables and the dependent variable of the study.
This study highlights that perceived ease of use and perceived usefulness is a more influential
factor than perceived risk, and Trust. The findings imply can users are mainly willing to adopt
Fintech, but some factors hinder their adoption. Thus, building more reliable and trustworthy
Fintech products and services is as important as enhancing the functions.
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INTRODUCTION

In this age of innovation, the advancement in information technology has developed to
pave the way for big data analytics. Application Program Interface (API) and Social, Mobile,
Analytics and, Cloud (SMAC) technologies have allowed various data streams to synchronize
efficiently (Mosteanu & Faccia, 2020). As a result, various platforms have been integrated into a
single network, creating digital financial services to ease daily commercial transactions. The
survival of financial institutions is highly related to the adoption of innovation and embracing the
digital transformation in improving the overall performance of the financial institutions
(Scardovi, 2017). The operation business techniques have changed due to digital transformation
and emerging technology adoption; the channels that offer financial and banking products and
services are now more trustworthy and intuitive (Mohamed & Ali, 2018).

Salmony (2014) claims that innovative financial technology aids in developing a variety
of business models and meets customers’ needs. The current payment services, financial
regulations, and banking sectors are influenced by emerging information technology from an
economic standpoint. Fintech refers to the emergence of digital transformation in the financial
services sector. Financial technology, or Fintech, is concerned with developing systems that
value, model, and process financial products such as stocks, money, contracts, and bonds
(Mosteanu & Faccia, 2020). Fintech, as described by modern economists, is a new financial
industry that uses technology to boost financial activities (Schueffel, 2016; Shahatha Al-
Mashhadani et al., 2021).
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Since its inception, Fintech has had a significant impact on the global financial market and
how consumers perform their daily financial transactions. Non-financial firms have begun to
enter the financial industry due to the ability and skills of Information and Communications
Technology (ICT) companies in developing simple and accessible financial services (Cham et al.,
2018). Fintech companies in Malaysia face numerous challenges and difficulties as the Bank
Negara Malaysia (BNM) has implemented the Financial Technology Regulatory Sandbox
Framework, which requires Fintech companies to meet a set of requirements in ensuring that all
financial services and products offered are compliant with applicable laws and regulations (Cham
etal., 2018; Raza et al., 2021).

These new-fangled financial institutions' business models have created technologically
based customers, posing a threat to traditional financial services. In a speech during the Global
Islamic Finance Forum 5.0 (GIFF 5.0), Malaysia's ex central-bank Governor, Dato Muhammad
Bin Ibrahim, said that "Fintech challenges the financial sector's position.” Instead of seeing the
Fintech revolution as a threat, financial institutions should treat the revolution as an opportunity
(Fong, 2016). This shows that businesses that embrace Fintech would have a competitive
advantage in attracting customers and improving their business structure (Chong et al., 2019).

Even though Fintech was introduced in Malaysia years ago, as at year 2015, it still in the
developing stage compared to other more mature markets such as Singapore and Finland (Price
water house Coopers, 2016). According to Bank for International Settlements (2014) Statistics on
payment, clearing, and settlement systems in the Committee on Payment and Settlement Systems
(CPSS) countries, as cited by Bank of Thailand (2014), the e-payment transactions per capita in
Malaysia had risen to 82 in 2015 as compared to 65 in 2013. Even though in the year 2019,
Fintech became an essential part of the nation's financial sector (IMF, 2020), Malaysian and the
local financial ecosystem may face issues if millennials do not start adopting Fintech (Cham et
al., 2018). Fintech is believed to reshape the future of the financial industry, hence, encouraging
users to start adopting Fintech services and products; the financial sector first needs to understand
the consumer's acceptance level towards the adoption of technology in financial services.

First, without the adoption of Fintech, bank users would have limited access to the
resources and benefits provided by Fintech companies (Frost, 2020). Digital finance has a wide
range of benefits for financial inclusion, particularly advantageous for low-income and needy
people by increasing their access to financial services and funding (Ozili, 2018). Secondly, it will
increase poverty and a big gap of wealth between the rich and the poor. The aim of financial
services accessible via digital channels is to help developing economies achieve their financial
inclusion and poverty reduction goals (United Nations, 2016).

