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Abstract  

Drawing on UTAUT2 framework, this study aims to investigate the behavioural intention and adoption of 

internet banking (IB) among clients of local and foreign Islamic banks in Malaysia, using Partial Least 

Squares analysis. Survey questionnaires were distributed among the Islamic bank's clients at two main 

places (i) Klang Valley and (ii) Selangor and primary data was collected from 319 clients. The SmartPLS 

analysis yielded three main outcomes: 1) the variables such as performance expectancy, effort expectancy, 

price value, facilitating conditions and habit have a positive influence over the behavioural intention and 

subsequently lead to the adoption of IB. The other two variables, namely social influence and hedonic 

motivation were negatively related and insignificant for behavioural intention. Thirdly, we also noticed 

that facilitating conditions and habit have a direct relationship with the adoption of IB. The implications of 

these outcomes are discussed from theoretical and practical perspectives.   

Keywords: Internet Banking, Behavioural Intention, Adoption, Islamic Banking. 

1.0 Introduction 

Today, most of the banks noticed the significant importance of technologies and started 

to incorporated technology in many dimension involving banking activities. As reported 

by Institute of Demand (2017), technologies involving banking activities such as internet 

banking, mobile banking, and other type of cashless system, expected to surplus over 

US$10tn over the next decade. This smart technology significantly disrupted the entire 

system of banking activity in a positive outcome as well as other industries such as money 

transfers, fundraising and asset management. According to Ernst and Young (2016), 

banking industry generally all over the world have invested heavily in digital 

environment and this subsequently leads to alteration of their operation side. In par with 

conventional banking, Islamic banking is also not exceptional in adapting technology to 

provide easy service to their client. One of the rapid progression of technology among 

Islamic banks is offering their services via internet banking (IB). Broadly speaking, the 

usage of technology in Islamic banking worldwide shows tremendous development such 

as UAE recorded 34 per cent development in internet banking usage followed by Kuwait 

(27 per cent), Qatar (19 per cent) and Saudi Arabia (15 per cent). Furthermore, every year, 

several Gulf countries allocated about US$5m to US$20m for digital development 

purposes (Earnst and Young, 2016).  

The advancement of digital banking in Islamic banks has also impacted other 

Muslim countries as well such as emerging countries like Malaysia. As addressed by 

Malaysia Prime Minister, Tun Dr Mahathir Mohamad in his recent keynote speech at 

Kuala Lumpur Islamic Finance Forum (KLIFF, 2019), Fintech has contributed positively 

to the evolution of Islamic banking products and services offering. In Malaysia, the 

development pace of Islamic banking industry has deepened in recent years where the 

Islamic finance and banking concepts are merged with various financial products in order 

to fits with consumers, businesses and investors. Obviously, the development of Islamic 

banking and finance is supported by various factors such as well-developed regulatory, 

prudential, accounting, framework and most recent is financial technology (fintech). 
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Statistically speaking, Central Bank of Malaysia statistics shows that the number 

of internet banking usage has increased steadily for both banks (Conventional and 

Islamic banks) with a registered number of subscription close to 10 million. Malaysia is 

considered as one of the advanced Muslim countries in developing the markets of Islamic 

banking, after considering its existence for more than 30 years. The growth of Islamic 

banking expected to increase beyond 20 per cent in the next two years with a total value 

of US$3.5tn in total assets. In terms numbers, there are 11 local and 5 foreign fully-fledged 

Islamic banks in Malaysia followed by 12 takaful providers and six financial institutions 

that of Islamic banking products (Thaker et al., 2017). Following that, Malaysia was 

ranked third after Saudi Arabia and Iran with a total asset size of US$414,343m and these 

three countries holding about 65% of total asset size of Islamic banking worldwide.  

Therefore, it is very important for Islamic banking to maintain its competitive edge 

in terms of development and growth with its counterpart given the intensified market. 

We choose Interne banking as an element of key competitive edge for Islamic banks. One 

way to survive in the digital market is by enhancing their current stand-in Internet 

banking. Most of the Malaysian Islamic banks have adopted internet banking to provide 

efficient services to their clients. The Central Bank of Malaysia reported that subscribers 

of internet banking (both conventional and Islamic banks) have amplified from 2.6million 

(2005) to 29.5million (2018). This is a very significant number and it keeps increasing. On 

the other hand, the total transaction involving internet banking has increased from 

RM259.1 billion to RM7590.40 billion. Given such a remarkable achievement of internet 

banking, it is necessary to see on what area of further development needed in order to 

maintain the development especially in the context of Islamic banking. We choose Islamic 

banks as a sample of research because there are limited literature available considering 

this aspect of issue. Most of the literature tends to focus too much on service quality, 

development, mobile banking, selection criteria of Islamic banking and etc. Less attention 

is given to this managerial aspect especially on how to maintain their client’s continuous 

adoption towards the usage of internet banking (IB) in Islamic banks and what kind of 

managerial solution could be taken in order to maintain their usage. Hence, this study 

aims to answer two main research questions: 

1. What are the drivers of behavioural intention and adoption of IB of Islamic banks 

in Malaysia? 

2.  What Malaysian Islamic banks could do to boost the clients’ level of adoption of 

IB continuously?  

The present study claims two main contributions: firstly, the findings from this 

study is expected to enhance existing literature on internet banking, especially on Islamic 

banking. As mentioned earlier, limited research has been done in Malaysia, particularly 

on intention and adoption of IB in Islamic banks using UTAUT2 framework. This would 

be breakthrough research in identifying the factor that is influencing customers’ 

continuous adoption of IB. The second contribution is the practical implication where 
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Islamic banks can take necessary action in order to design a better policy to further 

accelerate the usage of IB amongst their client. By identifying the factors, this perhaps can 

allow Islamic banks to invest more idea on those significant factors that influence their 

interest, and subsequently leads to good business to Islamic banks as the clients 

nowadays are looking for simplicity and convenience factors when using IB. 

