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ABSTRACT

Norm living during pandemic has completely change the way consumers perceive e-
wallet. Businesses including SMEs has continued to offer using e-wallet as transaction
method. This study aims to: (i) to determine the factors influenced e-wallet adoption
among SMEs and (ii) to determine the impact of e-wallet adoption towards the
organization’s productivity of SMEs. The past literature related with e-wallet adoption
mostly focusing on the e-wallet user - the buyer in economic cycle. However,
literatures on e-wallet adoption from the seller perception are limited. Hence, the
theoretical frameworks build based on four variables from UTAUT with two
additional variables for technology adoption. The potential outcome from this paper
is performance expectancy, effort expectancy, social influence and facilitating
condition have a positive relationship with the adoption while perceived risk and
perceived cost shows a negative relationship. Meanwhile, the exogenous variable of
organisation productivity has positively affected by e-wallet adoption. The results
presented in this study will be used to discuss both the current and upcoming research
trends. This work will, in the end, aid researchers in better understanding the
development of e-wallet use, particularly as it relates to sellers' perspectives.
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1. INTRODUCTION
E-wallet is no longer an unknown term among Malaysian especially among business
owners. Although the adoption of e-wallet was mainly due to the announcement of
Movement Control Order (MCO), Malaysian seems to be comfortable using e-wallet
and has been continuing to use it even after the pandemic.

The popularity of e-wallets has only increased in 2020 (RM 27.7 billion for value
of electronic money transaction), during the coronavirus outbreak, despite the
government's numerous initiatives and encouragements. The pandemic has left the
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society felt safer and more convenient using e-wallet instead of banknote to exercise
contactless transaction and social distancing while making the payment.

Although we are moving to the endemic and MCO is not as strict as before,
Malaysian seems comfortable to continue using e-wallet as a payment method. The
broad prospect and the current interest of e-wallet among Malaysians will greatly
affect the mode of business, financial market and also the payment system in Malaysia
(Teoh et al., 2020). Many companies adopt new technology including e-wallet to
remain productive and maintain their competitiveness (Reynold et al., 2020).
Moreover, various factors such as competitive pressure, cost considerations, industry
trends, and purchasing dynamics can affect e-wallet usage. This adoption has
impacted the business not only at the macro level but also within micro, small, and
medium enterprises (MSMEs).

2. BACKGROUND OF THE STUDY

SMEs has plays significant role in in economic development in Malaysia. According
to the Department of Statistics Malaysia, SMEs in Malaysia made a significant
contribution to the country's Gross Domestic Product (GDP) 38.6% in 2022 and
increased to 39.1% in 2023 (SME Corp, 2024). However, despite being the backbone
of economy, the technology adoption among SMEs, especially e-wallet is far behind
other country such as China. China has fully taken and living in the benefits from
adoption of e-wallet since the launch of Alipay back in 2003 while Malaysia was not
even in early stage of e-wallet yet (Lu, 2018). Government has shown full support
encouraging the use of e-wallet among SMEs through plenty of initiatives.

According to Abdullah et al. (2020), as early in 2017, the government has
launched the Digital Free Trade Zone (DFTZ). DFTZ help SMEs to operate their
trading by exporting their goods to global marketplace through cross-border trade.
Next, Budget 2020 also has mentioned to activate and boost the digital economy by
improving digital content, enhancing digitization, and encouraging e-commerce. The
budget gave capitals and capabilities to the SMEs to develop their workforce skills
such as training and educations for their workers. Lastly, the commenced of Pusat
Ekonomi Digital Keluarga Malaysia (PED1) operation in Malaysia. The main purpose
of PEDi is to enhance skill in e-commerce as well as activities that promote digital
creation. PEDi is meant to help the entrepreneur, especially SMEs to digitalize their
business by providing technology and digital in workforce (Ministry of Finance,
2023).

However, even with plenty initiative and encouragement, the adoption of e-wallet
especially among SMEs in Malaysia is still slow. In fact, e-wallet adoption has only
started to increase significantly during covid-19. In short, the circumstanced during
pandemic, such as social distancing has force SMEs to adopt e-wallet as the most
convenient payment method to exercise contactless transaction.

