\‘\

L)

IBEOEDODOCLLEE)

A aple O e 3 o€

Proceedings of the
4" International Conference on E-=Commerce

18-20 SEPTEMBER 2017. PUTRAJAYA, MALAYSIA

ISBN  978-967-0910-44-4
elSBN 978-967-0910-47-5

o ‘mISSAD

INSTITUTE FOR STRATEGIC & SUSTAINABLE ACCOUNTING DEVELOPMENT

Akllah Ade"ah o A Institut Kajian Strategik & Pembangunan Perakaunan Mampan
Norhaiza Khairudin o~ Universiti Utara Malaysia




Proceedings of the
International Conference on

E-Commerce (ICoEC) 2017
18-20 September 2017
Putrajaya, Malaysia

Editors:
Aidi Ahmi
Akilah Abdullah
Norhaiza Khairudin

06010 — UUM - Sintok — Kedah - Malaysia



Institute for Strategic and Sustainable Accounting Development (ISSAD)
Tunku Puteri Intan Safinaz School of Accountancy

Universiti Utara Malaysia

06010 UUM Sintok

Kedah, Malaysia

Tel: +604-9287352

Fax: +604-9287216

E-mail: issad@uum.edu.my

Website: www.issad.my

© 2017 ISSAD

First Published 2017

All right reserved. No part of this publication maybe reproduced, stored in a retrieval system, or transmitted in any form or by any means,
electronic, mechanical, photocopying, recording or otherwise, without either the prior written permission of the publisher. Applications for
the copyright holder’s written permission to produce any part of this publication should be addressed to the publisher.

Perpustakaan Negara Malaysia

Proceeding of the International Conference on E-Commerce (ICoEC)
2017 I Editors :Aidi Ahmi, Akilah Abdullah, Norhaiza Khairudin.
ISBN 978-967-0910-44-4
1. Electronic commerce--Congresses.

I. Aidi Ahmi. II. Akilah Abdullah. III. Norhaiza Khairudin. IV. Title.

658.054678

Perpustakaan Negara Malaysia

Proceeding of the International Conference on E-Commerce (ICoEC)
2017 I Editors :Aidi Ahmi, Akilah Abdullah, Norhaiza Khairudin.
eiSBN 978-967-0910-47-5
1. Electronic commerce--Congresses.

I. Aidi Ahmi. II. Akilah Abdullah. III. Norhaiza Khairudin. IV. Title.

658.054678

Cataloguing-in-Publication Data

Cataloguing-in-Publication Data

Disclaimer: Every reasonable effort has been made to ensure that the material in this book is true, correct, complete, and appropriate at the
time of writing. Nevertheless, the publishers, the editors, and the authors do not accept responsibility for any omission or error, or for any
injury, damage, lose, or financial consequences arising from the use of the book. The views expressed by contributors do not necessarily
reflect those of the Institute for Strategic and Sustainable Accounting Development (ISSAD), Tunku Puteri Intan Safinaz School of

Accountancy, Universiti Utara Malaysia.

Printed in Malaysia by
UUM Press

Universiti Utara Malaysia
06010 UUM Sintok
Kedah, Malaysia

ICoEC 2017 Proceedings | ii



4" International Conference on E-Commerce

ICoEC 2017

18-20 SEPTEMBER 2017. PUTRAJAYA, MALAYSIA

Table of Contents

Message from Guest Editors

Aidi Ahmi, Akilah Abdullah, Norhaiza Khairudin ... ..o 1
Preliminary Usability and User Experience Study of Mobile Recommendation System

Sim Yee Wai, Cheah Wai Shiang, Awang Aizzuddin Sulong Awg Sabli, Alex Tze Hiang Sim...... 4
Exploring the Key Factors of Hotel Online Booking through Online Travel Agency

Mohd Haniff Jedin, Kohila Ranjini Annathurai..............ooooiiiiiii 9
Critical Review of Verification and Validation Process in Feature-Based Method Steganography

Roshidi Din, SUN@riya Utamia.......ccooiiiiiiiiiieee e 15

E-commerce adoption in Developing Countries SMEs: What Do the Prevailing
Theoretical Models Offer Us?

