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Abstract 
This study aims to analyse the e-payment adoption among microentrepreneurs by applying 
the Unified Theory of Acceptance and Use of Technology (UTAUT). Specifically, the constructs 
of UTAUT, namely performance expectancy, effort expectancy, social influence, and 
facilitating conditions are tested against adoption of e-payment of the microentrepreneurs. 
Additionally, two new variables are included, namely financial cost and technology awareness 
as an extension of the UTAUT model. Data were collected among microentrepreneurs in 
Jengka area and being analysed by using SPSS 26.0. The study finds that all the variables have 
Cronbach’s Alpha more than 0.8 which shows that all of them are reliable. The  descriptive 
analysis is done and it was found that all of the respondents surveyed used e-payment in their 
financial transaction. The study reveals that all respondents used ATM. Almost all of them 
(91.2%) used POS terminal, 88.2 per cent used debit card and 2.9 per cent used mobile 
banking to make payment. However, none of the microentrepreneurs surveyed used internet 
banking.  This study hopes to provide relevant inputs to the relevant authorities on ways to 
increase the e-payment adoption among microentrepreneurs in Malaysia. In addition, the 
findings can be used by the academician as a source of reference for their study in the future. 
Keywords: Microentrepreneur, E-Payment, Adoption, Preliminary Analysis.  
 
Introduction  
 The world now are at the beginning of Fourth Industrial Revolution, a new era where 
all sectors are involved in the digital world. The wave of digitalization creates various 
opportunities for entrepreneurs to improve and strengthen their businesses, particularly the 
microentrepreneurs. As the market becomes wider and interaction in trading for payments 
and logistics is based on trusts without face to face meeting, all industry players are 
scrambling to meet the challenges in the digital world and fulfill changing customers 
expectations who demand speedy, cost saving and efficient services. One of the important 
stakeholders in the microenterprise industry is the financial industry. The rapid changes of 
technology had changed the financial industry all over the world to become digital. All the 
financial transactions are in the customers fingertips and can be done anytime at anywhere 
(Victor, 2015).  One of the digital banking systems that become more popular is electronic 
payment (e-payment). The used of machine, card, internet and mobile phone has increased 
efficiency, innovativeness and reduce fraud in the payment system (Oladeji, 2014). Klapper 
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(2017) claimed that the e-payment can increase the microentrepreneurs’ profitability by 
enabling financial transactions to be conducted with customers, suppliers and the 
government safer, cheaper and efficient.  

Even though it has been proven to be successful in certain countries such as Kenya, 
Bangladesh and India, the adoption of e-payment among the microentrepreneurs in Malaysia 
is still at low level. E-payment has benefited customers particularly those who are staying in 
the remote areas to access at least the basic banking services, with emphasis being given to 
microentrepreneurs whom are categorised as those below 40 per cent of pyramid group 
(B40). The implementation of e-payment helps the microentrepreneurs to increase the 
efficiency, reduce cost and optimise their financial operations. Despite the benefits, the 
adoption of e-payment among the microentrepreneurs are still at the low level. Therefore, it 
is important to analyse the determinant that influence the e-payment adoption.  

This study aims to investigate the adoption of e-payment among microentrepreneurs 
in Malaysia. To achieve the objective, the Unified Theory of Acceptance and Used of 
Technology (UTAUT) has been applied as the framework. UTAUT is considered as the best 
model to analyse the customers’ adoption of technology. There are four constructs of UTAUT 
which are performance expectancy, effort expectancy, social influence and facilitating 
conditions. The performance expectancy refers to the individuals believe that the use of the 
technologies will result in better performance because the technology is useful for them. 
Effort expectancy is referring to the ease of use of the technologies. Facilitating condition is 
the perception that the organizational and technical infrastructure is required to support the 
existence of the technologies. Social influence was found as the extent to which individuals 
perceive that others, especially friends and family, believe they should use e-payment 
services. A specific example of the adoption of the UTAUT is the study by Vankatesh et. al., 
(2003) which defined all the constructs and considers them in a model of users’ intention and 
usage of information technology. The model was found to have a coefficient of determination 
R² of 0.7, indicating that the model is able to explain 70 per cent of the variance in the users’ 
intentions and use information technology. 
 