Additionally, this would cause negative impacts on the development of the financial
industry in Malaysia as the efficiency and quality of financial services would be stagnant (Ali,
2017). Besides, the country's digital and finance economy will face a declining stage if this matter
is not to be taken seriously (Chua et al., 2019; Qureshi et al., 2020). Therefore, there is an utmost
urgency for this research to investigate the factors affecting Fintech adoption among millennials
as there is still a blurry conception in this scope of the study.

Therefore, there is an urgency to investigate Malaysian consumer's acceptance, readiness,
and expectations for Fintech services and products as the topic is perceived to contribute to the
business community and individual financing demands, hence boosting the digital economy's
overall development (Cham et al., 2018).

The study focuses on millennials as this generation group will become the primary users
for banking services, including Fintech (Hu et al., 2019). Even though the current majority of
users of Fintech products are still the prior generation due to their financial capability as
compared to the millennials, however, as time goes on, the financial capability of millennials will
gradually increase as they are in their prime earning years and wealth are passed down from the
older generation (Yong, 2017). Hence, the accumulated wealth of the millennials will soon
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surpass their elders, and this generation will become the dominant users of financial products
shortly (Hu et al., 2019).

Selangor has been chosen as the study's geographical location as the state remained as the
main economic driver of Malaysia with a contribution of the highest Gross Domestic Product
(GDP) in 2019 with a share of 24.2 percent as compared to other states (Department of Statistics
Malaysia Official Portal, 2020). Thus, Selangor is the most suitable location for this study due to
the high economic opportunities that lead to the high opportunities for various financial services.

LITERATURE REVIEW
The Impact of Perceived Ease of Use on Fintech Adoption

Tahar, et al., (2020) defined perceived ease of use as the easiness of a technology device,
and the display can be accessed. A system is said to be of high quality if it is designed to provide
user satisfaction by using it, including the ease of learning to use the system and performing a
task using it, where users would find it easier to operate with the system rather than manually.
Raza, et al., (2017) defined perceived ease of use as an individual's perception of technology
usage, which is that it will be free of mental stress and not have to devote a lot of their effort and
time to use it. Perceived ease of use affects an individual's intention toward using technology and
predicts the perceived usefulness.

Chansaenroj & Techakittiroj (2015), in their study that investigates perceived ease of use
influence on the intention to use mobile banking services in Bangkok, Thailand, shows that there
is a positive relationship between perceived ease of use and the intention to use mobile banking,
which delivers similar results as Chen (2016). The study determined that whenever the
established system is easy to use, the intention to use the mobile banking system would increase.

Past studies from Chong, et al., (2019); Mun, et al., (2017); Hosseini, et al., (2015) have
observed the influence of perceived ease of use towards the respective system and hence, derived
that perceived ease of use has a significant relationship with the adoption of a system. These
findings may indicate that when a consumer finds Fintech services are convenient and easy to
use; their intention to adopt the service will increase. Summarizing all these findings from past
studies, there appears to be a theoretical relationship between perceived ease of Use and adoption
of Fintech. Thus, the following hypothesis is developed:

H1 There is a significant relationship between perceived ease of use and Fintech adoption among
millennials in Selangor.

The Impact of Perceived Risk on Fintech Adoption

Chen & Aklikokou (2019) defined perceived risk as a consumer's subjective expectation
of facing a loss in the pursuit of the desired result. Technological risk as a construct is used to
measure perceived risk. Researchers such as Zhang, et al., (2019); Hubert, et al., (2017); Wang, et
al., (2019) have used perceived risk in various contexts such as automated vehicles, smartphone-
based mobile shopping, and nuclear energy, respectively in their studies.

