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Abstract

This study looks into the factors influencing a person's decision to adopt financial technology. This
study integrates and extends the TAM model to examine customer behavioral changes toward
technological acceptance. This study examines the impact of intention to use as a dependent
variable and the link between perceived ease of use and perceived usefulness and intention to use
fintech in Pakistan. Furthermore, this study examines the moderating effect of perceived risk on
the said relationships. This study used a quantitative research technique and acquired data using
a cross-sectional design. The study surveyed Pakistani millennials and Generation Z. Google
forms were used to disseminate questionnaires to bank customers in all four provinces of Pakistan.
The study used Smart PLS software to test and confirm the idea. The study indicates a significant
relationship between perceived ease of use, perceived usefulness, and intention to use fintech. In
addition to direct relationships, perceived risk strongly moderates perceived ease of use, intention
to use, perceived usefulness, and intention to use. This study contributes to the literature by
combining extending TAM and analyzing its factors among Pakistani millennials. Generation Z.,
The study's conclusions, have ramifications for companies considering implementing both fintech
products and service providers, as well as inspiring the Pakistani government to expand fintech
adoption.
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Introduction

Technological advancements bring innovation and rapid development to every aspect of human
life, completely altering a person's daily activities. Along with developments in everyday life, it
also brings rapid development in businesses and the financial sector (Xia et al., 2023). Financial
technologies (Fintech) have been introduced in the financial industry so businesses and customers
can do their transactions more quickly and easily (Rahman et al., 2024). The word "Fintech” is
extracted from two words, i.e., "Fin" from financial and "Tech" from technology (IMF, 2022).
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Instead, the Financial Stability Board (FSB) describes it as a technology that has aided in forming
new business models and financial sector innovation (FSB, 2019).

Fintech helps businesses and consumers do online transactions with more security; they can
directly deal with each other and easily keep track of their transactions, and their transaction costs
are also meager (FSB, 2019). Banking companies and many different payment domains have
rapidly shifted from cash-based to non-cash-based payment methods for much easier transactions.
Other than that, there has been an increase in the trend of e-commerce and digital currencies as
well (Li et al., 2023a). So, with technology development, it is essential to work on financial
technology (Fintech) as well because the digital economy is considered one of the most critical
factors in the growth of an economy.

It has become essential to the financial sector because of practical and constant innovations in
fintech. From 2010 to 2015, almost $50 billion was invested in this industry, and only talking about
2015, there have been investments of $19 billion and nearly 12000 new startups worldwide, which
are expected to grow more and more in the future (Perwitasari, 2022). After the COVID-19
pandemic, businesses have shifted more rapidly towards online business. However, it was
challenging for organizations to understand consumers' perspectives to increase their intention to
use Fintech products because their intention to use FinTech is still being determined (Zhang et al.,
2023). Fintech services are not only about digitalizing the financial sector and e-banking. A lot
more importance should be given to the consumer perspective to innovate technology after
understanding their needs correctly (Ali et al., 2021).

Around the globe, fintech has reshaped how their agencies and customers perform, and on a
worldwide level, the monetary sector is transferring hastily toward fintech (Irimia-Diéguez et al.,
2023). However, considering Pakistan is the sixth biggest populated country in the world, its
economy is still based mainly on a cash flow financial system with nearly eighty-five percent of
its populace. This is due to the meager funding inside the Fintech sector (Azeem et al., 2023).
According to a report, the country's total number of bank branches is also deficient; for every
10000 adults, only one branch is available in Pakistan, which is nothing compared to the average
of 16.38 in Asia (Magazine Desk, 2021). It is evident that a significant portion of the population
still lacks accessibility to banks and finance. In Pakistan, 80% of financial services are provided
by banks, so many unbanked populations hinder them from contributing to economic activity,
resulting in only 14% of financial inclusion in Pakistan (Sangarathas, 2023; Rizvi et al., 2020).
Among SARC countries, Pakistan is far behind other countries in using financial technologies, and
still, on a large scale, the Pakistani population uses cash for their financial payments and
transactions (Imam et al., 2022) (Table 1). In this regard, this study is significant in understanding
the factors behind the low usage of Fintech in Pakistan compared to other countries.