3. OBJECTIVE
This paper aims to study the adoption behaviour of e-wallet and its effect towards
productivity. Hence, the two main objectives for this paper are:

i.  To determine the factors that influenced e-wallet adoption among SMEs.

ii. To determine the impact of e-wallet adoption towards the organization’s
productivity of SMEs.

184



LBIBF 22(2) 2024, pp. 183-195

4. PROBLEM STATEMENT

Based on this paper, there are three problem statements which are: 1) gap in e-wallet
adoption from seller’s perspective, 2) slow e-wallet adoption in Malaysia and 3) slow
technology development among SMEs in Malaysia.

According to past study, there is gap in e-wallet adoption from seller’s
perspective. Past study shows that most of paper related with e-wallet adoption is
studying the adoption from e-wallet users who is the buyer in economic cycle. For
instance, e-wallet study in Malaysia only involving e-wallet user as general based on
age group such as the youth (Malik & Annuar,, 2021; Yaakop et al., 2021), Gen Y
and Gen Z (Lee et al., 2023), Gen Z (Rosli et al., 2023), and millennial (Bakria et al.,
2023). Not only that, but a few papers also study e-wallet adoption based on
experience of using e-wallet such as new e-wallet user (Ming & Jais, 2022) and non-
e-wallet user (Senali et al., 2023; Soe, 2022). Meanwhile, a limited number of studies
focus on e-wallet users as their primary respondents (Aji, H. M. et al., 2020; Abbasi,
G. A et al,, 2022; Abdul-Halim, N.A, 2022; Ariffin, S. K et al., 2021; Adedapo
Oluwaseyi et al., 2022; Leong, M. Y, 2021). Therefore, this paper aims to investigate
e-wallet acceptance among SMEs business owner due to the insufficient research
from the seller's perspective.

Next, despite a rising trend in e-wallet use in Malaysia, the pace is considered
slow (Sabli N et al., 2021. According to Bank Negara Malaysia (BNM), there is an
increase trend in per capita transaction value of electronic money in Malaysia for
2017-2022. 2018 shows a slight increase of 16.21% than the previous year. In 2021,
the per capita transaction value of electronic money recorded an increase of 40.92%,
a significantly increased is shown after the Covid-19 - more than double than the
increase before Covid-19. In summary, we can conclude that the pandemic has
compelled Malaysia to adopt e-wallets. This position contrasts significantly with other
countries, such as China, which adopted e-wallets as early as 2003 with the launch of
Alipay. Hence, the slow adoption of e-wallets in Malaysia motivated this paper to
investigate the subject.

Lastly, the technology development among SMEs in Malaysia is slow comparing
with SMEs in other countries. The SME Masterplan, designed by the government to
promote the growth and development of SMEs in Malaysia, promotes innovation and
technology adoption as its primary purpose (Krishnan et al., 2024). In support of the
policy, government has provided financial assistance for SMEs through commercial
banks and government institutions such as GIAT MARA and Malaysia Development
Bank (Razak et al., 2018). However, SMEs, especially microbusinesses, continue to
have difficulty securing funding because of factors including low creditworthiness,
inadequate financial account documentation, or a lack of economic viability.
According to data from Department of Statistic, in 2016, only 73.1% of SMEs used
computer but somehow only 20.1% of them have their own company website and
worse is only 4.8% of them involve in e-commerce transaction.

5. VARIABLES

The theoretical framework from this study is built by combining four variables from
UTAUT, performance expectancy; effort expectancy; social influence; facilitating
condition and two additional variables for technology adoption, perceived risk;
perceived cost as six exogenous variables. Meanwhile, organization productivity as
endogenous variable.
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5.1 Performance expectancy
Venkatesh et al. (2003) state that performance expectations in UTAUT are typically
utilized to determine how much consumers believe a new mobile device, for example,
will improve their daily life. They discovered that the best predictor for predicting the
intention to utilize in the original model is performance expectancy. According to past
studies, performance expectation affects behavioral intention in the setting of mobile
payments (Thakur, 2013; Wang & Yi, 2012). Since all payments may be made using
a smartphone without any additional constraints, smartphone is an alternate means for
convenient transactions and therefore become more common in recent years.
Performance expectancyhas a greater chance of being a crucial component for e-
wallet adoption because it offers users numerous benefits such as efficiency and
convinience (Slade et al., 2015). Furthermore, Morosan & DeFranco's (2016) study
found a substantial correlation between behavioral intention to adopt an e-wallet and
performance expectancy. These lead to the following hypothesis:

HI: There is significant positive relationship between performance expectancy

and e-wallet adoption

5.2 Effort expectancy
According to Venkatesh et al. (2003), effort expectation is a measure of how easy a
person finds it to use technology. According to Sena Abrahdo et al. (2016), this idea
is inspired by and adapted from three current models: perceived ease of use in
(Technology Acceptance Model) TAM, complexity in The Model of Personal
Computer Utilization (MPCU) , and ease of use in Innovation Diffusion Theory
(IDT). Effort expectation measures how much a user believes a technology, like an e-
wallet system, is simple to use and can be learned quickly. Users that have this
perception are more likely to stick with the e-wallet over time. Wang & Yi (2012)
state that one of the key factors in determining a person's intention to use new
technology is their level of effort anticipation. These lead to the following hypothesis:
H?2: There is significant positive relationship between effort expectancy and e-
wallet adoption

5.3 Social influence
According to Venkatesh et al. (2003), the definition of social influence is the degree
to which a person's viewpoint will affect the uptake of new technology. Social
influence is also recognized as one of the key indicators influencing the uptake of new
technologies. Because mobile phones are so widely used, people in the current world
generally rely largely on social mediafor people to see how others behave and ask
them for feedback. Therefore, there's a greater chance that customers will be
persuaded to use a new technology like an e-wallet by friends or other close friends.
Social influence is one of the most important elements, according to Yang et al.
(2012), who also looked into other aspects influencing potential users' adoption of
mobile payments. The previoua study from Venkatesh et al. (2003) and Yang et al.
(2012) demonstrates that social impact and consumers' intentions to adopt new
behaviors are positively correlated. These lead to the following hypothesis:

H3: There is significant positive relationship between social influence and e-

wallet adoption
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5.4 Facilitating condition
Yang et al. (2021) assert that facilitating conditions significantly enhance consumers'
inclination to purchase a product. Upon recognizing the simplicity of employing the
instruments offered by service providers to facilitate payments and transactions, users
are inclined to continue in using these services. Pefarroja et al. (2019) established
that conducive settings influenced individuals' usage of technology for information
sharing in the digital era. These findings indicate that consumers consistently engage
in virtual communities when favorable conditions are available. These findings show
that consumers regularly participate in virtual communities when favorable conditions
are met. These lead to the following hypothesis:
H4: There is significant positive relationship between facilitating condition and
e-wallet adoption

5.5 Perceived risk
The risk barrier, which results from adopting a new product or service and has the
potential to have negative repercussions, is the resistance to innovation (Hashim et al.,
2019). Because of this, customers who are aware of the risk may object to the
technology and hold off on using the new product or service until they have more
information about the changes. This demonstrates that perceived risk has a negative
relationship with adoption. Risk barrier is found to be strongly connected with the
adoption of e-wallet payment systems, regardless of the negative relationship (Cheng
et al., 2018). According to Muhammad Anuar et al. (2020), adoption of e-wallets is
significantly correlated with perceived risk. These lead to the following hypothesis:
H5: There is negative relationship with significant affect between perceiced risk
and e-wallet adoption

5.6 Perceived cost
According to Lu et al. (2011), consumers' perceptions of cost are used to quantify
additional financial charges associated with utilizing technology. Therefore, the
resistance to innovation caused by customer assumptions about the expense of
adopting an invention is known as the perceived cost barrier. While Chan et al. (2015)
discovered no correlation between perceived cost and e-wallet payment system
adoption, Muhammad Anuar et al. (2020) identified a substantial negative relationship
between perceived cost and e-wallet adoption. These lead to the following hypothesis:
H6: There is negative relationship with significant affect between perceiced cost
and e-wallet adoption