Background 
 Small and Medium Enterprises (SMEs) play a vital role in contributing to the output 
and employment in all countries. In Malaysia, for instance, 78 per cent of the SMEs are 
microenterprises. Under the new SME definition, microenterprise is defined as a company 
which has the following characteristics: sales turnover of less than RM300, 000 and number 
of employees that is less than five persons. Abu Bakar et al., (2012) explained that 
microenterprises as having less than five full time workers. These small businesses formation 
obtained licenses or permits from local councils to conduct business and registered with 
Companies Commission of Malaysia. According to Munoz, Welsh et al., (2014), 
microentrepreneurs are the small business owners from the isolated segment of population, 
who set up the business on numerous forms to struggle with the capital constraints and entry 
barriers. The microentrepreneurs facing difficulties to deal with the formal financial 
institutions due to the high risk and cost to serving them. In all over the world, the 
microentrepreneurs have problem to access the external finance and they have more 
constraints to operate and growth (Galindo & Schiantarelli, 2003).  

The emergence of microfinance institutions (MFIs) contributes the growth of 
microentrepreneurs. The microentrepreneurs can now access the formal financial institutions 
for their funding source. As one of the sources of fund to this important group, the MFIs need 
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to be prepared with the technological change. The paper-based banking system has been 
replaced with the paperless system such as the e-payment system, which enables customers 
from remote areas to conduct banking transactions with less cost. According to Victor (2015), 
the e-payment helps microentrepreneurs to speed up the payment process because payment 
will be made directly to the account anytime. Comparatively, in the paper-based system, 
payment has to be made manually by visiting bank, thus a high travelling cost incurred. The 
process of trading with customers also can be managed effectively with the e-payment 
system. 

 
Challenges in the Implementation of e-payment 
 Even though there are many advantages of e-payment to the microentrepreneurs, its 
adoption in Malaysia is still at low level. Different countries are facing different issues in the 
adoption of e-payment. For example, in Kenya, lack of adequate and reliable infrastructure, 
inadequate skills due to low levels of computer literacy are listed as some of the challenges 
for the adoption of e-payment (Ngairah & Joyce, 2016). Matters related to security, 
information communication and technology (ICT) literacy, fear of risk, lack of training, 
awareness, and infrastructure are the problems for the adoption of e-payment in Nigeria 
(Okifo & Igbunu, 2015). The study in India found that, innovation of the system, incentive 
(monetary and nonmonetary), customer convenience and legal framework are the four 
factors that need to be highlighted to increase the e-payment adoption (Sanghita & Indrajit, 
2014).   

Additionally, e-payment requires cost and ICT skill for it to be used by users. The rapid 
changes of technology create difficulties for microentrepreneurs to adopt. Customers who 
have no experience and knowledge fear to use e-payment system (Meuter et al., 2003). They 
will only adopt the new technology system if it has clear benefit and comfortable to use 
(Norris & Moon, 2005; Titah & Barki, 2006; Gupta et al., 2019). Staying in the remote area and 
busy with the business maybe make the microentrepreneurs not aware with the new 
payment system. Although the Central Bank of Malaysia (CBM) organised the National e-
payment township road shows to create awareness about e-payment, it is not focusing to the 
poor communities. The road shows were held in the city areas around Malaysia. As the 
consequence, the poor communities were legged behind the technological change and 
cannot adopt because not aware of it. The previous studies concluded that awareness leads 
to slow adoption of e-payment (Yaqub, et al., 2013). Few studies found that technology 
awareness is significantly influenced the adoption of electronic payment system (Abu Bakar 
et al., 2013; Rehman et al., 2012). The study by Min et al., (2020) revealed that facilitating 
condition as one of the strongest predictors of behavioral intention to use e-payment. The 
facilitating condition such as ICT facilities to access the internet are also the problem to the 
microentrepreneurs. Even though the 1Malaysia Internet Centre was set up by Malaysian 
Communications and Multimedia Commission (MCMC), but this facility benefited specifically 
for students from the rural areas (MCMC, 2016). 
 