Abdulhakeem Idris, Helen Edwards, Sharon McDonald ......coouveeeioio e, 20
The Development of myRapid Payment System Using Near Field Communication (NFC)
Technology

Farahwahida Mohd, Mohd Ashraf Az e e 29
Negotiation in the Sourcing Process in E-Procurement: Case study at the Australian Private
Sectors

Noraizah Abu Bakar, Norhayati Alias, Konrad Peszynski, Nurdiana Azizan ...........cccccocoeivinieinn.n. 35
HRM Practices and Knowledge Sharing: Employees’ Perception Study
Syeda Mehak Fatima Gillani, Salman Igbal, Haslinda Hassan, Mamona Rasheed......................... 42

Surveillance Rapid Detection of Signs of Traffic Services in Real Time

Mohammad Alodat, lyas Abdullah...........oocoiiiii e 51
From Business Intelligence to Data Competencies: Insights from the CGMA Data Competencies
Model

Wong Kee-Luen, Julian Teh Hong-Leong, Ng Shwu-Shing, Chuah Min-Ho ..........ccccooiiin. 56
Preservation of Green Environment in Smart Home Project: Formulation of Sustainable
Legal Framework

Asmah Laili Yeon*, Noor Ashikin Basarudin, Zuryati Mohamed Yusof,

Nuarrual Hilal Md Dahlan, Nazli Mahdzir .......oooo e e 65
Perceived Risk on Online Store Image towards Purchase Intention: A Review

Lu Man Hong, Noorshella Che Nawi, Wan Farha Wan Zulkifli ...........ccocooiiiiiiii 74
Value Co-Creation Practices in Social Commerce Community

Syahida Hassan, Suzana Zambri, Mohd Idzwan Yacob........c.c.occooiiiiiiiiiii 83
Tax E-Lejar Service: Determinants of Behavioral Intention among Individual Taxpayers in Kuala
Lumpur

Saliza Abdul Aziz, Mohd Azuan ARMad Bani c.cooeeeeee oo 90
Customer Intention to Stay with Banks: Synergizing Online and Offline Service

Mei Foong Wong, Chow Yeng LiM . ..o 99

A Review of the Opportunities, Risk and Challenges of E-Commerce Tax Administration in
Malaysia and Other Selected Countries

TaN-Chin Lim, ZUDir AZNar. e 106
Adoption Of Electronic Payment System In Islamic Microfinance Institutions
Siti Aishah Mohamad, Salina KaSSIM .....eeeeeeeee oo 113

ICoEC 2017 Proceedings | iii


Faizah
Highlight


4" International Conference on E-Commerce

ICoEC 2017

18-20 SEPTEMBER 2017. PUTRAJAYA, MALAYSIA

A Conceptual Model of AR Based Experiential Marketing

Nuramalina Ahmad Baharuddin, Dayang Rohaya Awang Rambli........cccccocooiiiiiiiiiiii 119
The Development of IT Governance Tactical Model

Hafizah Mohamad Hsbollah, Alan Simon, Nick Letch ...oooeeeeeoe e 126
Mobile Network Virus Infection Dynamics: A Threat to Enterprise Information Security

Suhizaz Sudin, R Badlishah Ahmad, Syed Zulkarnain Syed |drus.........ccccoceiiviiviiiiiiiiieiee 134

Evaluating the Effectiveness of Good and Service Tax (GST) Computerised System in Malaysia:
Impact on Audit Compliance

Rafeah Mat Saat, Ku Maisurah Ku Bahador, Faridatul Husna Ahmad Faiz.............ocooiiiiiil, 143
A Model of Social Media Adoption And Impact in Malaysian SMEs
Mohd Hisham Mohd Sharif, Khairina Rosli, Aidi ARMI ... 148

The Effect of Digital Economy towards Students’ Entrepreneurial Characteristics and
Entrepreneurship as Career Choices A Comparative Study
Nadiah Abd Hamid, Hakimah 'Aisyah Mohamad Taib, Tengku Fairuz Tengku Embong,

Nor Hasnah Mad Saheh, Norazah Md Azali, Nurshamimi Sabli, Florentino Kurniasari................ 153
A Review of Market Segmentation on Events and Festivals from 1996 to 2017

Nur Balgish Hassan, Noor Hazarina Hashim ...........ccocooiiiiiiiiii e 164
Perceived Usefulness Affects the Acceptance of Tax E-Filing System? Malaysia and Nigeria Cases