 

2.0 Literature review 

2.1 Prior literature  

From the organizational context, the need for innovation, up-to-date, convenient and 

usage of reliable data, the role of information system (IS) is totally undeniable. Today, 

there is an existence of countless dependency between the firms’ performance and it is 

evolving. Furthermore, firms are making huge profits by adapting to new technologies 

and making direct or indirect contact with their clients via the assistance of technologies. 

It does not only affect the ordinary firms, but the impact seems to wider to banking 

sectors as well. The banking sector uses IS to run its business internally and externally. 

This includes the marketing of the financial product as well. With this kind of 

arrangement, the reliance on manpower become less and make the operational side more 

effective and economies of scales in various aspects. This is making customers to obtain 

as much as undertakings involving banking activities without too much of human 

interaction and subsequently increase their utility towards banking services (Tan & Teo, 

2000). To be more specific, internet banking is defined as making of banking transactions 

via a computer network (internet). Through this, either bank or customers can gather, 

making decisions, upload relevant information, making transaction, look for new 

financial products, promotion, etc. via the internet (Aladwani, 2001; Yiu et al, 2007). 

Plenty of literature evidence are available in identifying the concept of internet banking 

such as mobile banking, electronic banking, the online banking as well as e-banking, the 

acceptance, intention to use it and adoption of internet banking. (Lee, 2009). 

Numerous number of literature evidence available with regard to acceptance of 

internet baking over the past few years. National and international scholars have 

provided different insights about this subject matter. The most recent study by Alalwan 

et al. (2018) aimed to identify the customers’ intention of internet banking in the case of 

Jordan market by extending the theory of UTAUT2. The results show that behavioural 

intention was influenced by performance expectancy, effort expectancy hedonic 

motivation, price value and perceived risk but the social influence seems to be 

insignificant with behavioural intention. Similarly, an outcome with Alalwan’s study 

about the social influence, the study by Merhi et al. (2019) revealed that the same result 

as well on social influence where this factor together with hedonic motivation are not 

significantly influencing the consumers’ intention to adopt the mobile banking. But the 

other factors such as habit, trust, privacy and security play an important role in adopting 
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mobile banking. This results were based on an extended version of UTAUT2 framework 

and considering two types of consumers (Lebanese and English consumers).  

Although these two studies against the social influence element, Martins et al. 

(2014) argued that social influence, performance expectancy and effort expectancy are the 

most significant factors in consumers’ intention and adoption of internet banking. 

Slightly different, Riffai et al. (2012) postulate that playfulness and the website design are 

also playing an important role in influencing the behavioural intention apart from social 

influence, performance expectancy and effort expectancy. In difference dimension using 

framework of Technology Acceptance Model (TAM), George (2018) found that perceived 

ease to use and perceived usefulness have direct association with the intention to use 

internet banking in Kerala, India followed by other services quality elements such as 

efficiency, reliability, website efficiency, fulfilment, responsiveness and privacy. Together 

with George findings, the study by Kesharwani and Bisht (2012) also argued that 

perceived easy to use are more robust compared to perceived usefulness in adoption of 

internet banking in India. Abbas et al. (2018) did a study to examine how gender influence 

the adoption mobile banking in Pakistan. Using 243 questionnaires, and analysed via 

Structural Equation Modelling (SEM), the result shows that males are more task driven 

and desire for value, personality and desire and their intention was mainly influenced by 

perceived usefulness and perceived self-expressiveness compared to women. This 

finding was supported by Al – Somali et al. (2009) where the authors emphasized that 

perceived ease to use promote the attitude to use internet banking in Saudi Arabia. Oruc 

and Tatar (2017) exposed that benefits from internet banking, communication and 

convenience are more prevalent in influencing consumers to choose internet banking. 

This was done by considering academics from Dokuz Eylul University, Turkey.  

Likewise, Daneshgadeh and Yildirim (2014) verified that compatibility factor has the 

most robust influence on internet banking usage which is then followed by other 

elements such alliance service, usefulness, personalization and ease of use. This was done 

using the model of unique internet banking usage model and covers Turkish bank 

customers’ 

The literature from Malaysia with regard to intention and adoption on Information 

System are widely available but limited literature from Islamic banking perspective. For 

example, in the study by Khorasanizadeh et al. (2016), authors aimed to analysed the 

factors which lead to successful adoption of light –emitting diodes – based lighting in 

Malaysia. Using UTAUT theory, the results show that performance expectancy, effort 

expectancy, social influence, facilitating condition and behavioural intention are the main 

reason for light emitting diodes adoption in Malaysia.   The study by Masrek et al. (2014) 

revealed that mobile network, the mobile banking websites and trust have significant 

relationship with mobile banking satisfaction. Foon and Fah (2009) argued that 

performance expectancy, effort expectancy, social influence, facilitating condition and 

trust can explain about 56. 6% of variation in internet banking adoption in Malaysia. 
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However, this study was based on mainstream bank not Islamic bank. The recent study 

by Thaker et al. (2019), by employing TAM framework, the results show that the 

continuity of mobile banking usage by Islamic bank clients are purely depended on 

usability, customer service, customer satisfaction and trust towards mobile banking 

services offered by Islamic banks in Malaysia. However, this study looks specifically at 

satisfaction factors instead of looking at the intention or adoption of mobile banking in 

Malaysia.  Amin et al. (2008) examined the association between the perceived ease of use 

and intention to use M-banking services and reported that significant association exists 

between the two variables in the context of Malaysia. The most recent study by Yahaya 

and Ahmad (2019), employed UTAUT in the dimension of acceptance of Fintech for zakat 

distribution to Asnaf in Selangor, authors found that all the variables in the UTAUT 

framework have significant impacts on zakat distribution to Asnaf in Selangor.  

