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Abstract 

This paper investigated the influence of factors on the intention to adopt Internet banking services among students of higher 

education in Pakistan. Theoretical framework used for this study has been adopted from Technology Acceptance Model (TAM) 

with four independent variables. Convenience sampling method was used with a total of valid 220 respondents, which included 

students of Khadim Ali Shah Bukhari Institute of Technology (KASBIT), Karachi, Pakistan.  Data was collected through self 

administered questionnaire of two parts: Demographic and Likert scale multi-item scale for variables under study. Results indicated 

that convenience, perceived credibility, and perceived usefulness had significant positive influence among students on the intention 

to adopt Internet banking. The findings from this research would be useful for banks in the subject area, particularly for students in 

Pakistan. 
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1. Introduction 

One of the major forces behind the changes happenings to business today is technology, which is creating new 
products, services market opportunities and developing more information and system oriented business and 
management processes (Liao and Cheung, 2002). Technology engaged in service organizations boost consumer 
service value and delivery, reduce expenses, and homogenize nucleus service contributions (Ibrahim et al, 2006; 
Gounaris et al, 2005).The banking industry has always been innovative and receptive to new technological 
development in the financial service industry (Ozdemir, Trott, and Hoecht, 2008). 
The Internet has an ever-growing importance in the banking sector because of the advantages it brings to both the 
entities and their customers. Although an information system (IS) overhead is regarded costly and risky, financial 
institutions are one of the largest investors in IS (Mashhour and Zaatreh, 2008). Because of challenging business 
processes in the financial services, banks have been harried to initiate alternate delivery channel to pull consumers and 
improve consumers’ awareness. It has been observed in the developed countries in general and developing countries in 
particular that during the last decade, electronic banking has enjoyed remarkable multidimensional growth and better 
services as compared to traditional banking system (Gonza’lez et al, 2008). 
In Pakistan, banking sector has adopted information and communication technology (ICT) in its early stages and 
offered customers through Internet a variety of online services with more convenience for accessing information and 
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making transactions. According to Internet World Statistics (2013) the number of Internet users in Pakistan as of June 
2012 is over 12.1 million with 15.3% population penetration. 
Pakistan has witnessed an increase in the actual use of Internet banking services, as consumers performed financial 
transactions. According to (Azeem, 2012) service utility augmented by 89 percent and quantity of money grew by 112 
percent in first quarter of financial year 2011-12. The State Bank of Pakistan’s “Payment Systems Review” stated that 
Rs 84.85 billion was transferred through Internet banking in Pakistan in Jul-Sep 2011, with 1.6 million numbers of 
transactions (Azeem, 2012). 
But despite all the opportunities and benefits created by the Internet banking, there are still many challenges that are 
present in the financial sector. There are also some limitations of Internet banking as it requires awareness, knowledge 
and skills to operate it. 
A lot of research has been conducted in recent past to study the adoption factors of Internet Banking in Pakistan. 
(Kaleem and Ahmad, 2008) studied the advantages of Internet banking among employees of Pakistani public and 
private banks. In another survey of 235 Pakistani bank consumers, it was found that usefulness of Internet banking 
over conventional banking as the dominant factor to adopt this service. Almost 50% of consumers shifted from 
traditional banking system to Internet banking (Qureshi, Zafar, and Khan, 2008). A study by (Khan, 2007) of three 
Pakistani firms of their intention to adopt Internet banking, lack of trust in Internet banking system, and lack of 
confidence in making big amount transfer over Internet were the salient factors which inhibit the adoption rate.  
Clearly, in order to grow consumer Internet banking adoption, banks must make key improvements that address 
consumer concerns. Thus, it would behoove financial institutions to gain an understanding of the key factors that 
influence consumer Internet banking adoption. 
Therefore, the purpose of this study is to investigate factors usage of Internet banking service among students of 
higher education in Pakistan. Internet banking acceptance will be studied using the factors that are critically 
successful, referring to the idea that consumers are using Internet banking directly. Hence, more knowledge on the 
factors that affect Internet banking adoption is needed in order to better understand and facilitate the adoption. 
Based on the aforementioned, the researcher examined the factors that influence students of higher education in 
Pakistan to use the Internet for their banking transactions. In order to address the research issues in this paper, the 
researcher reviewed existing works on Internet banking adoption including research methods appropriate for this 
paper, and then applied them to the context of Pakistan. 