Ryu (2018) investigated the factors that make users hesitant or willing to use Fintech has
shown that the perceived risk has a significant negative relationship with the continuance
intention of Fintech. Perceived risk in the study is measured by the financial, legal, security, and
operational risks. Similarly, Lee (2009) has further justified that perceived risk has a significant
adverse effect on the consumer's attitude towards using certain technology services and products.
Based on the study, as the perceived risk of a system increases, the attitude towards the particular
system will become less favorable. Hence, the following hypothesis is developed:
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H2 There is a significant relationship between perceived risk and Fintech adoption among millennials
in Selangor.

The Impact of Perceived Usefulness on Fintech Adoption

Grover, et al., (2019) defined perceived usefulness as a consumer's assumption that using
a specific technology can improve job efficiency, which is similar to Raza, et al., (2017) defined
perceived usefulness as the degree to which using a specific technology-specific technology
improves the outcome of a task.

In addition, studies by Wong limpiyarat (2017); Moslehpour, et al., (2018), in their
findings, indicated purchase intention of users in Taiwan and Thailand shows that perceived
usefulness has significantly predicted the consumers' intention in adopting Fintech for online
purchases. It shows that potential users would frequently evaluate the effects of their decision in
adopting Fintech and decide based on the attractiveness of the perceived usefulness from their
using Fintech. Hence, the following hypothesis is developed:

H3 There is a significant relationship between perceived usefulness and Fintech adoption among
millennials in Selangor.

The Impact of Trust on Fintech Adoption

Siau & Wang (2018) defined Trust as a set of specific beliefs about goodness,
competence, honesty, predictability, and an individual's willingness to rely on something or
someone in a risky situation. Where, Glikson & Woolley (2020) defined Trust as the willingness
of an individual to be defenseless to the conduct of someone or something based on the
anticipation that the other will complete a task that is significant to the individual, regardless of
whether the individual can control or monitor the other party.

Researchers such as Hawlitschek, et al., (2018); Paige, et al., (2017); Nayanajith, et al.,
(2019) have used Trust in various contexts such as blockchain, sharing economy, online health
communication channels and sources, and computer-aided learning respectively in their studies.
Chuang, et al., (2016), in their study, has found that Trust has a substantial positive impact on
consumer’s intention toward using Fintech service. Trust in a study is measured by the accuracy
of transaction processes, results, and the safety and security of the transaction system.

Besides, Moon & Kim (2016); Wu, et al., (2016); Chong, et al., (2018); Stewart & Jirjens
(2018) have further justified that Trust is an essential element that influences the adoption of
Fintech services. These findings may indicate that when a consumer feels that Fintech services
are trustable, their attitude toward the service will be improved. Thus, the following hypothesis is
developed:

H4 There is a significant relationship between trust and Fintech adoption among millennials in
Selangor.
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FIGURE 1
RESEARCH FRAMEWORK

Fishbein supports the above framework, and Ajzen (1975) proposed the Theory of
Reasoned Action (TRA) to investigate the elements that affect an individual attitude when
embraces certain technologies. TRA identifies behavior and subjective standards as critical
markers of an individual's desire to adopt a technology. Based on this theory, individuals'
behavioral intention is influenced by their behavior and subjective norm elements.

Davis (1989) proposed the Technology Acceptance Model (TAM), which is supported by
Yang (2005) as the most robust model in the literature for studying the design of technology
adoption. TAM's primary goal is to identify external variables that affect personal beliefs and
attitudes towards a device. As a result, a few vital variables were identified as significant
determinants of technology utilization in previous studies and used TAM to model and
hypothesize the relationships between these factors. The TAM proposes that perceived ease of
use, perceived usefulness, behavior, and usage affect an individual's intention to use a specific
technology.