In the existing literature proves that researchers have worked harder to better 

understand the intention, acceptance and adoption of information system. Unfortunately, 

limited literatures are available in the context of Islamic banks particularly in Malaysia. 

The results are possibly mixed with most results showing the different outcomes due to 

the different dimensions of the research focus. In order to addresses the current status of 

research in the Internet banking of Malaysian Islamic banks, we initiate to move the 

literature forward which necessitates utilizing a database that richly characterizes 

behavioural intention and adoption of internet banking guided by a simple theoretical 

foundation and advanced analytical modelling.  

 

2.2 Theoretical Foundation and Formulation of Hypothesis 

Precisely, the theoretical framework which directly linked to acceptance of technology by 

customers is the theory developed by Venkatesh et al. (2003) and Venkatesh et al. (2012). 

To give a brief overview, the study by Venkatesh et al. (2003) purely focused on the 

adoption and usage of technology by employees. The framework used is called UTAUT 

(Unified Theory of Acceptance and Use of Technology). Later, Venkatesh et al (2003) 

reviewed past literature and frameworks especially eight important theories of 

technology acceptance including Theory of Reason Action (TRA) (Fishbein and Ajzen, 

1975), Technology Acceptance Model (Davis, 1989), Motivational Model (MM) (Davis et 

al. 1992), Theory of Planned Behaviour (Ajzen, 1991), the Model of Personal Computer 

utilization model (MPCU) (Thompson et al. 1991), Innovation Diffusion Theory IDT 

(Rogers, 1962), the Social Cognitive Theory (SCT) (Bandura, 1986) and an integrated 

model of Technology Acceptance and Planned Behaviour (TAM-TPB) (Taylor and Todd, 

1995), found four main constructs, namely (i) performance expectancy, (ii) effort 

expectancy, (iii) social influence and (iv) facilitating condition which influencing 

behavioural intention and  usage behaviour of an individual towards technology. 

However, the extended version of UTAUT which is called as UTAUT2 added three 

constructs additionally and they are(i) hedonic motivation, (ii) price value and (iii) habit 
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to the original UTAUT to determine behavioural intention and usage or adoption 

behaviour (Venkatesh et al., 2012). Below framework is the difference between UTAUT 

and UTAUT2: 

 

Figure 1: UTAUT and UTAUT 2 

 
 

 

The above figure shows the differences between UTAUT and UTAUT2. As far as this 

study is concerned, our analysis will be based on extended version of UTAUT which is 

UTAUT 2. The hypotheses development and justification are described as below 

subsections.  

 

2.2.1 Performance Expectancy (PEX) 

Commonly speaking, an individual will adopt, involve and engage more in a new system 

that could execute activities efficiently, more productive and save the effort and time 

(Dwivedi et al., 2017; Venkatesh et al., 2012). The Hansen, Saridakis, & Benson (2018) 

study acquaint that the perceived ease of use from Technology Acceptance Model 

significantly amplifies the effect of perceived behavioural control from Theory of Planned 

Behaviour on the intention to utilize the electronic platform for dealings. It simply 

indicates that expectancy is a considerable component to exhibit the relationship towards 

behavioural intention. Literature evidence shows that performance expectancy has been 

considered as one of the most significant variable in influencing the behaviroal intention 

to adopt and use of information system (IS) especially in internet banking (Alalwan et al., 

2017; Alalwan et al., 2018; Martins et al., 2014). Consistently, Chang et al. (2015) supported 

the role of usefulness as similar to expectancy performance on customer intention and 

preferences. Further evidence by Lin & Kim (2016) support the role of perceived 
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usefulness on both customer attitudes towards behavioural intention for subscription of 

any products. Thus, the following has been developed to test variable: 

H1: Performance expectancy will increase Malaysian Islamic bank clients’ intention to adopt 

internet banking. 

2.2.2 Effort Expectancy (EEXP) 

This variable explains about how easy for the individual to operate the technology 

(Venkatesh et al., 2003). From the banking context, it tells how easy for the clients to 

operate the internet banking. The study by Koenig – Lewis et al. (2010) shows that if the 

technologies are easy to use, it will definitely increase the adaption rate. Furthermore, if 

the use of technology makes the life of clients’ simple, effortless, user – friendly, and less 

interaction of human dependency, it will cause a perception towards technology and 

subsequently increases the intention and adoption of internet banking (Lin &Hsieh, 2011; 

Mazhar et al., 2014; Raza et al., 2018). This is supported by the study of Kishore and 

Sequeira (2016) where the authors contended that one of the important variable sin 

influencing internet banking in Karnataka is effort expectancy. Consistently, Eriksson et 

al. (2015) and Chen et al. (2008) also postulate the same outcome. The hypothesis to test 

this variable would be:    

 

H2: Effort expectancy will increase Malaysian Islamic bank clients’ intention to adopt internet 

banking. 