The remainder of the paper is set out in six sections. The first section introduces the research topic, and in second 
section literature review has been presented on adoption of Internet banking. Third section highlighted research 
methodology that was employed. Fourth, statistical analysis on data collected through survey questionnaire is 
presented, and in fifth section the researcher discussed the main findings and draw implications for theory and 
practice. Sixth and finally, the researcher concluded the paper, with research limitation, and guidelines for future 
research. 
2. Literature Review 
One of the most important theories used by researchers when studying consumer’s intention to adopt Internet banking 
is Technology Acceptance Model (TAM), originally proposed by (Davis, 1989). TAM was considered as a robust 
instrument for studying and researching the adoption and usage of Internet Banking, by looking at the demand side 
issues of IT/IS usage (Hewer and Howcroft, 1999; Rogers, 1995), rather than the supply, or developer’s perspective, 
as is often the case. Overall, TAM can successfully guide technology implementation, developments and innovations 
within the area of Internet Banking. 
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2.1 Perceived Usefulness 
Davis (1989) defined perceived usefulness as “the degree to which a person believes that using a particular system 
would enhance his or her job performance”. The importance of perceived usefulness has been widely recognized in the 
field of e-banking (Polatoglu and Ekin, 2001). There is also broad research that presents evidence of the significant 
impact of perceived usefulness on user acceptance of e-banking (Davis et al., 1989; Venkatesh and Davis, 1996; 
Agarwal and Prasad, 1999; Venkatesh, 1999, 2000). Adams et al. (1992) and Davis et al. (1989) reported that user 
acceptance of computer systems is driven to a large extent by perceived usefulness. Moreover, Pikkarainen et al., 
(2004) previously found that perceived usefulness had a direct effect on internet banking usage. People use online 
banking services because they find that using banking web sites enhances the productivity of their banking activities 
and that they are useful for performing financial transactions (Singh, 2012). Wang et al. (2003) discovered that 
perceived usefulness effect Taiwan people’s intentions to adopt e-banking systems significantly. Hence, the greater the 
perceived usefulness of using e-banking services, the more likely that e-banking will be accepted by users (Polatoglu 
and Ekin, 2001). A customer will have a positive attitude towards Internet banking when customers feel that using 
Internet banking provide benefits for them (Al-Shomali, et al. 2008). 
Hence, the following hypothesis has been proposed: 
H1: PU has a positive influence on the intention to adopt Internet banking services among students of higher education 
in Pakistan. 
2.2 Perceived Ease of Use (PEOU) 
In TAM, an individual’s belief develops the intention to use the system. According to Davis (1989) PEOU refers to 
the degree to which a person believes that using a particular system would be free of effort.  Similarly, Zeithaml et al. 
(2002) stated that the degree to which an innovation is easy to understand or use could be considered as perceived ease 
of use. Hainudin (2007) and Wang et al (2003) found that PEOU has a positive effect on behavioral intention to use 
the Internet banking. Also with less complexity in interacting with system, positive attitude could be developed 
subsequently towards intention and behavior. Guriting and Ndubisi (2006) found that PEOU had a significant positive 
effect on behavioral intention to use online banking in Malaysia. Several researchers have proposed that a system that 
is easy to use will be more widely accepted than the one that is not as easy to use (Ndubisi et al, 2001; Selim, 2003). 
Based on these findings, it is highly expected that the general causalities found in TAM are also applicable to Internet 
banking services. 
Hence, the following hypothesis has been proposed: 
H1: PEOU has a positive influence on the intention to adopt Internet banking services among students of higher 
education in Pakistan. 
2.3 Perceived Credibility (PCRED) 
According to Jacoby and Kaplan (1972), perceived credibility refers to a user feels the certainty and pleasant 
consequences of using an electronic application service, when there is no financial risk, physical risk, functional risk, 
social risk, time-loss risk, opportunity cost risk, and information risk. Perceived Credibility is “the belief that the 
promise of another can be relied upon even under unforeseen circumstances” (Suh and Han, 2002). Daniel (1999) and 
O’ Connell (1996) found that security concern was important in affecting the acceptance and adoption of new 
technology or innovation. 
For credibility it is necessary for bank to ensure its good reputation and must give confidence to customer about its 
services. There are many fears in the mind of customer but if the credibility of that particular bank is at high level than 
the customer will be assured that his transactions with that bank are safe and there is not much to worry about. If the 
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credibility of bank is below par than the chances of risk will be certainly increased enabling customer not to trust 
easily (Hassan et al, 2012). 
Perceived credibility consists of two important elements: privacy and security. Security refers to the protection of 
information or systems from unauthorized intrusions (Egwali, 2008). Fear of inadequate security is one of the factors 