METHODOLOGY

The study employs a quantitative research method to articulate facts and reveal patterns
for the study's findings. This type of research method can also state whether a relationship exists
between the independent variables and the dependent variable of the study. Additionally, it is also
easier to compare the findings' data to evaluate the extent of significance for each independent
variables' impact on Fintech adoption. According to the Department of Statistics, in Malaysia in
2020, the study engages Selangor citizens; Selangor's total number is 6,538,100. The total
number of millennials in Selangor, with the age range of 20 to 39, is 2,485,400 (Department of
Statistics Malaysia Official Website, 2020). This study applies non-probability sampling as the
respondents are being selected randomly, and not everyone has an equal chance to participate.
According to Roscoe (1975), the sample size should be at least ten times the number of variables
in the study. In this study, four variables and 45 respondents are considered for each variable for a
more convincing result. Thus, the sample size of 180 is appropriate.
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FINDINGS & INTERPRETATIONS

A pilot test is conducted to ensure the consistency and reliability of the questionnaires
before actual research is carried out. In the pilot study, the reliability test is done on the first 30
responses from the 180 responses obtained for the survey questionnaire. For a pilot study, the
acceptable reliability should be at least 0.60 (Taherdoost, 2016).

CRONBACH'S ALPHA VALUE ANALYSIS OF PILOT TEST

Table 1

Reliability Statistics

Cronbach's Alpha

No. of Items

0.847

20

Table 1 shows the Cronbach's Alpha value for dependent variables (Fintech adoption) and
independent variables (perceived ease of use, perceived risk, perceived usefulness, and Trust) on
30 samples is 0.847, which exceeds 0.60. Therefore, the questionnaires are reliable and can
proceed to data collection for the remaining 150 responses.

Table 2
DESCRIPTIVE STATISTICS OF DEMOGRAPHIC INFORMATION

Descriptive statistics

N Minimum Maximum Mean | Std. deviation
Gender 180 1 2 1.52 0.501
Age 180 1 4 1.62 0.934
Working Experience 180 1 4 1.78 0.873
Martial Status 180 1 2 1.18 0.383
Highest education level 180 1 4 2.84 0.726
Valid N (List wise) 180

Table 2 shows 180 responses by displaying the value in descriptive statistics as a
minimum, maximum, mean, and standard deviation. The result shows that all respondents are
considered valid values in terms of gender, age, working experience, marital status, and highest
education level. However, the result shows the lowest standard deviation of 0.383 for marital
status and the highest standard deviation of 0.934 for age. This means the responses for marital
status are less spread out, whereas the responses for age are more spread out.

Table 3
CORRELATIONS OF VARIABLES

Correlations

Fintech Perceived Ease Perceived Perceived Trust
Adoption of Use Risk Usefulness
Pearson 1 0.530%* -0.105 0.652%* 0.343%
Fintech Correlation
Adoption Slg (2-tailed) 0 0.163 0 0
N 180 180 180 180 180
- Pearson *% - *% *%* *%
Perce;VLeJd Ease Correlation 0.539 1 0.258 0.692 0.473
orLise Sig. (2-tailed) 0 0 0 0
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N 180 180 180 180 180
Cgfraeﬁzct’lr(‘) i -0.105 -0.258%* 1 -0.188* -0.488**
Perceived Risk | gjg " (2-tailed) 0.163 0 0.012 0
N 180 180 180 180 180
Pearson 0.652%* 0.692%* -0.188* 1 0.472%*
Perceived Correlation
Usefulness Sig. (2-tailed) 0 0 0.012 0
N 180 180 180 180 180
Cgfraeﬁ‘t’l':) i 0.343%* 0.473%* -0.488** 0.472%* 1
Trust Sig. (2-tailed) 0 0 0 0
N 180 180 180 180 180
**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).

Table 3 is a correlation analysis based on the Pearson method to show the relationship
between dependent and independent variables. Findings show significant positive relationships

between Fintech adoption and perceived ease of use, perceived usefulness, and Trust.

Table 4
MODEL SUMMARY
Coefficients
Unstandardized Coefficients Standardized Coefficients .
Model t Sig.
B Std. Error Beta

1 (Constant) 1.391 0.319 4.357 0
Perceived Ease of Use 0.638 0.085 0.271 6.12 0.005
Perceived Risk 0.031 0.034 0.059 0.906 0.366

Perceived Usefulness 0.513 0.079 0.524 6.495 0
Trust 0.027 0.046 0.043 0.588 0.558

a. Dependent Variable: Fintech Adoption

Table 4 shows t-statistics used in testing whether a given coefficient is significantly
different from zero. Findings show a significant positive effect of perceived ease of use and
perceived usefulness on Fintech adoption among Millennials in Selangor, where Precived risk

and Trust does not significantly affect Fintech Adoption.