5.7 Organization productivity

Organization’s productivity is put in as additional variable to study how the adoption
of e-wallet would effect on the productivity of SMEs. Although based on theory,
adaption of new technology would give a great impact on the productivity (Van,
2015), there is still no clear evidence regarding how e-wallet adoption will give an
impact towards the productivity of SMEs. UTAUT suggests that behavioral intention
influences system utilization, a characteristic relevant to the productivity construct in
this study. The model is robust, having been augmented to incorporate structures that
clarify technology adoption. These lead to the following hypothesis:

H7: E-wallet adoption has a positive impact to the SMEs productivity
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6. METHODOLOGY

This study will using a quantitative method for collecting the data and hence set of
questionnaires was created which is consisted of two parts (Part A and Part B). Part
A is containing two sub parts 1. profile respondent (such as gender, age, education
background and etc) and 2. Smartphone and e-wallet (such as e-wallet, e-commerce
and etc). Part B consisting of question regarding e-wallet usage value and the
questions is build based on four variables from UTAUT (Performance Expectancy,
Effort Expectancy, Social Influence and Facilitating Condition) as well as three
additional variables (Perceived Risk, Perceived Cost and Organization’s
Productivity).

Performance
Expectancy
H1
Effort
Expectancy H2
In?lct):;:?llce H3
\ Adoption H7 Organization’s
Facilitating y Behaviour * Productivity
Condition H5
Perceived H6
Risk
Perceived
Cost

Figure 1: Theoretical framework of the study

Based on Figure 1, performance expectancy, effort expectancy, social influence,
facilitating condition, perceived risk and perceived cost are the exogenous variables
while the organization’s productivity is the endogenous variable. The measures will
be using a five-point Likert scale ranging from 1 “strongly disagree” to 5 “strongly
agree”. The questionnaire will be distributed by hand to SMEs owner in Labuan.

7. POTENTIAL OUTCOME
According to past study, only few papers studying e-wallet adoption among sellers as
most of paper studying e-wallet adoption from general user who is buyer in economic
cycle. However, the finding and the justification from study of both buyer and seller
is similar. Hence, it is safe to assume that the result from this study will be similar
with past study although the respondents is not SMEs owner. To get a bright view on
how the expected findings for this paper, 43 past studies are collected for finding
analysis. These papers have been selected through four inclusion criteria:

1. The paper must be related to e-wallet

2. The paper must apply at least one variable from this study

3. Study findings must be finished and distributed.

4. The study methodology should be clearly described
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Table 1: The summary of finding

impact to the adoption
of e-wallet among
SMEs.

Hypothesis Finding and justification
HI1: Performance | Based on selected papers, 53.846% shows that PE has a significant positive
expectancy (PE) has a | impact to the adoption because individual is familiar with e-wallet and belief
significant positive | that adopting e-wallet would improve their work performance, useful and

smart choice, effective, saving more time. -Aji et al. (2020); Daragmeh et
al. (2021); Yang et al. (2021); Abbasi et al. (2022); Widodo et al. (2019);
Chauhan et al. (2022); Malik et al. (2021); Ariffin et al. (2021); Dewi et al.
(2021); Menon & Ramakrishnan (2019); Osman et al. (2021); Hidayat et al.
(2021); Rahmayanti et al. (2021); Yaakop et al. (2021); Rosli et al. (2020);
Sikdar et al. (2019); Mohd Thas Thaker (2023); Daragmeh et al. (2022);
Tang et al. (2022); Hammouri et al. (2023); Latupeirissa et al. (2020)

H2: Effort expectancy
(EE) has a
significant  positive
impact to the adoption
of e-wallet among
SMEs.