that have been identified as impediments to the growth and development of e-Commerce including electronic banking 
adoption (Ezeoha, 2005). Perceived credibility is about personal belief that a user has in the system to carry out a 
transaction securely and maintain the privacy of personal information (Adesina and Ayo, 2010). According to Hanudin 
(2007), perceived credibility is a determinant of behavioral intention to use an information system. Ramayah and Ling 
(2002) found that Internet banking users were very concerned about security and majority of them were using Internet 
banking for accounts enquiry only due to the credibility concern.  
Hence, the following hypothesis has been proposed: 
H3: PCRED has a positive influence on the intention to adopt Internet banking services among students of higher 
education in Pakistan. 
2.4 Convenience (CONV) 
Copeland (1923) defined convenience goods as a class of consumer products that were intensively distributed and 
required minimal time and physical and mental effort to purchase. Some later definitions of convenience also focused 
on resources such as time and effort required of the consumer in shopping for a product (Brown, 1990). Other 
researchers, however, expanded the concept of convenience to incorporate non-shopping activities. It is related to the 
visual view of the Internet compared to telephone banking (Black et al., 2002).Convenience is one of the most 
beneficial features of Internet banking (Liao and Cheung, 2002; Daniel, 1999). People can bank online to pay bills, 
check balances, transfer funds, apply for auto loans and mortgages, and use other complementary services at the tip of 
a finger anytime from anywhere (Yu and Lo, 2007; Ramsaran, 2003). Lichtenstein and Williamson (2006) indicate 
that time saving and 24/7 access appear to be the most important aspects of the convenience of Internet banking 
services. Devlin (1995) explains that as people become more time and leisure conscious, the convenience aspects of 
Internet banking will be increasingly valued. 
Therefore, the following hypothesis has been proposed. 
H4: Convenience has a positive influence on the intention to adopt Internet banking services among students of higher 
education in Pakistan. 
3. Methodology 
This present study focused on how the students of higher education in Pakistan perceived the adoption of Internet 
banking. The main motivation for this research was that there was no study conducted that involved higher education 
students’ intention to adopt Internet banking in Pakistan. Therefore, a current enrollment of 1600 students of Khadim 
Ali Shah Bukhari Institute of Technology (KASBIT), Karachi Pakistan, as of August 2012 was the population for the 
study. A convenience sampling method was used as survey instrument for this study. Convenience sampling is a type 
of non-probability sampling which involves the sample being drawn from that part of the population which is close to 
hand. Convenience sampling method is cost effective, and this method has been used in many information systems 
research (Eze et al, 2011). 
The independent variables of this study are perceived usefulness (PU), perceived ease of use (PEOU), perceived 
credibility (PCRED) and convenience (CONV). These independent variables may be the determinants that influence 
dependent variable, i.e. intention to adopt (ADOP) Internet banking among students of higher education in Pakistan. A 
self-administered questionnaire was used in this research, which consists of two sections. The first section contains the 
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demographic information such as gender, age group, program of study, and the second section consists of the 
conceptual variables identified earlier. The conceptual variables were measured by using multi-item seven point Likert 
scales. For example, “1” denoted as strongly disagree, “2” denoted as disagree, “3” denoted as somewhat disagree, “4” 
as neutral, “5” as somewhat agree, “6” as agree, and “7” as strongly agree. The questionnaire items were adapted from 
different sources. PU was measured with five items adapted from (Goodhue and Thompson, 1995; Wang et al, 2003). 
PEOU with five items was adapted from (Nysveen et al, 2005; Goodhue and Thompson, 1995). PCRED with five 
items was adapted from (Liao and Cheung, 2002; Jaruwachirathanskul and Fink, 2005). CONV with five items was 
adopted from (Cunningham et al, 2005). Finally, students’ intention to adopt Internet banking with five items was 
adapted from (Venkatesh and Morris, 2000). 
The questionnaire was distributed to 300 students during classes in morning, evening, and weekend sessions. Out of 
300 questionnaires 240 were returned to the researcher.  However, 20 questionnaires were removed because they 
included missing values for at least 1 of the questions. Correlation and multiple linear regression analysis was engaged 
by researcher to ascertain a set of independent variables; PU, PEOU, PCRED, and CONV, which explains a part of the 
variance in the dependent variable of behavioral intention to adopt  Internet banking services at a significant level and 
used for hypotheses testing. The data from the 220 valid questionnaires was analyzed using Statistical Package for 
Social Sciences (SPSS) software version 17.  
4. Data Analysis 
Demographic profile of students for this study includes gender, age group, and program of study. The following 
Table1 represents the demographic characteristics of the students.  
Table No. 1 Demographic Characteristics of the respondents 