Table 1: People of SAARC Countries Using Fintech

SAARC countries % of people using Fin-Tech for their transactions
Pakistan 10%
Bangladesh 30%
India 69%
Nepal 49%
Afghanistan 14%

Sri Lanka 64%
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In the literature, many studies investigate the impact of fintech evolution on the growth of
companies and the economies of different countries (Mainardes et al., 2023). However, in a
developing country like Pakistan, where a large population is still not using these technologies, it
is vital to understand the consumer perspective as well (Alalwan et al., 2024). To understand the
technology acceptance behavior of consumers, the TAM model is used in this study, which has
great importance and validity in understanding people's decision-making while using new
technology (Miswanto & Nonis, 2022). Perceived ease of use and perceived usefulness are the
main variables of this model (Davis et al., 1989). Perceived usefulness, according to the TAM, is
the extent to which one believes that employing the technology will improve their performance
(Wang et al., 2021). PE is the extent to which an individual assumes that adopting a specific system
will be free from attempts and efforts (Gupta et al., 2023).

In a country like Pakistan, where the ratio of corruption and crime is higher, people are afraid to
use and link their money with online devices because of its risk factors. According to Chan et al.
(2022), while the type of risk in fintech and e-commerce is the same, the risk connected with both
industries substantially affects their demand. So, this study investigates the impact of perceived
risk as a moderator between PE, PU, and the intention of using financial technology.

Theoretical Background

TAM Model

Many theories were used in the literature of technology acceptance studies and, specifically, in the
context of fintech acceptance. TRA, TPB, TAM, and UTAT are the most commonly used theories
(Aldaarmi, 2024; Igamo et al., 2024; Azeem et al., 2023; Lee et al., 2023; Odei-Appiah et al.,
2022). However, this study will use the integrated model of TAM, which covers the main factors
that help a person in their decision-making and provides behavioral explanations about their usage
intention.

Davis evolved the Theory of Reasoned Action (TRA) into the Technology Acceptance Model
(Davis, 1989), which was the inaugural model to address how psychological factors impact
people's adoption of technology (Davis, 1989). Through TAM, Davis (1989) created and verified
better metrics for forecasting and justifying technology use. PEOU and PU are the main variables
of this model.

Of all the other technology acceptance, TAM is simple to use and implement, making it better than
other models. Studies from the past two decades provide substantial evidence supporting the
results of TAM. According to Singleton et al. (1993), despite all the benefits a theory provides, the
usefulness of the theory could be determined by examining the variance a theory can explain in
predicting a human's behavior.

Perceived Ease of Use:

PE explains that a person thinks using technology will be easy and that no particular expertise is
required to use it while performing tasks (Zaidi et al., 2023). Financial technology (fintech) is an
innovation that makes it easier and faster for people to conduct financial transactions. Fintech
depicts a broader customer population with financial services and is rapidly acquiring user bases
worldwide (Alshari & Lokhande, 2022).

Trying a new technology is difficult for people because they must be hesitant. Especially in using
financial technology, when a person is doing an online transaction and online investment, they are
extra careful because their finance is involved in it (Sharma et al., 2024). If a person does not know
how to use these technologies and finds it difficult to operate, there is a meager chance of using
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fintech products or services (Alsmadi et al., 2022). A study shows that when people believe that
using a particular fintech product and service is easy to use and operate, their intention and actual
usage increase (Bajunaied et al., 2023).

PE was determined by the effectiveness of adopting fintech services, including evaluating the
Fintech available outlook and the simplicity of using various electronic devices to access fintech
services (Gupta et al., 2023). Earlier studies that related PE to technological adoption showed that
PE impacts fintech use intention (Azeem et al., 2023; Zhang et al., 2023; Ashraf et al., 2022; Wang
et al., 2021), but some studies show that PE does not need to help in using technology and in some
studies, PE does not have significant relation on a person intention to use a fintech product or
service (Chin et al., 2021; Irawan et al., 2021). As the results are mixed and the link between the
PE and fintech use intention is unclear, we are further investigating this point in Pakistan and
propose the following hypothesis:

H1: The perceived ease of use significantly and positively impacts the intention to use fintech.