2.2.3 Social Influence (SI) 

According to Venkatesh et al. (2003), social influence defined as individual’s belief how 

their relatives or friends feel if they adopt technology. From the perspective of internet 

banking, it is an individual’s perception how they relatives or friends feel he or she uses 

the internet banking. The role of social influence in enhancing the customer intentions 

and the use of internet banking have been widely analysed in prior studies (Shih & Fang, 

2004; Hong et al., 2008; Kaabchi & Obeid, 2014 & Ali et al., 2015). The hypothesis to test 

this variable would be:    

H3: Social influence will increase Malaysian Islamic bank clients’ intention to adopt internet 

banking. 
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2.2.4 Facilitating Conditions (FC) 

This element looks at technical support available during the usage of technology 

(Venkatesh et al., 2003). In the context of internet banking, individual need supports or 

guidance in terms of skills to use, facilities description, security, FAQ etc. The better the 

FC supports available to the customer, the willingness to use and adopt technology will 

be higher (Baptista and Oliveira, 2015). According to Akour & Dwairi (2011) and 

Alwahaishi & Snasel (2013) argued that FC have impact on behavioural intention and 

continuous usage or adoption of technology. Hence, the below hypothesis are posited: 

 

H4: Facilitating conditions will increase Malaysian Islamic bank clients’ intention to use internet 

banking. 

H5: Facilitating conditions will influence Malaysian Islamic bank clients to adopt internet 

banking. 

 

2.2.5 Hedonic Motivation (HM) 

Venkatesh et al. (2012) defined hedonic motivation as feeling or emotion appeared during 

the usage of technology. In the context of internet banking, it is called as a pleasure or fun 

obtain using internet banking.  Case in hold, Venkatesh et al. (2012) also emphasized that 

there is direction association between HM and intention to use technology. The role of 

HM and behavioural intention in internet banking and electronic platform have appeared 

in several studies (Curran & Meuter, 2007; Dodds et al., 1991, & Alalwan et al., 2017). 

Therefore, we propose the following hypothesis to test this variable: 

 

H6: Hedonic motivation will increase Malaysian Islamic bank clients’ intention to adopt internet 

banking. 

2.2.6 Price Value (PV) 

This factor basically looks into the trade-off arise between benefits and monetary cost 

attached to the usage of technology (Venkatesh et al., 2012). The general costs attached to 

internet banking are internet charges, service fees, and transaction charges. If the benefits 

more than the monetary cost. There will be a positive impact of PV towards intention to 

use (Hong et al., 2008; Shin, 2009). Looking at the existing literature, there are number of 

literature evidence addressed the impact of price value towards intention behaviour 

using electronic platforms (Gerrard et al., 2006; Lee & Allaway, 2002; Alalwan, 2018), thus 

the following hypothesis postulates: 

  

H7: Price value will increase Malaysian Islamic bank clients’ intention to adopt internet banking. 
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2.2.7 Habit (HB) 

According to Venkatesh et al. (2012), habit reflecting repeated action on individual’s 

knowledge and experiences. This factor seems to be a factor that creates steeplechases in 

the technology acceptance (Venkatesh et al., 2003). Habit found to positively influence 

the intention to use and adoption of actual usage of technology (Venkatesh et al., 2012; 

Limayem et al., 2007a; Kolodinsky et al., 2004). Some studies reported a negative aspect 

of habit towards behavioural intention and adoption of internet banking (Laukkanen et 

al., 2008 & Wan and Chee, 2004). To test this variable, the following hypothesis has been 

developed: 

 

H8: Habit will increase Malaysian Islamic bank clients’ intention to use internet banking. 

H9: Habit will influence Malaysian Islamic bank clients to adopt internet banking. 
 

2.2.8 Behavioural Intention (BI) 

The behavioural intention has been considered as a strong factor which determines 

individual behaviour over the technology acceptance torrent (Ajzen, 1985; Venkatesh et 

al., 2003, 2012). The real behaviour can be obtained via intentions and plays an important 

role in acceptance of technology (Webb & Sheeran, 2006 & Irani et al., 2009). The existing 

literature proves that consumer intention found to be the pivotal driver of the adoption 

or actual use of technology (Shih & Fang, 2004; Raza & Hanif, 2013 & Zhou et al., 2010). 

Therefore, the following hypothesis will be used to test this variable: 

 

H10: Behavioural intention will increase adoption of internet banking among Malaysian Islamic 

bank clients’.  

3.0 Methodology 

3.1 Measurement 

Computation of nominal scale based on Amin’s (2008) method was used for the 

demographic analysis. This nominal scale was employed to obtain a range of values for 

the age of the respondents and many more. The choice of answers was based on a five-

point Likert scale adapted from Bhatti (2007) ranking as 1 (strongly disagree), 2 

(disagree), 3 (neutral), 4 (agree), and 5 (strongly agree). With the Likert scale, the 

respondents selected a choice of responses reflecting their position towards the 

statement. We used five Likert scales for survey question measurement and some of the 

questions are borrowed from Venkatesh et al. (2003) and Venkatesh et al. (2012). The 

items such as performance expectancy, effort expectancy, social influence, facilitating 

conditions and behavioural intention were suggested by Venkatesh et al. (2003) in the 

validation of original UTAUT framework. To make it consistent with UTAUT2, this study 

is also used the same items in addition to the above such as hedonic motivation, price 

value and habit which was also suggested by Venkatesh et al. (2012). Furthermore, 
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several studies have used UTAUT2 to examined the customer use or adoption of internet 

banking (i.e. Liao et al., 1999; Martins et al., 2014). We borrow some questions from these 

literatures as well. 

 

3.3 Data Collection and Sampling Procedure 

The data collected in this research was done via a self-administered questionnaire. 