Idawati lbrahim, Wasiu Lamidi, Masriah AlIS ......ooooee e 170
Development of Strategic IS Planning: An Experience of Selected Malaysian SMEs

Raja Haslinda Raja Mohd Ali, Rosli Mohamad, Yurita Yakimin Abdul Talib...........cccccocooiiiinn. 177

Aligning E-Business Capabilities in SMEs: The Role of Owner/manager Characteristics
and IT Sophistication

Rosli Mohamad, NOOT AZIZi ISTN@IL.....eeeeee e e e 183
Leveraging Big Data Through Knowledge Management Processes

Fariza Hanim RUSIy. . ..o 190

ICoEC 2017 Proceedings | iv



4" International Conference on E-Commerce

ICoEC 2017

18-20 SEPTEMBER 2017. PUTRAJAYA, MALAYSIA

Adoption of Electronic Payment System in
Islamic Microfinance Institutions

Siti Aishah Mohamad?*, Salina Kassim

Institute of Islamic Banking and Finance, International Islamic University Malaysia.

Abstract: Advancements in technology have affected financial services all over the world including
in Malaysia. As the financial service industry is now dealing with the electronic payment (e-
payment) system, the paper-based retail payment system is considered costly, time-consuming and
inefficient. The e-payment system fills in the gap of the traditional payment system by providing
efficient and affordable services. Financial institutions, particularly Islamic micro-finance institutions
(IMFls) are prompted to implement the e-payment system due to the strengths of this system.
Micro-enterprises can create huge potential by implementing the system which is able to give a big
impact to the financial services industry in Malaysia. However, not many studies have highlighted
the adoption of e-payment among IMFls. This study aims to analyse the e-payment services offered
by IMFls by reviewing and identifying the issues and challenges in adopting the system. It also
provides suggestions for the improvement of e-payment adoption by the IMFls. A critical review of
previous studies was conducted to achieve these aims. The result is expected to contribute to the
enrichment of knowledge in digital financial services and will be useful for IMFls to continuously

improve their services.

Keywords: E-payment, Islamic Microfinance Institutions, Micro-enterprises

1. INTRODUCTION

Rapid advancements in technology have
affected the financial landscape all over the
world, including  Malaysia.  Technology
adoption in financial services promotes the use
of the electronic payment (e-payment) system
which enables fast, efficient and convenient
services. Consequently, the paper-based retail
payment system is now considered costly,
time-consuming and inefficient. The e-payment
system provides various channels of payment
such as automated teller machine (ATM), the
Internet and mobile banking and point of sales
(POS) terminals. The implementation of the e-
payment system also benefits non-banked
communities in the effort to increase access to
formal financial services and contribute to
financial inclusion (Mokhtar, 2011).

Realising the benefits of technology in financial
services, financial institutions are competing
against each other to come up with innovative
services that are user-friendly and cost-effective

*Corresponding author. Tel.: +6-013-9928233
E-mail: sitia@pahang.uitm.edu.my

Copyright © 2017. The Authors.

for their customers. Micro-finance institutions
(MFls) are also starting to focus on the
adoption of innovative solutions to increase
their efficiency (Rozzani, Mohamed, & Syed
Yusuf, 2016). Micro-finance has been
acknowledged as an effective tool to alleviate
poverty and create entrepreneurs. Technology-
based services are important to enable MFIs to
collect client data and apply it to the collection
and disbursement of loans through the e-
payment channels which are faster and more
efficient compared to branch offices (Bada,
2012). With the aid of technology in the
operation  system, the efficiency and
effectiveness of micro-finance can be improved
(Ahmed, 2015; Nugroho & Miles, 2009). This
technology is applied to transactions through
e-payment channels. There are many benefits
of technology adoption to MFIs such as
reduced transaction and operational costs, less
risk of fraud, improved quality of financial
information, increased outreach and customer
satisfaction and loyalty (Hishigsuren, 2004).
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Despite this, many MFIs are still facing
difficulties in utilising the technology. Kulik and
Molinari (2004) and Mishra and Chowbwy
(2009) found that lack of access to technology
is one of the reasons for the poor performance
of MFls. A study conducted by CGAP (2013)
identified various issues in implementing
technology in MFls. These include issues of
human capacity, suitability of application,
changes of processes and procedures, costs,
the commitment of management and decision
maker, diversity of geography, and language.