Perceived Usefulness

The perceived usefulness of a technology is regarded as a crucial component in its adoption.
Perceived usefulness, according to the TAM, is the degree of belief a user has while using the
recent financial technology in growing task overall performance is known as perceived usefulness
(Jafri et al., 2024; Wahga et al., 2023; Karim et al., 2022; Nurfadilah & Samidi, 2021; Davis et
al.,1989). PU can also be described as a measure of what people think and how much their
performance will increase by using a particular technology in performing that task (Bommer et al.,
2023). With the help of fintech, the public has access to cutting-edge financial services, including
online payments, financial planning, crowdsourcing, peer-to-peer financing, budgeting, savings,
and more, thanks to the increase in the combination and relation of internet technology and the
financial sector (Nasution et al., 2023; Xie et al., 2021). So, to use these technologies, a person
needs to think that using them will be helpful for him.

When a person is trying anything new, they must be hesitant to try new things, and maybe people
are not comfortable trying new things because they do not feel comfortable and try to avoid it as
much as they can (Hoque et al., 2024; Noreen et al., 2022). People must think that using a particular
financial technology is helpful for them and will increase their effectiveness in achieving their
tasks. (Majid, 2021).

If users see how a new technology will benefit them more in their daily work, they should be
motivated to adopt it. Previous studies (Davis, 1993; Venkatesh et al., 2003; Huang et al., 2022,;
Bommer et al., 2023; Khanet al., 2023; Majid, 2021) demonstrated that PU can play a significant
role in how willing users are to adopt new technology. Previous empirical studies also revealed
that if the people who use these technologies think it is more valuable, they are likely to adopt new
technology like Fintech (Najib et al., 2021). However, the study of Singh et al. (2020) shows that
it is not essential that perceiving technology as applicable will change the decision of a person
about using it because it shows insignificant results, so this study is going to investigate this factor
in this study further and propose a following hypothesis:

H2: Perceived usefulness significantly and positively impacts the intention to use fintech.

Perceived Risk as a Moderator

Perceived risk is another important reason for consumers' low intention to use fintech. Perceived
risk is a user's adverse effects and ambiguity regarding a service (Ha et al., 2024). PR refers to a
person's harmful consequences and uncertainty related to a Fintech service (Jangir et al., 2022).
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Using a new technology is a difficult decision for a person. Especially when these technologies
are related to financial transactions, people cannot start using them so quickly because their
finances are involved (Shuhaiber et al., 2023). Using new financial technology is risky because a
user does not believe that it is safe to use these technologies. In the past, it was seen that many
people who use financial technologies become victims of fraud and do not find it safe to do a
monetary transaction (Mainardes et al., 2023). This is because in financial technology, it is easy to
hack the system online, and in this way, hackers can access all of a person's personal information.
Hence, a person finds it risky to use financial technologies. A past study also shows that if a person
believes that using a particular financial technology is risky and uncertain for them, then the usage
intention and actual usage of a person decreases (Jangir et al., 2022; Xie et al., 2021).

Perceived risk has gotten much attention in the research literature on buyers' behavior toward
technology acceptance (Ali et al., 2021; Ryu, 2018). In earlier studies, Al-Afeef (2024) found that
the risk associated with e-commerce deters people from using the service, which lowers the
adoption of fintech. According to Chan et al. (2022), while the type of risk in fintech and e-
commerce is the same, the risk connected with both industries substantially affects their demand.
Khamis et al. (2021) suggested that because of security and financial concerns, perceived risk is
one of the most essential elements that may significantly affect adopting fintech.

In literature, many studies also use perceived risk as a moderator. Laksamana et al. (2022) and
Qalati et al. (2020) found that perceived risk in online shopping moderates the relationship between
trust and consumers' purchase intention. Li et al. (2023b) found that perceived risk does not
moderate the relation between perceived security and the usage of online banking by customers. It
has been analyzed that perceived risk moderates the relationship between the intention of using
Bitcoin users and their actual behavior (Anser et al., 2020). So, it has been analyzed that perceived
moderate relationships differently from different perspectives. This study will investigate the role
of perceived risk as a moderator between perceived ease of use, perceived usefulness, and intention
to use fintech, and it will propose the following hypothesis.

H3:Perceived risk moderates the relationship between Perceived ease of use and intention to use
fintech.

H4:Perceived risk moderates the relationship between Perceived usefulness and intention to use
fintech.