Questionnaires were distributed to clients of Islamic banks. We selected two states for 

this research, namely Selangor and Kuala Lumpur and the sampling we opted was 

convenience sampling method. The convenience sample of Malaysian Islamic bank’s 

clients was grasped using the following approaches:  

i) By passing of questionnaire to respondents via banking staff and later collected 

from them.  

ii) Directly approach the client at Islamic bank branches. 

iii) And, also approach working colleagues who used Islamic banking services via 

internet banking, friends and close relatives who are in public or private sectors 

and universities.  

A total of 340 respondents participated in the survey. However, only 319 (93.83%) out 

of the 340 questionnaires were used for analysis. The reason for dropping 21 

questionnaires is mainly caused by the incomplete answer from the respondents. The 

questionnaire included two sections, namely (i) demographic profiles of the respondents 

and, (ii) factors influencing the behavioural intention and adoption of internet banking. 

The demographic profiles sought were gender, age, marital status, educational level, 

occupation, monthly income and race. Behavioural intention, on the other hand, was 

measured by the seven factors as mentioned in the research framework while adoption 

of internet banking was measured by behavioural intention. Since medium of instruction 

in Malaysia is Malay language (Bahasa Melayu), but we have opted to use English as 

language for our questionnaire due to the fact where majority of Malaysian are able to 

speak English as their second language. The Malay version is provided upon their request 

and then converted to English for analysis purpose.  

As for validation purpose, researcher has used pilot study via distributing 40 

questionnaires to Malaysian Islamic banking clients’. The selected clients are requested 

to view the questionnaire and comments on the questions being asked and freely to 

comment on their observation such as clarification or feedbacks with regard to questions. 

A total of 32 questionnaires were collected from this pilot study and most of respondents 

confirmed and assured that questions are fair enough in terms of clarity, straight to the 

point and the time allocation seems to reasonable. The number of samples (quantity) 

seems to be in line with Hair et al. (2009) where a sample size ranging between 200 and 

400 is sufficient in order to get precise results. The survey data are analysed using SPSS 

Statistics Version 22 and Smart Partial Least Square (PLS) Version 3. PLS is used to 
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examine the constructs’ reliability and validity from a particular theoretical framework 

and also allow the constructs are estimated simultaneously (Thakur, 2014). In addition, 

the measurement of parameters and structural path coefficients are also tested using this 

approach. It is also important to emphasize that the PLS approach is getting popular and 

mostly used in information science researches. According to Bock et al. (2005) and Chin 

et al. (2003), PLS has many advantages particularly related to sample size, minimal 

restrictions on measurement scales and residual distributions. Before proceeding with 

the main analysis, we have also carried out the reliability test, namely the Cronbach 

Alpha examination. It is noticeable that most the constructs are scores the value above 

0.70 which reflects that all constructs items have achieved the required level of internal 

consistency and acceptable satisfied reliability criteria (Nunnally, 1978). They are ADP 

(0.70), BI (0.79), EEXP (0.77), FC (0.83), HB (0.74), HM (0.79), PEX (0.81), PV (0.78) and SI 

(0.81). 

 

 

4.0 Results 

4.1 Respondents’ demographic profile 

Table 1 summarizes the characteristics of the respondents involved in this survey. As 

shown in the table, 56 per cent of the sample respondents were male and 44 per cent were 

female. In terms of age distribution, the dominant group was between 31 to 40 years old 

and the second largest group is between 41- 50 years old. This percentage is consistent 

with prior studies which recommended the vitality of this age group. For instance, 

Metawa and Almossawi (1998) contended that exploring the perception of people and 

customers within the age of 20 to 50 would yield more impact on policies. As such, this 

sample of respondents may contribute a useful picture of the analysis of factor 

contributing to the behavioural intention and adoption of Internet banking among 

Islamic bank clients’ in Malaysia. In terms of marital status, the majority (i.e. 54 per cent) 

were married whilst 34 per cent were single. From the perspectives of education, the 

dominant group is those who are holding bachelor degree income level while for the 

occupation, most of the respondents involved are from private sector employee (60 per 

cent) and second largest group is from public sector employee (35 per cent). In terms of 

income level, the dominant group are with earnings of RM3001-RM5000 and RM1000-

RM3000. Finally, as for race, this leading is from Muslim, followed by Chinese, Indian and 

Others. 
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Table 1: Demographic Profiles 

Variables N (%) 

Gender:   

Male 180 56 

Female 139 44 

Age:   

20-30 Years 57 18 

31-40 Years 143 45 

41-50 Years 103 32 

> 50 Years 16 5 

Marital Status:   

Single 110 34 

Married 171 54 

Divorced 38 12 

Educational Level:   

Secondary (SPM) /Diploma 83 26 

Degree 201 63 

Postgraduate 35 11 

Occupation:   

Public Sector 112 35 

Private Sector 192 60 

Self - employed 15 5 

Monthly Income:   

RM1000-RM3000 71 22 

RM3001-RM5000 

Above RM5000 

196 

52 

61 

17 

Race:   

Muslim 

Chinese 

Indian 

Others 

172 

110 

30 

7 

54 

34 

9 

3 
Note: This table shows the information related to respondent profiles in five aspects i.e. gender, age, marital status, 

educational levels, occupation, monthly income and religions. The number of respondents n = 319. 

 

4.2 Measurement Models 

As a starting point, convergent validity test was carried out. In this investigation, items’ 

loadings, average variance extracted (AVE), and composite reliability (CR) were critically 

analysed. The results are shown in Table 2. With reference to the mentioned table, items’ 

loadings were more than 0.6, which fulfilled the value recommended by Hair et al (2017). 