FTA=Po+B1PEOU+,PR+BsPU+ T+e

Where,

FTA=Financial Technology (Fintech) Adoption

Bo=Constant
PEOU=Perceived Ease of Use
PR=Perceived Risk
PU=Perceived Usefulness
T=Trust

e=Errors

Entrepreneurship and Economics
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Table 5
HYPOTHESES RESULT
Hypothesis Statements Results
H1 There is a significant relationship bet.ween_perc.elved ease of use and Fintech adoption Accepted
among millennials in Selangor.
Ho There is a significant relatlonshlp' betwgen percelved risk and Fintech adoption among Rejected
millennials in Selangor.
H3 There is a significant relationship be'gween- pergelved usefulness and Fintech adoption Accepted
among millennials in Selangor.
Ha There is a significant relationship betV\i/ﬁege'i:Jnsé;rnd Fintech adoption among millennials Rejected

Table 5 listed the results based on four hypotheses testing.
DISCUSSION

This study aims to investigate the variables that effects the adoption of Fintech among the
Millennials in Selangor. According to the results of the study, there is sufficient evidence to
support H1 & H3 and thus the hypothesis is accepted. Even Trust doesn't demonstrate significant
effect on Fintech adoption, its indicated positive significant relationship based on correlation
analysis between Fintech adoptions. However, the findings of the study does not provide
sufficient evidence to support H2 and H4, and thus, these hypotheses are rejected. Further
discussion of summarized findings are elaborated as below.

Perceived Ease of Use and Fintech Adoption among Millennials in Selangor

Perceived ease of use has significant impact on the Fintech adoption of millennials in
Selangor. In Selangor, the Fintech adoption among millennials is influenced by the perceived
ease of use of the technology. In fact, the easiness of using the Fintech systems and products does
affect the millennials intention towards using the technology.

This results consistent the prior study conducted by Chen (2016) in China which stated
that that the easiness in using the Fintech systems is the top requirements for the consumers. The
easiness to gain access to many facilities such as online shopping and interest-bearing facility has
tremendously increased the number of users from zero to around 280 million in three years.
However, the result is contradicts with the study from Chong, et al., (2010) that shows that there
is no significant relationship between perceived ease of use and the intention to use internet
banking. The past study suggested that the majority of the young individuals feel that they are
able to master technology quickly and that the level of easiness to use the technology is added
value to the adoption of a certain system. This most likely explains why respondents do perceive
ease of use as a significant factor in Fintech adoption in this study.

Perceived Risk and Fintech Adoption among Millennials in Selangor

Perceived risk has no significant impact on the Fintech adoption of millennials in
Selangor. The hypothesis statement, H2 is rejected in this study. In this research, perceived risk
and Fintech adoption is insignificant to affect the Fintech Adoption. In fact, the riskiness of using
the Fintech systems and products does not affect the millennials intention towards using the
technology. The elements that measures the perceived risk include the technological, financial,
security, legal and operational risks. This means that the worries, uncertainties, discomfort or the
concerns of consumers does not have a big impact towards the usage of Fintech.

This results contradicts the prior study conducted by Ryu (2018) that suggested that
perceived risk have significant effects on the behavioural intention to adopt Fintech. The past
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study shows that legal risk is the most significant element that contribute to the negative effect on
the behavioural intention. However, the result is similar with the findings from the study
conducted by Meyliana, et al., (2019) in Indonesia that suggested that the perceived risk of the
technology is not affecting the usefulness of Fintech to the users. This result indicates that the
Fintech services that will be used by users do not always consider the potential risks that are
posed by the technology (Meyliana, et al., (2019).

Perceived Usefulness and Fintech Adoption among Millennials in Selangor

Perceived usefulness has significant impact on the Fintech adoption of millennials in
Selangor. The hypothesis statement, H3 is accepted in this study. The elements that measure the
usefulness include the performance, effectiveness, ease, quality, productivity and efficiency. This
means that the millennials does mind the degree of usefulness of the Fintech brings into their
lives when assessing whether to adopt the technology.