Figure 1: Conceptual framework
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Methodology

This study aims to discover which factors influence consumers' intentions to utilize Fintech in a
developing country like Pakistan. To meet the purpose of the current empirical investigation, a
research model with three latent variables has been developed. To test the research model, the
study employs a quantitative technique that relies heavily on data collection. This study used the
cross-sectional method, with all data collected simultaneously, saving time and being cost-
effective in a natural setting. The questionnaire was adapted using questions that had already been
validated and used in previously published studies. The current study used an online questionnaire
survey to obtain data from Pakistani Millennials and Generation Z with limited awareness of
financial technologies. This study asks responders to be familiar with traditional and modern
banking operations. To reach this population, bank customers were given surveys. This study used
the Likert scale to operationalise each component, with items on a 5-point scale. The survey web
link was distributed to bank consumers from the millennial and Gen-Z groups who needed
knowledge of fintech products and services. To accurately represent data, a questionnaire was sent
across all four provinces of Pakistan. Data was distributed between regions based on population
ratios, allowing for easy generalisation of sample results. The questionnaires were distributed
online using Google Forms. Out of the distributed surveys, 251 were returned. However, this
response rate meets the minimal requirement of 140, as calculated by the G-power calculator.
There were two sections to the questionnaire. The first section dealt with the introduction and
demography, while the second half covered all structures and their linked components. The
perceived usefulness five-item scale was adapted from Nurfadilah and Samidi (2021), the
perceived ease of use four-item scale from Nurfadilah and Samidi (2021), the perceived risk four-
item scale from Chan et al. (2022), and the intention to use fintech four-item scale from Khatun
and Tamanna (2021).

Data Analysis

Validity and Reliability

This study utilised Smart-PLS to analyse the model using reliability, discriminant, and convergent
validity criteria (Hair et al., 2016). Composite reliability (CR) was used to evaluate internal
consistency and reliability. Table 2 indicates satisfactory composite reliability since all constructs
had CR values of > 0.708. AVE was employed to assess the convergent validity of all components.
Table 2 reveals that all constructs have satisfactory AVE values (> 0.50) (Hair Jr. et al., 2017;
McNeish et al., 2018).

Table 2: Reliability and Validity

Constructs Items Loading CR AVE
Intention to use ITU1 0.89 0.91 0.77
ITU2 0.92
ITU3 0.81
ITU4 0.91
Perceived usefulness PU1 0.85 0.90 0.72
PU2 0.96
PU3 0.87
PU4 0.89

PU5 0.91




Journal of Asian Development Studies Vol. 13, Issue | (March 2024)

Perceived ease of use PEOU1 0.94 0.89 0.73
PEOU2 0.91
PEOU3 0.93
PEOU4 0.83

Perceived risk PR1 0.95 0.95 0.84
PR2 0.95
PR3 0.73
PR4 0.93

Heterotrait-Monotrait (HTMT)

Discriminant validity implies that the constructs are unconnected and not reflected in each other.
The study assessed discriminant validity using the Heterotrait-Monotrait (HTMT) ratio,
identifying 95% of discriminant validity. Table 3 indicates that the data is discriminant-validated,
as all values are below the threshold of 0.90 (Franke & Sarstedt, 2019).

Table 3: Heterotrait-Monotrait (HTMT)

ITU PE PU
ITU
PE 0.821
PU 0.746 0.83

Collinearity Statistics (VIF)

After evaluating the measurement model, go on to the structural model. This study also
investigated multicollinearity. Table 4 demonstrates that all VIF values are less than 3.3, indicating
no multicollinearity issues (Hair et al., 2018).

Table 4: Collinearity Statistics VIF

ITU PE PU
ITU
PE 2.971
PU 2.971
Direct Effect

Table 5 displays the direct correlations between the independent and dependent variables. The
study found a significant relation between perceived usefulness and intention to use fintech (f =
0.188; t-value = 2.43, p-value > 0.05). Also, the correlation between perceived ease of use and
intention to use fintech was significant (§ = 0.606; t-value = 8.718, p-value < 0.05). This indicates
that both H1 and H2 were accepted. Table 5 reveals the associated values between IVs and DV
and their beta values, p-values, t-values, and decisions.