The indicator loadings which 0.7, 0.6, 0.5 and 0.4 are adequate if other items have high 
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scores of ladings to complement AVE and CR. Furthermore, some of the items have to be 

dropped due to fewer indicator loadings value to avoid fitness of model issue. As for the 

AVE threshold, the AVE should exceed 0.5 (see Hair et al., 2009). In this study, the AVEs 

were in the range of 0.549 and 0.581, thus were acceptable. Furthermore, the CR value 

ranged from 0.769 to 0.880, again consistent with the value suggested by Hair et al. (2009) 

where the satisfactory value should be in between 0.7 and 0.9. 

Table 2. Results of Measurement Model 

Constructs Items Loadings AVE CR 

Performance Expectancy (PEX) Q1 0.936 0.837 0.911 

Q2 0.893 

Effort Expectancy (EEXP) Q6 0.837 0.687 0.868 

Q7 0.847 

Q8 0.806 

Social Influence (SI) Q13 0.783 0.719 0.884 

Q14 0.907 

Q15 0.849 

Facilitating Conditions (FC) Q16 0.915 0.742 0.896 

Q17 0.884 

Q18 0.774 

Hedonic Motivation (HM) Q21 0.808 0.707 0.878 

Q22 0.901 

Q23 0.810 

Price Value (PV) Q28 0.722 0.688 0.868 

Q29 0.905 

Q30 0.851 

Habit (HB) Q34 0.871 0.795 0.866 

Q35 0.912 

Behavioural Intention (BI) Q37 0.775 0.618 0.886 

Q38 0.827 

Q39 0.813 

Q40 0.726 

Adoption(ADP) Q41 0.770 0.622 0.831 

Q42 0.827 

Q43 0.768 
Note: This table shows the measurement model test which was carried out in the initial stage. Most of the values are 

consistent with the rule of thumb as suggested by Hair et al. (2009). The measurement tests for items’ loadings, average 

variance extracted (AVE), and composite reliability (CR) accordingly. The number of sample size used are 319. 
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Following the above analysis of the measurement model, the next process was to 

plaid for discriminant validity. One of the ways to test for discriminant validity is via 

Fornell – Larcker (1981) analysis. Unfortunately, evidence from the literature revealed 

that this method had received criticism in the perspective of it is not justifiable to detect 

the lack of discriminant validity in general research scopes (Henseler et al., 2015). In this 

study, even though, it is not recommended, we showed the Fornell-Larcker analysis for 

discriminant validity for reference and comparison purposes. Table 3 shows all constructs 

exhibit sufficient or satisfactory discriminant validity (Fornell & Larcker, 1981), where the 

square root of AVE (diagonal) is larger than the correlations (off-diagonal) for all reflective 

constructs. 

 

Table 3. Discriminant Validity using Fornell and Lacker Criterion 
 ADP BI EEXP FC HB HM PEX PV SI 

ADP 0.789         

BI 0.626 0.786        

EEXP 0.101 0.139 0.829       

FC -0.201 -0.263 0.040 0.861      

HB 0.358 0.519 -0.005 -0.154 0.892     

HM -0.236 -0.195 -0.011 0.606 -0.066 0.841    

PEX 0.126 0.122 0.303 -0.033 0.115 0.036 0.915   

PV 0.204 0.215 -0.026 0.111 0.466 0.257 0.141 0.829  

SI -0.145 -0.133 0.192 0.496 -0.045 0.240 0.084 0.147 0.848 
Note: This table reported the test of discriminant validity using the method called Fornell and Lacker Criterion. As for 

the fitness of discriminant validity based on this technique, the square root of AVE of a construct should be larger than 

the correlations between the construct and other constructs in the model. The number of sample size used are 319. 

As for a substitute, Henseler et al. (2015) suggested another option for discriminant 

validity termed the Heterotrait - Monotrait (HTMT) ratio of correlations. Case in hold, 

they also showed the power of HTMT by means of a Monte Carlo simulation study.  This, 

following its robust power technique, this study also tested for discriminant validity by 

employing the same method. The rule of thumb of the HTMT test is if the HTMT value 

is greater than the HTMT0.85 value of 0.85 (see Kline, 2011), or the HTMT0.90 value of 0.90 

(see Gold et al., 2001), then there is the problematic existence of discriminant validity. The 

result of the HTMT test is shown in Table 4 and the values passed the HTMT0.85 and 

HTMT0.90 requirements (see Kline, 2011; Gold et al., 2001). Therefore, it indicates that the 

measurement model possessed adequate validity and discriminant validity. 
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Table 4. HTMT Criterion 
 ADP BI EEXP FC HB HM PEX PV SI 

ADP          

BI 0.828         

EEXP 0.137 0.170        

FC 0.254 0.308 0.065       

HB 0.477 0.671 0.047 0.210      

HM 0.315 0.242 0.051 0.748 0.148     

PEX 0.169 0.148 0.385 0.056 0.151 0.085    

PV 0.261 0.267 0.054 0.176 0.616 0.352 0.186   

SI 0.828 0.163 0.243 0.629 0.055 0.297 0.114 0.216  
Note: This table shows the result of the heterotrait - monotrait (HTMT) test. This test is used mainly to determine 

whether there is discriminant validity in the model. The rule of thumb for this test is based on Kline (2011) and Gold 

et al. (2001). The sample size used are 319.  

 

Table 5 shows the analysis of collinearity using the Variance Inflation Factor (VIF). 

The rule of thumb is that if the value of VIF is lesser than 10, then there is no existence of 

multicollinearity issue, meaning that the variables selected for the analysis are suitable 

and fitted with the requirement (Gujarati, 2014). The formula to calculate VIF is as 

follows: 

jR
VIF j 2

1

1

−
=

 

 

where, jR
2

= represents the multicollinearity coefficient. 