This results supporting the prior study conducted by Moslehpour, et al., (2018) that shows
that perceived usefulness has a significant impact on the intention of Taiwanese consumers in
adopting Fintech for online purchase intention. The past study shows that the online purchase
intention is dependent by the perceived usefulness of the Fintech innovation. It implies that
consumers who perceive Fintech as a useful tool would tend to use more for their online
purchases. However, the result is disagree with Stewart & Jirjens (2018) findings which
indicated that perceived usefulness has no influence or insignificant on Fintech adoption. This
result may be due to the fact that Fintech users do not prioritize the value added, as any
enhancement related to the belief that using Fintech would enhance user's performance is
insignificant to the Fintech adoption (Stewart & Jurjens, 2018).

Trust and Fintech Adoption

Trust has insignificant impact on the Fintech adoption of millennials in Selangor. In this
research, Trust and Fintech adoption is positively correlated and there is a significant relationship
between both variables. In Selangor, the Fintech adoption among millennials is not influenced by
the Trust on the technology. It means that the users of Fintech do not rely on the competence and
honesty of the reputation, appearance and performance of the technology systems when choosing
whether to use it.

This result is inconsistent with the findings from Chong, et al., (2018) that shows a
significant positive relationship between the brand and service Trust and the customer’s attitude
toward using Fintech services. The findings from the past study indicates that when a customer is
satisfied with the Fintech services that are provided by the enterprises in terms of their brand or
company's reputation and Trust, then the customers will have high level of brand and service trust
in the technology service. The brand and service trust is affected by the elements of the accuracy
of transaction processes and results, the safety and the security of the transaction system. This
implies that data security and customer trust on Fintech products and services are not the
principal components for the individuals to adoption intention on to use Fintech.

Implication of the Study

The results of this study have several practical implications. This study highlights that
perceived ease of use and perceived usefulness is a more influential factor than perceived risk,
and Trust. The findings imply can users are mainly willing to adopt Fintech, but some factors
hinder their adoption. Thus, building more reliable and trustworthy Fintech products and services
IS as important as enhancing the functions.
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The study was conducted with the aim of providing a comprehensive view of the
millennial generation regarding the factors influencing them to adopt Fintech. This study can
provide a better insight to the researcher, Fintech users, and companies in understanding the
usage of Fintech products and services including the usefulness and opportunities in adopting
Fintech into daily life. Besides, the study's findings will also be advantageous to society's benefit,
considering that Fintech is playing an essential role in financial and digital development today.
The expected output of this study could help banks and Fintech companies to make the right
decision in their marketing strategies in promoting their Fintech products and services in
Malaysia. Fintech companies and banks can implement strategic goals according to the findings
of the results. In another word, the studying of the impact factors of Fintech adoption by
millennials can strengthen the contact between the users and Fintech companies and allow the
Fintech providers to understand the needs and demands of potential users. It is significant for the
development of financial institutions to be equipped with the knowledge on changing the users'
behavioral intentions through the alteration of influencing aspects when providing users with
technological and financial products and services in this digital age.

Lastly, due to the COVID-19 pandemic, this research serves as an important reference to
researchers or Fintech companies whom may want to further research topics relevant to the study
or to extract useful information. In this study, both information and results can be used for
research foundation.

Limitations of the Study

This research is conducted to determine the factors affecting Fintech adoption among
millennials in Selangor. Throughout the research, some limitations of the study have been found.
Firstly, the findings may not be completely generalizable as the sample was restricted to
Selangor, Malaysia, which means, different area might have different findings result. As all of the
data and findings are derived from Selangor, Malaysia, hence these data and findings may not be
applicable to other states and countries.

Recommendations for Future Research

The generalization of this topic recommended to be examined using various settings.
Future research should consider various geographical area and across country. Thus, study can be
explore further in urban and non-urban areas characteristic to explain the issue of Fintech
products and services adoption various generations individual level.
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