2. ISLAMIC MICROFINANCE INSTITUTIONS IN
MALAYSIA

The role of micro-finance to the poor cannot
be denied but due to certain conflicts with
Islamic teaching, not all of its concepts can be
accepted by Muslims. Conventional micro-
finance fails to satisfy Muslim communities
because it is based on the concept of profit-
oriented business. Besides, the interest rate
charged on the loan provided is strictly
prohibited by the principles set forth in the
Sharia of Islam. Consequently, Islamic micro-
finance is really needed by Muslim
communities, especially the extremely poor
(Ahmed & Ammar, 2016). Malaysia is a Muslim
country, which has a population of 31 million
with 60% Muslims and a large market for
Islamic micro-finance. Due to that, micro-
finance products in Malaysia are already sharia-
compliant using the concepts of gard Hassan,
Bai al Inah, Al Ujra and many more (Micro
Capital.org, 2009).

In Malaysia, micro-finance products are offered
by MFls, cooperatives (credit unions),
development financial institutions (DFI) and
commercial banks with micro-finance schemes
(Global Islamic Finance Report, GIFR 2012).
The three dominant Islamic micro-finance
institutions (IMFls) are Amanahlkhtiar Malaysia
(AIM), Yayasan Usaha Maju (YUM) and
Economic Fund for National Entrepreneurs
Group (TEKUN Nasional). AIM is a non-
government organisation (NGO), while YUM
and TEKUN are under the Ministry of
Agriculture and Agro-based Industry Malaysia,
respectively. AIM is the largest IMFI in
Malaysia, providing group-based lending to
the poor community based on the Grameen
Bank model.

Micro-entrepreneurs represent 77% of the
645,136 SME establishments in Malaysia in

2011 (SME Corp, 2016). The large market of
micro-entrepreneurs can give a big impact on
the migration from the paper-based to the
electronic-based payment system and could
directly contribute to financial inclusion. The
government has taken initiatives to improve
financial inclusion through access to financing
at various stages of business life-cycles for
entrepreneurs. For poor and hard-core poor
communities, the source of credit is from
NGOs, normally  AIM, while micro-
entrepreneurs can apply for finance from banks
and  non-bank  MFIs such as Bank
SimpananNasional (BSN), Bank Rakyat, TEKUN
Nasional, AIM, YUM and MARA. Formal MFls
such as BSN and Bank Rakyat require a lot of
documents including bank statement to apply
for micro-finance assistance. This is the main
reason why micro-entrepreneurs borrow funds
from AIM, TEKUN Nasional and YUM. On the
other hand, banking institutions and DFlI
provide sources of finance for SMEs.

3. E- PAYMENT SYSTEM IN MALAYSIA

E-payment is one of the nine focus areas under
the Financial Sector Blueprint 2011-2020 used
to drive Malaysian transition to achieve the
status of a high-income economy. By 2020,
Bank Negara Malaysia targets to have 200 e-
payment transactions per capita and reduce
the usage of cheques to only 100 million per
year. All parties must play their roles to
stimulate the migration of paper based
payments to e-payments. The measures taken
by the Central Bank include providing the right
price and infrastructure such as POS terminals
and mobile banking for wider outreach. These
efforts showed positive impact when the
number of e-payment transactions per capita
increased by 47 per cent from 2003 to 2012. E-
payment can be defined as a collection of
components and processes that enables two or
more parties to conduct financial transactions
and exchange monetary value via an electronic
system (Kabir, Saidin, & Ahmi, 2015). No cash
is used in making payments through the e-
payment system. Payments can be made via
online transactions using channels such as
mobile banking, debit and credit cards,
cheques, and wire transfer. In addition,
financial transactions can be carried out
anywhere and anytime via the Internet with the
use of computers or mobile phones
(Ebeiyamba, 2014).
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The evolution of e-payment in Malaysia started
in the late 1970s with the introduction of a
credit card followed by the use of ATM cards in
the late 1980s. Subsequently, following the
advancement in the Internet technology,
financial institutions came out with the Internet-
based payment system in the late 1990s.
Customers can access their accounts using
computers as long as there is an Internet
connection. The issue of the Internet network
and computer usage became the main
obstacle to the Internet banking. Customers
who live in urban areas were still unable to use
the services due to the poor Internet network.
The barrier to the Internet banking was solved
with  the introduction of mobile-based
payments in early 2000. Mobile-based
payments provide convenient services, where
certain systems do not need the Internet to
conduct transactions. In 2012, POS terminals
were brought into the market purposely for
SMEs and micro-enterprises. This is because
POS terminals bring the bank to the door of
the poor communities.