Table 5: Direct Effect

p-value t-value p-value Decision

PE ->ITU 0.606 8.718 0 Accepted

PU->ITU 0.188 2.143 0.032 Accepted
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Moderating Effect

The current study also explored the conditional effect of perceived risk between perceived
usefulness and perceived ease of use towards intention to use fintech. Table 6 shows the results of
the relationships, which show that perceived risk is significantly moderating among the
relationships. So, the hypotheses H3, and H4 were accepted.

Table 6: Moderating effect

p-value  t-value p-value Decision
PRXPE->ITU 0.211 5.297 0 Accepted
PRxPU->ITU 319 8.085 0 Accepted

Discussions

This study explored the relationship between perceived ease of use, usefulness, and intention to
use fintech. The study also examined the role of perceived risk as a moderator. The accepted H1
reveals that customers are likely to continue with their conventional method of conducting
financial transactions if the user interface of fintech goods and services is unfriendly and users
need help comprehending how to use it. These results go in line with previous studies (Bommer et
al., 2023; Ashraf et al., 2022; Khatun & Tamanna, 2021; Wang et al., 2021; Majid, 2021). Thus, a
person will have the highest ITU fintech products and services when he/she believes using a
technology is easy for him/her.

Similarly, the rejected H2 shows a significant direct relationship between perceived usefulness and
intention to use fintech. This finding regarding the hypothesis states that PU has a significant
relation with ITU and is in line with the findings of existing studies (Hoque et al., 2024; Zhang et
al., 2023; Ashraf et al., 2022; Majid, 2021; Keng-soon et al.,2019). These results show that when
users feel that using a particular technology is helpful, they have higher intentions to use the
specific financial technology in Pakistan.

The moderating role of perceived risk produced a wide range of results. Some researchers propose
that perceived risk moderates the relationship between PU and ITU (Jangir et al., 2022; Xie et al.,
2021; Patil et al., 2020; Rastogi et al., 2018; Cho et al., 2018). Other researchers disputed the
agreement above and found negligible results were perceived risk does not moderate the link
between PE and ITU (Al-Afeef, 2023; Ali et al., 2021; Dwivedi et al., 2019; Ryu, 2018), claiming
that all moderators do not need to be significant. However, when ITU is implemented, it is deemed
to pose a high risk. If employees or stakeholders perceive risk in adopting fintech technology, they
may hesitate to utilize or misuse it, resulting in diminished efficiency and production. As a result,
this study investigates the moderation of perceived risk as a critical component that can influence
the success of fintech's intention to use in Pakistan. We discovered a positive coefficient of
perceived risk on the central hypothesis, supporting study hypotheses H3 and H4. Both hypotheses
yielded significant and consistent results.

Theoretical Implications

While fintech adoption has grown in importance in recent years, more research needs to be done
on user perspectives in Pakistan. Understanding the elements influencing fintech adoption is
crucial for increasing itamong individuals. TAM is commonly employed in technology acceptance
theories; however, this study focuses on the characteristics that encourage millennials and
Generation Z to utilize financial products and services more frequently. This study suggests that
while TAM was previously employed to study individuals' perceptions of technology use, it could
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be expanded further (Majid, 2021). This study broadens the model by including external factors
such as perceived risk, enhancing its explanatory power, and providing new insights. This study
suggests that while PE is essential in developing a technology, individuals should not solely rely
on ease of use to adopt fintech. Individuals may initially intend to employ something other than
financial technologies, but if they find them easy to use, they may use them to improve task
effectiveness. According to Xie et al. (2023), the impact of public relations (PR) on an individual's
intention and utilization of technology can limit their decision-making process. This study found
that even if consumers have hostile intentions and see financial technology as unsafe, they will
continue to utilize it for global transactions.

Practical Implications

This study's findings and conclusions have significant practical implications. The perceived
usefulness of fintech products and services has a beneficial impact on intention to use. This
knowledge can help fintech companies raise awareness about the benefits of financial technology.
Fintech companies should focus on reducing people's perceived risk of using financial
technologies. Financial companies should prioritize internet security to minimize risk and fraud
during transactions. Fintech companies and banks should secure their systems to prevent hackers
from accessing sensitive information, especially for large transactions and investments. Fintech
companies with secure systems and proven track records should emphasize the safety of their
products and services (Chan et al., 2022).
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