Table 5: Collinearity Statistics VIF Values 

Constructs ADP BI EEXP FC HB HM PEX PV SI 

VIF 1.447 1.822 1.817 1.968 1.542 1.790 1.667 1.728 1.826 
This table reports the analysis of VIF. The VIF testing is used to check for multicollinearity problem in the model. If the 

values are less than 10, there is no existence of multicollinearity issues in the model and vice versa. The number of 

samples is 319.  

4.3 Assessment of Structural Model 

Ramayah et al. (2016) suggested the R2 value measures the goodness of the structural 

model. Similarly, Hair et al. (2011) also stated that the coefficient of determination and the 

level of significance of the path coefficients (beta values) can be measured by the R2. The 

R2 for the generated results was 0.60 (60%) for adoption of Islamic banks internet banking 

services. It means that 60 % of variance of adoption of internet banking could be 

explained by behavioural intention. As for behavioural intention, the R-square is (53%) 

suggesting that 53 per cent of the variance of behavioural intention in using internet 

banking could be explained by EEXP, FC, HB, HM, PEX, PV and SI. To further measure the 
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significance of the assessment model, the current study computed path coefficient the 

structural model and performed the bootstrap analysis. Table 6 also shows that eight 

hypotheses out of ten are having a statistically significant relationship.  Further 

discussion on the statistical relationship is given below.  

 

Table 6. Results of Structural Model 

Hypothesis R/ship Path 

Coefficient 

Std. 

error 

t-value Significance 

(Yes/No) 

H1 PEX ->BI 0.162 0.052 2.867** Yes 

H2 EEXP -> BI 0.182 0.060 2.852** Yes 

H3 SI -> BI -0.078 0.059 1.243 No 

H4 FC -> BI 0.311 0.061 5.089** Yes 

H5 FC -> ADP 0.259 0.058 4.402* Yes 

H6 HM -> BI -0.097 0.065 1.382 No 

H7 PV -> BI 0.268 0.069 3.899*** Yes 

H8 HB -> BI 0.671 0.061 10.952*** Yes 

H9 HB -> ADP 0.485 0.062 7.705* Yes 

H10 BI -> ADP 0.830 0.050 16.421** Yes 
Note: This table shows the results of the structural model using Partial Least Square (PLS) version 3. The R-Square 

value is 0.600 and the sample size is 319. The signs *, **, *** denote significance at 10%, 5% and 1% respectively. 

4.4 Discussion of the results 

The findings show a good measurement and structural model. Out of ten hypotheses, 

eight hypotheses are supported significantly. The decision for the first hypothesis (H1) is 

supported, meaning that PEX will increase Malaysian Islamic bank clients’ intention to 

adopt internet banking. The path coefficient between PEX and BI is positive (0.162) at the 

significance level of 5 percent (p <0.05). This outcome seems to be consistent with the 

findings generalized by Alalwan et al (2018) and Chang et al. (2015). This indicates that, 

if the internet banking of Islamic banks enhances the customer expectancy, there would 

be direct effect towards intention to use and lead to continous adoption of internet 

banking services by clients’ (Raza et al. 2018; Yu, 2012). Following that, the next 

hypothesis between EEXP and intention to adopt internet banking. The path coefficient 

is positive meaning that higher the EEXP such as easiness to use etc. will lead to higher 

intention to use or adopt internet banking among Malaysian Islamic bank clients’. This 

result is in line with the findings made by Eriksson et al. (2015) and Cheng et al. (2006). 

Thus, the decision for this hypothesis is supported given the path coefficient is positive 

(o.182) and p-value (p <0.05). Hypothesis number 3 is between SI and intention to adopt 

internet banking and it is not supported. The relationship is negative (-0.078) with 

insignificant p-value (>0.05). the negative relationship perhaps due to the fact where the 

personal financial data could confidential and protected by the individual themselves. 
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With this regard, the role of social may not be so important as internet banking is more 

towards personal and sensitive matter. This generalisation is inconsistent with Oliveira 

(2014).  The hypotheses decisions for H4 and H5 (FC to BI) and (FC to ADP) are supported 

with positive coefficients of (0.311 and 0.259) and p-value significance at 5% and 10%. 

Both of these reveals that if the users are given better facilitating conditions such as 

technical supports and basic infrastructure needs, it will lead to better acceptance of 

internet banking among Islamic bank clients’. This is also consistent with the works done 

by Zhou et al. (2010) and Alalwan et al. (2018). 

The next hypothesis (H6) is between HM and intention to adopt internet banking. 

The decision for this hypothesis is not supported by a negative relationship. This is 

consistent with findings postulated by Oliveira (2015) where it is due to the fact of data 

privacy and confidential matters. The same outcome is also revealed by Lewis et al. 

(2013). Following that, (H7), the decision for this hypothesis is supported with positive 

path-coefficient (0.268) and significant p-value at 10%. This is consistent with the study 

by Akturan & Tezcan (2012). If the customer feels that internet banking save their time 

and transaction costs, it will lead to better usage of internet banking and continuous 

adoption of internet banking. Following Akturan & Tezcan’s, other studies are also 

postulated the same outcome such as Lee & Allaway (2002) and Alalwan et al. (2018).H8 

and H9 show a significant positive relationship between HB to BI and HB to ADP. The 

values are significant at 1% and 10%. This is in accordance with Venkatesh et al. (2012), 

Limayem et al. (2007a), Kolodinsky et al. (2004) and Liao et al. (2006). Meaning that clients 

habit plays an important role in increasing their intention to use internet banking and 

subsequently lead to greater adoption of internet banking. The last hypothesis (H10) is 

between BI and ADP and it is supported that BI has a significant positive relationship 

with the adoption of internet banking among Malaysian Islamic banks clients (path-

coefficient = 0.830 and p <0.05). This is also in line with the finding by Alalwan et al. (2018) 

and Teo (2011). Furthermore, existing literature demonstrates that consumer intention is 

found to be main driver of the adoption or actual use of technology (Shih & Fang, 2004; 