4. E-PAYMENT ADOPTION IN IMFlIs

Adopting information technology may improve
the performance of IMFIs to become more
efficient and effective in terms of cost, time and
services offered (Ahmed, 2015). As the largest
IMFI in Malaysia, AIM had implemented the e-
payment system to support the initiative by the
government in encouraging digital
transactions. In 2011, AIM adopted mobile
banking known as M-ringgit which is a
collaborative effort between AIM and Bank
Islam Malaysia Berhad. Using M-ringgit,
borrowers do not need any the Internet
network to pay their loans. This system enables
AIM to receive money paid online without
having to collect physical cash at any meeting
centers. M-ringgit saves time for queuing at
meeting centers and it is safer for borrowers
and AIM officers instead of handling cash. This
system was first implemented at Al-Insyirah,
one of the AIM branches in Selangor. After
that, it was implemented at 32 branches of
AIM. The amount received through M-ringgit
from the period of January to June of 2011 was
RM15,185,928. This amount increased
tremendously to RM102, 160,731 in the period
of January to June of 2012. However, in the
period of July to December 2012, the amount
received dropped to RM84,029,457 (Maznah,
2012). AIM was unable to maintain the use of
M-ringgit due to its high cost.

The efficiency of the e-payment system
encouraged AIM to find another alternative to
implement the electronic system. In 2015, AIM
started to use an e-pay system through
collaboration between AIM Solutions SdnBhd
(AIMSSB), a subsidiary of Amanahlkhtiar
Malaysia SdnBhd (AIMSB) and a non-bank
organisation which is GHL Systems Bhd (GHL).
The e-pay system allowed borrowers to repay
their loans using a debit card and collection
point with payment terminals. The system is
still in progress to be implemented in all AIM
branches around Malaysia.

TekunNasional provides both electronic and
traditional payment systems to collect loan
repayment from their borrowers. For the
traditional payment method, borrowers need
to go to any branch of TEKUN Nasional and
pay by cash or cheque at the counter.
Optionally, the borrowers can also visit
participating banks which are RHB Bank, Bank
SimpananNasional (BSN), Bank Rakyat, Agro
Bank, Muamalat or Maybank and make
repayments through the bank counters. For e-
payment, borrowers can use channels such as
the Internet banking, POS terminals or cash
deposit machines to repay their loans. In this
regard, the payment alternative provided by
TEKUN Nasional gives the borrowers wider
payment channels to choose. This is in line with
the findings of several studies that distance is a
major factor influencing the repayment rate of
micro-finance (Nawai & Mohd Shariff, 2012). By
providing various channels for payment,
TEKUN  Nasional solved many different
problems faced by borrowers in repaying their
loan. Meanwhile, YUM still uses the traditional
method of payment which is the paper-based
system. There are a number of MFls who have
yet or are late in adopting new technologies
and prefer to use the traditional system
(Campion & Halpern, 2001). This will affect the
efficiency of operation and cost of the MFls
(Arun & Hulme, 2008).

In other parts of the world, IMFIs are gradually
adopting the e-payment system. In Pakistan,
IMFIs are adopting easypaisa; a mobile
banking (m-banking) system used to reach
customers who stay in remote areas. This e-
payment system enables customers to disburse
and repay funds at any time as it is a 24-hour
operation. Besides, it benefits both clients and
IMFls in reducing the burden of handling cash
(Ahmed, 2015). MPESA and WIZIT are the m-
banking systems successfully used in Kenya
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and South Africa, respectively. The introduction
of electronic banking, Matapat ATM Savings
account in 2012 by an MFI in the Philippines to
their clients contributed to reducing the cost of
financial services for rural area customers (Card
MRI, 2013). Benefits for clients include saving
the time and cost of traveling to an MFI branch
to make repayment. For the IMFIs’ side, the
electronic payment system reduces the need

for staff and increases efficiency (Ammar &
Ahmed, 2016).