Research Methodology 
 As a preliminary analysis, this study adopts a pilot study which is important to identify 
the weaknesses in survey techniques and questionnaires (Kothari, 2004). According to 
Monette et al., (2011), a minimum of twenty participants for the pilot test are sufficient to 
test the validity of the questionnaires content. The respondents of this study are the 
microentrepreneurs and also the MFI clients who are staying around Bandar Pusat Jengka; a 
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small town in Pahang state of Malaysia. For the purpose of this study, a survey was conducted 
among 34 microentrepreneurs. The questionnaires consist of two sections; Section A is the 
demographic profile of respondents and Section B is about the determinants of e-payment 
adoption. The items in Section B were measured using a 7-point Likert scale, ranging from 
“strongly disagree” to “strongly agree. Statistical Package for the Social Sciences (SPSS) 26.0 
was used to run the analysis. 
 
Results and Discussion 
 The demographic profile of the microentrepreneurs has been investigated in Section 
A of the questionnaire. It was found that, each of the single and married respondents are 38.2 
per cent respectively. Another 23.6 per cent are single parents.  Most of the 
microentrepreneurs (67.6%) has the secondary school qualification. Four (11.8%) of them 
only have primary school qualification. The rest (20.6%) are the diploma and bachelor’s 
degree holders. The  descriptive analysis was done and it was found that all of the 
respondents surveyed used e-payment in their financial transaction. In particular, the study 
reveals that all respondents used Automted Teller Machine (ATM). Almost all of them (91.2%) 
used debit card to make payment. Point of Sales (POS) terminal also has high usage rate 
(88.2%) because most of the respondents are the clients of Amanah Ikhtiar Malaysia (AIM). 
AIM provides POS terminal to their clients for repayment of loan. Few respondents are found 
(2.9 per cent) used mobile banking. However, none of the microentrepreneurs surveyed used 
internet banking. This is maybe due to the slow internet connection in Jengka area.  

The reliability test has been conducted to ensure that the six variables; performance 
expectation, effort expectation, social influence, facilitating conditions, financing cost and 
technology awareness are reliable. Referring to Table 1, all the variables have the Cronbach’s 
Alpha more than 0.8. It means that these constructs are reliable. The value of Cronbach’s 
Alpha must be more than 0.7 to ensure that variables are reliable (Hair et al., 2007). 

 
Table 1. Reliability Statistic 

Variables Cronbach’s Alpha No of Items 

Performance Expectations 0856 6 

Effort Expectations 0.847 6 

Social Influence 0.899 6 

Facilitating Conditions 0.841 6 

Financing Cost 0.848 5 

Technology Awareness 0.853 5 

E-Payment Adoption 0.880 5 

 
From the data analysis, it can be concluded that all the microentrepreneurs adopt e-

payment. However, most of them are comfortable using the old version of e-payment 
platforms such as ATM and debit cards. The ATM was firstly introduced in the early 1980s. 
While the debit card was first time issued in 2004. These two platforms do not need the 
internet network or use of the communication devices. While the POS terminal is used by 
them because of this platform provided by the MFIs purposely for the loan repayment. The 
microentrepreneurs did not use internet banking may be due to slow internet coverage. The 
microentrepreneurs in Jengka area are facing the same problem as Kenya and Nigeria. They 
were unable to use internet banking to make payments due to the poor internet connection 
around their premises. To encourage the e-payment adoption specifically on internet banking 
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and mobile banking, the government should play their role to improve internet connection in 
Jengka area. As stated by Min et al., (2020) facilitating condition such as internet facility is one 
of the strongest predictors of behavioral intention to use e-payment. 

Further study should be conducted to know the factors that really influence the e-
payment adoption. From the discussion in the challenges of e-payment implementation, six 
factors were suggested. The result of the reliability test on suggested factors; performance 
expectation, effort expectation, social influence, facilitating conditions, financing cost, and 
technology awareness shows that the six factors are reliable because the Cronbach’s Alpha 
values are more than 0.8. The measurement model and structural model ssessments can be 
conducted to know the relationship between all the factors with e-payment adoption. These 
tests are very important and can contribute to literature review for e-payment adoption. In 
addition, it also can provide information to the MFIs and Government in encouraging the B40 
groups to use e-payment. 
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