Based on selected papers, 38.889% shows EE has a significant positive
impact on the adoption because the feature is relatively familiar, easy to use,
less time and effort consuming, easy in conducting payment, controllable,
clear and flexible - Yang et al. (2021); Abbasi et al. (2022); Abdul-Halim et
al. (2022); Chauhan et al. (2022); Malik et al. (2021); Ariffin et al. (2021);
Dewi et al. (2021); Osman et al. (2021); Rahmayanti et al. (2021); Rosli et
al. (2020); Sikdar et al. (2019); Hamzah et al. (2023); Tang et al. (2022);
Latupeirissa et al. (2020)

H3: Social influence
(SD) has a significant
positive impact to the
adoption of e-wallet
among SMEs

Based on selected papers, 50% shows SI has a significant positive impact to
the adoption because emotional and logical perspectives among relatives is
important in developing countries. Hence, recommendation, encouragement
and opinion from family, friend, leader or colleagues will definitely affect
consumers’ mindset - Yang et al. (2021); Chauhan et al. (2022); Osman et
al. (2021); Ming & Jais (2022); Sikdar et al. (2019); Mohd Thas Thaker
(2023); Hamzah et al., (2023); Hammouri et al. (2023)

H4: Facilitating
condition (FC) has a
significant  positive
impact to the adoption
of e-wallet among
SMEs

Based on selected papers, 40% shows FC has a significant positive impact
on the adoption because favorable condition will encourage individual to
adopt wallet since e-wallet services highly depend on networks and device
capabilities - Soodan V & Rana A (2020); Widodo et al. (2019); Chauhan
et al. (2022); Ojo et al. (2022); Sikdar et al. (2019); Mohd Thas Thaker
(2023)

HS5: Perceived risk
(PR) has a negative
relationship
significant impact to
the adoption of e-
wallet among SMEs

Based on selected papers, 57.143% shows PR has a significant positive
impact to the adoption - Aji et al. (2020); Daragmeh et al. (2021); Chauhan
et al. (2022); Ojo et al. (2022); Ming & Jais (2022); Muhamad Anuar et al.
(2020); Tang et al. (2022): Riska et al. (2022). Although most past studies
refer PR to Covid-19 risk such as afraid of virus transmission through
physical money, a study by Muhamad Anuar et al. (2020) stated that PR has
a significant associate with the adoption.

H6: Perceived cost
(PC) has a negative
relationship
significant impact to
the adoption of e-
wallet among SMEs

Based on selected papers only one paper applies PC in their paper -
Muhamad Anuar et al. (2020). This trend has supported the study from Teng
&Khong (2021) which stated that perceived cost is the top factor in
consumer adoption only during 1998-2006 hence current study no longer
applies this variable. Based on Muhammad Anuar et al. (2020), perceived
cost has a significant associate with the adoption.

H7: E-wallet adoption
has a positive impact

Similarly with PC, only one paper has applied productivity in their study -
Ifeyinwa Umeokeke et al. (2017). The study is focusing on farmers and the

to the SMEs | findings show that the use of e-wallet system has shown an important
productivity pathway for small land holder farmers to increase their agricultural income
and to escape poverty
8. CONCLUSION

Based on the 43 selected papers, only two papers are studying e-wallet adoption from
the SMEs perspective (Muhamad Anuar et al. ,2020 and Riska et al. ,2022) while the
remaining 41 papers are studying the e-wallet adoption from e-wallet user who is the
buyer in business cycle. However, the justification and finding from both buyer and
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seller are the same. Hence, the finding from this paper has successfully answered all
two of our objectives (i) to determine the factors that influenced e-wallet adoption
among SMEs and (ii) to determine the relationship between e-wallet adoption and the
organization’s productivity of SMEs. The first objective is answered as our finding
suggested that all our six exogenous variables namely performance expectancy; effort
expectancy; social influence; facilitating condition; perceived risk and perceived cost
show significant positive result with the support of 30-60% from selected papers,
except of one variable (perceived cost) which only with one supported paper. The
second objective is also answered as our finding suggested that e-wallet adoption has
a positive impact to our endogenous variable of organization’s productivity. Next, the
findings from this paper will help us to verify the impact of six exogenous variables
in e-wallet adoption especially from the seller’s view. To fill the gap of study related
e-wallet adoption among seller, this paper will make further observation and come up
with the definite finding related with SMEs e-wallet adoption and it effect towards
productivity.
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