Raza & Hanif, 2013 & Zhou et al., 2010). Figure 2 below shows the validated model for 

this study which shows the direction of path relationships. 
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Figure 2. Validated Conceptual Model 

 
 

5.0 Conclusion  

This study conducted to accelerate further understanding about the client’s behavioural 

intention and adoption of IB in Malaysian Islamic banks. The samples are only focusing 

on two major states, Kuala Lumpur and Selangor.  Guided by UTAUT2 framework, we 

have identified seven important factors as a key predictor of behavioural intention and 

adoption of IB. The data collection was based on questionnaire distribution to 319 

respondents. Later, the data was analysed using the Partial Least Square (PLS). The R- 

Squared value of 0.60 revealed that the variance of adoption of IB could be explained by 

behavioural intention while 53 per cent of the variance of behavioural intention in using 

internet banking could be explained by EEXP, FC, HB, HM, PEX, PV and SI.  Out of ten 

hypotheses, eight hypotheses are supported significantly. The yielding results have been 

described in the light of logical explanation with literature support and the study also 

offers some implications from literature and managerial perspectives. Future research 

recommendations may look at how demographic profiles influence the usage of IB 

acceptance. Furthermore, future research is also can look at which factor the customer 

prioritize more when choosing IB. This also one of the possible areas of research in this 

scope. 

 

6.0 Policy Implications 

6.1 Body of Knowledge 

Firstly, the findings generated from this study expected to enrich the literature on the 

body of knowledge as it has served to broaden the understanding of IB behavioural 

intention to use and the adoption of IB.  The results generated are guided by UTAUT2 

theoretical framework. As mentioned, there are limited literature available using this 
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framework and analysis of the IB. Some studies are available, but unfortunately, the 

scopes are different areas. In Malaysia and other Southeast Asia countries, focusing too 

much on IB of conventional banking have led to less research on IB of Islamic banks. 

Basically, less attention is given to IB of Islamic banks and this study expected to provide 

a brief discussion and literature support on this IB. 

 

6.2 Managerial Implications 

There are several managerial implications from Islamic bank perspectives where they can 

take necessary action to enhance the continuous acceptance and usage of internet banking 

among their clients. Based on the results generated from this study, we can clearly see 

that most of the variables are statistically significant and, therefore, Islamic banks could 

adopt some actions based on key findings from this study. Firstly, it must be suited for 

different groups of people need. For example, an ordinary person, they want to IB given 

the usage costs are lower while the professional group might be concerned with regard 

to reliability and easiness of banking services via IB. By understanding the needs of 

different groups of people, it will help to enhance the services and make the IB of Islamic 

banks are in line with counterpart (conventional) IB development.   

In terms of performance expectancy and expect expectancy, perhaps Islamic banks 

should make IB of Islamic banking more attractive and incorporate more functionality. 

Right now, the Islamic banks in Malaysia almost have all the functions adapted in the 

system but others such as direct application of loan, documents processing via cloud 

drive, products disclosure etc. are not available. Such features need to be incorporated 

into the system and make the IB of Islamic banks more sustainable. Similar suggestions 

were also postulated by Laukkanen et al. (2008) and Irani et al. (2009) in the sense of 

performance expectancy and expect expectancy. With such an arrangement, it can save 

plenty of time consumption when accessing services via IB facing by the Islamic bank 

clients and also will attract more client to use IB.  

From the perspective of facilitating condition, Islamic banks need to enhance 

facilities on IB and convince the client that practice IB is not so difficult and it is not far 

different from other technologies.  Easiness to use is very important under facilitating 

conditions. One way to convince would be a direct conversation with client when they 

subscribe to a bank account. Explaining to them the benefits of IB especially those who 

are from a rural area and 24/7 call centre to deal with the problems such as failed 

transaction, system was hacked, system down etc. of IB must also be enhanced. This is 

because not all call services available especially after 12.00am and some are not even 

connected to the line (Simintiras et al., 2014; Yousafzai et al., 2005). As far as the price 

value of IB is concern, Malaysian Islamic banks relatively doing well in part. Some banks 

charges seem to be low and reasonable. Unfortunately, the perception among rural clients 

is that they are afraid of extra charges when doing transaction via IB. This issue can be 
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solved when the clients are well informed via face to face discussion during the 

subscription time.  

Habit is having a positive association with behavioural intention and adoption of 

IB. In order for retaining the Islamic bank's competitive edge in terms of habit is that there 

must be some rewards or points given to them whenever the client using the IB services. 

The rewards can be in the forms of monetary or non-monetary. This will heighten the 

client’s interest in IB and drive up their loyalty towards IB.  Lastly, social influence and 

hedonic motivation found to be negatively related and not significant. There are some 

suggestions to handle this issues from a managerial point of view. Awareness of 

advantage of IB needs to be wider and promoted at states level. Without awareness, they 

(client) could not understand the concept of IB in general. The main target would be the 

rural client. Some of them (rural client) not even know that there is a facility in IB where 

we can directly transfer cash from account to Hajj account as well as unit trust account. 

Awareness plays an important role in this regard and marketing via social media is also 

highly recommended where this platform, nowadays are carrying a high degree of 

accessibility via various applications (Berthon et al., 2012). Improving all these aspects as 

stated above will make the clients feel fun and enjoyable (Hedonic motivation) in using 

the IB.   
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