Source: This study 
The gender distribution of respondents is 75.5 percent for male and 24.5 percent for female. Majority of the 
respondents were male which is 166 respondents while female is 54 respondents make the grand total respondents are 
220. 
The breakdown of age groups is dominated by the group of up to 25 which consist of 147 students (59.4%). The 
number of respondents in age group of 26-40 years was 60 students (27.3%), and finally there were 13 respondents 
who were above the age of 40 representing 5.9 % of total 220 student sample for this study. 
The breakdown for program of study consists of 144 students of BBA program representing 65.5%, 54 students of 
MBA program representing 24.5%, 17 students of MS/M. Phil program representing 7.7%, and finally 5 students of 
PhD program representing 2.3% of total 220 student sample for this study. 

Variable Classification Frequency Percentage 
Gender Male 166 75.5 
 Female 54 24.5 
  220 100% 
Age Group Up to 25 years 147 66.8 
 26-40 years 60 27.3 
 More than 40 13 5.9 
  220 100% 
Program of Study BBA 144 65.5 
 MBA 54 24.5 
 MS/M Phil 17 7.7 
 PhD 5 2.3 
  220 100% 
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The following Table No. 2 shows the Cronbach’s Alpha value for all variables. Cronbach’s Alpha is used to determine 
the internal reliability of the multi item variables. Nunnally (1967) indicated that a value of 0.7 Cronbach’s Alpha or 
higher is considered acceptable. The statistics show that all variables exhibited values ranging 0.822 to 0.921, which 
suggests that the data is reliable and consistent with acceptable research standards. 
Table No. 2 Reliability Analysis of variables 
Variable No. of Items Mean Value Cronbach’s Alpha 
Perceived Usefulness 5 3.975 0.896 
Perceived Ease of Use 5 3.975 0.826 
Perceived Credibility 5 4.025 0.921 
Convenience 5 3.933 0.840 
Intention to Adopt 5 3.981 0.822 
Source: This study 
The following Table No. 3 shows the correlation matrix of the conceptual variables. A two-tail test at 0.01 level of 
significance indicates that there are positive relationships among the variables. According to Wong and Hiew (2005) if 
the value of correlation coefficient is from 0.50 to 1.0, it is considered strong. There are strong relationships between 
dependent variable “ADOP” and four independent variables (PU, PEOU, PCRED, and CONV) as the respective 
correlation is above 0.5. 
Table No. 3 Correlation Matrix 
Constructs ADOP PU PEOU PCRED CONV 
ADOP 1.00     
PU 0.813** 1.00    
PEOU 0.723** 0.712** 1.00   
PCRED 0.846** 0.838** 0.749** 1.00  
CONV 0.837** 0.806** 0.792** 0.840** 1.00 
**Correlation is significant at 0.01 level of significance 
Source: This study 
Multiple regression analysis is used to analyze the relationship between one dependent variable to several independent 
variables (Hair et al, 2005). Therefore, the researcher employed multiple regression analysis to test the hypotheses 
under study. The following Table No. 4 shows the analysis of coefficients for specific relationships. 
Table No. 4 Multiple Regression Analysis 