5. ISSUES IN THE ADOPTION OF E-PAYMENT

There are many factors influencing the
performance of MFIs worldwide. According to
Kulik and Molinari (2004), the major reasons for
the poor performance of MFls are due to lack
of access to technology, high costs, and limited
resources and outreach by the clients. The
alternative that can be taken to improve the
MFIs" performance is by adopting the
technology. The MFIs increase clients’
satisfaction and organisational efficiency after
adopting the technology for their operations
(Dary & Issahaku, 2013). Nevertheless,
technology adoption also creates various issues
among service providers, particularly the MFls
(Islamic or conventional). Many MFls find it
difficult to avoid the risk and harness the
benefits of technology adoption in their
operations (EMN IT & Innovation Working
group, 2011). Problems can come from
external or internal issues. Internal issues
consist of human resource capacity and skill,
cost, the commitment of management and
compatibility of application and changes of
procedures in the organisation while external
issues are geographical diversity, laws,
regulations and infrastructure (CGAP, 2013).

A study conducted by Ahmed and Ammar
(2016) on m-banking adoption in Sudan
revealed that the poor quality of
telecommunication network services is a major
constraint to the IMFls to effectively implement
the e-payment system. Another factor that
blocks the adoption of e-payment is the
absence of specific laws and regulation for the
system. It will become a risk to the IMFI if
anything goes wrong with the system.

Nabilah, Intan and Sharifah (2016) conducted a
study to explore the implementation of
technology in one of the IMFls in Malaysia. The
study found that the e-payment system that
has been implemented was unable to create a

win-win situation. This system only gave
benefits to the institution, but not to its clients
due to the lack of easiness in conducting the
transactions. The e-payment system can save
institution officers’ time to monitor and handle
loan repayments. However, this new system
transferred  the officers’ duties to the
representatives  of  borrowing  groups.
Borrowers will make payments to the
representatives who need to bear the risk of
carrying the cash to be deposited to the bank.
Another issue raised in this study is that the
IMFls have to outsource the payment system
for their clients. They are not directly involved
in setting up the system in order to run the
system adequately. This issue will create fraud
and default payment risk to institutions. The
institutions also lack expertise or collaboration
with  commercial banks or government
agencies.

According to Azhari (2015), lack of funds is the
main issue in implementing the technology in
IMFls. IMFls provide interest-free loans through
the Qard Hassan contract to groups of
borrowers. An effective repayment system is
very important to ensure that all loans will be
repaid to maintain financial sustainability.
Setting up a new payment system that has an
ability to connect between systems may have
high cost implications. The decision to choose
the right technology needs to be made by
qualified personnel. In other words, institutions
have to hire experts in technology to solve
technology failure and technical problems in
the new payment system.

Another issue is due to customer illiteracy.
Most borrowers have low education levels
(Saad, 2011). It is difficult to change their
minds, especially ~when dealing with
technology. Clients of IMFIs in Malaysia are
technology illiterate, therefore they are hesitant
to use the new payment system and prefer to
choose a representative to manage their
repayment of loans (Nabilah, Intan & Sharifah,
2016).

6. CONCLUSION AND RECOMMENDATIONS

The aim of this study is to review the e-
payment services offered by IMFls and identify
the barriers in the adoption of e-payment to
provide suggestions for improvement. From
the information gathered, it can be concluded
that IMFIs are not reluctant to adopt the
technology but there are various issues needed
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to be solved before they decide to do so.
Different countries face different issues but it
can be highlighted that all the literature
mentioned  above  have  stated  that
infrastructure is one of the barriers. To solve
this issue, the government has to play its role in
promoting basic infrastructure such as the
Internet network and improve the existing
wireless network in order for the MFIs to
successfully implement e-payment. The issue of
law and regulations for e-payment is also
related to security risk. The government
through the Central Bank should create specific
laws and regulations to promote safe, efficient
and reliable payment systems, and instruments.

IMFls should not rush to adopt technology in
their operations. They should evaluate and
choose the best channel of e-payment for the
benefit of both their clients and the
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