Source: This study 

Model R = 0.886 R-Square = 0.785 Adj. R Square = 
0.781  

Model F-Value = 195.851 Sig. = 0.000   

Model 
Unstandardized Coefficients Standardized Coefficients 

t Sig. 
B Std. Error Beta 

Constant  0.310 0.149 0.224 2.072 0.039 
PU 0.215 0.060 0.224 3.598 0.000 
PEOU 0.041 0.059 0.037 0.696 0.487 
PCRED 0.326 0.063 0.353 5.154 0.000 
CONV 0.342 0.070 0.331 4.871 0.000 
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For the coefficient of correlation, R stated 0.866, for coefficient of determination, R² stated 0.785, indicating that 78.5 
percent of the variance in dependent variable “ADOP” explained by four independent variables, i.e. PU, PEOU, 
PCRED, and CONV. The F-statistics for this study was significant at 0.01 level (p-value < 0.01), showing the fitness 
of the model. The individual model variables indicated that unstandardized coefficients for PU (p-value < 0.01), 
PCRED (p-value < 0.01), and CONV (p-value < 0.01) positively and significantly affected dependent variable 
“ADOP” of Internet banking. However, the independent variable PEOU (p-value > 0.01) had no significant 
relationship with intention to adopt Internet banking among students of higher education in Pakistan. 
Hypotheses H1, H3 and H4, were supported in that PU, PCRED, and CONV all had a significant effect on the intention 
to adopt Internet Banking among students of higher education. However, hypothesis H2 was not supported as PEOU 
had no significant influence on the intention to adopt Internet banking among students of higher education in Pakistan. 
5. Discussion 
The findings in this paper revealed that convenience has the strongest positive significant relationship in examining 
the intention to adopt Internet banking among students of higher education in Pakistan. This result is consistent in the 
study by Eastin (2002) and Nasri (2011) where perceived convenience was the strongest predictor of online banking 
usage. This could be as the students have ready access to Internet; most of their time is spent on studies, so they opt 
for Internet banking as compared to conventional systems.  
This study also revealed that perceived credibility had second most positive significant influence after convenience on 
the intention to adopt Internet banking among students of higher education in Pakistan. Therefore the result is 
consistent with previous studies such as Gerrard and Cunningham (2003), Ramayah and Ling (2002), and Sathye 
(1999) who claimed that perceived credibility was a determinant of intention to adopt Internet banking. Again, as most 
of the students of higher education are intermediate to expert users of Internet, they generally are somewhat concerned 
about risks of privacy and security, but overall they believe Internet banking is trustworthy.  
The independent variable perceived usefulness included in this study also had a significant positive relationship with 
intention to adopt Internet banking. The findings indicated that respondents were keen on the benefits a system would 
offer them if they used it relative to other systems. This result is consistent with several past studies of Venkatesh and 
Morris (2000), Chiu et al (2005), Hernandez et al. (2011), and Weisberg et al (2011), who claimed that perceived 
usefulness has a significant relationship with behavioral intention to use an IS. The results of data analysis point out 
that students of higher education in Pakistan were eager on the benefits Internet banking services would offer them if 
they used it relative to other systems. Consumers must realize that in today’s fact paced life style, the use of Internet 
related applications should be readily adopted in order to stay abreast with latest trends.  
Specifically, the results showed that hypothesis H2 which predicted a positive relationship between perceived ease of 
use and behavioral intention to adopt Internet banking services was not supported. Similar results of non-significant 
effect of independent variable perceived ease of use on behavioral intention to adopt Internet based application has 
been demonstrated in the past. According to (Gefen and Straub, 2000; Gardner and Amoroso, 2004; Saade and 
Galloway, 2005; and Sihombing, 2007), the factor ease of use would be perceived as less important when analyzed 
along with factor usefulness. The strong relative importance and usefulness of Internet banking services among 
students of higher education has over powered the overall effect of ease of use of Internet based application. 
6. Conclusion 
The primary objective of this study was to analyze the determinants affecting intention to adopt Internet banking 
among students of higher education in Pakistan. This study identified some variables that are more dominant than 
others in Internet banking adoption. The empirical results showed that the perceived convenience, perceived 
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credibility, and perceived usefulness all have significant effects on behavioral intention to use Internet banking. 
However, perceived ease of use was not a significant factor in the intention to adopt Internet banking. 
The outcomes of this research can also be used to help banks better recognize Pakistani students of higher education 
intention to adopt Internet banking. This could facilitate banks to devise valuable techniques to attract this group to 
use this service.  
One of the limitations of this study was that the respondents were from only one higher education institute, i.e. 
KASBIT, and may not represent the entire student population of private/public sector universities in Pakistan. 
Therefore, future research should consider the responses from this population as well. Researchers can compare the 
results and look the gap in order to further investigate the students of higher education behavioral intention to adopt 
Internet banking. This will enable a stronger and a more reasonable standpoint on the research issues. 
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