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Abstract: The COVID-19 pandemic poses a huge challenge for the Pakistani 
financial industry, leading to an increase in digital banking as it has 
become a necessity for users of financial services. The research seeks to 
empirically test the impact of customer perceptions on the adoption of 
digital banking during COVID-19. In addition, this study investigates the 
impact of performance expectancy, Effort Expectancy, and Social influence 
on customer’s intentions to adopt digital banking services with moderating 
effect of perceived risk. The population of the study consist of all the 
customers of banks which are providing digital banking services in 
Pakistan. A survey was conducted and 254 responses were analyzed with 
the help of structural equation modeling. Study concludes that Performance 
Expectancy, Effort Expectancy and  Social Influence as independent variable 
and Perceived Risk as moderating variable has a significant impact on the 
perception of customers of digital banking  applications. Study further 
contributes that Perceived Risk moderates the relationship between 
Performance Expectancy, Effort Expectancy, Social Influence and the 
intention of customers of digital banking applications to adopt digital 
banking services. 
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Introduction 

The COVID-19 pandemic not only causes a serious 
health crisis but also changes the structure of the 
global economic system. The effect on our lives 
because of the monetary effect of the measures 
taken to battle the infection was exceptional in 
the last century. Moreover, aside the new 
emergency, a review of the banking business' 
digital devolpement shows that the role of banks 
in the financial sector has changed essentially 
(Chipeta & Muthinja, 2018) ), which thus has 
changed customer requirements (Adeel Zaffar, 
Kumar, & Zhao, 2019). Clients are now ready to 
engage in banking transactions using digital 
operating systems (Mckinsey & Company, 2016). 
With the help of new financial technologies, 

banks can effectively and efficiently provide more 
exclusive services to their customers. New 
banking technologies and tools can facilitate 
collaboration with customers and increase 
customer loyalty (Abualsauod & MajedOthman, 
2019). Increasing customer engagement makes 
banks more efficient and profitable (Wang, Fan, & 
Yin, 2019). 

One of the most important aspects of forth 
generation banking after the Industrial 
Revolution is branchless banking, which goes one 
step further than digital banking. Digital banking 
tools allows customers to use almost all banking 
operation without even visit to branch of bank, 
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and the latest new tools remove the limitations of 
physical interaction of customers with bankers. 
However, new banking channels and technologies 
cannot be developed without being accepted by 
clients. Client requirements may vary depending 
on environmental and cultural conditions 
(Hassan, Wood, Telematics, & Informatics, 2020). 
In Pakistan study by Kazi (2013) certain factors 
influence the acceptance of mobile banking 
services. They concluded that customer’s intent 
to use digital banking was significantly influenced 
by social impact, perceived risk, perceived ease of 
use, and perceived usefulness. In the case of the 
United Kingdom, Moutinho and Smith (2000) 
found that convenience and simplicity were 
considered by customers to be a top priority for 
digital banking. Karjaluoto et al. (2002) concluded 
that the previous experience of digital customers 
using e-banking is the most important factor in 
accepting and using e-banking. Zhang (2018) A 
study of 62 samples from 27 countries showed 
that some cultural characteristics of each country 
could adversely affect the acceptance of electronic 
banking. 

Most of the studies in this area have mainly 
focused on the adoption and development of a 
technology, while the technical development of a 
particular technology, regardless of the factors 
affecting its acceptance by users, would reduce 
the capabilities of 'one system and it would waste 
many resources of an organization and a country. 
It is therefore essential to systematically consider 
the issue of acceptance of the technology by 
banking customers. This research examines the 
acceptance issues associated with digital banking, 
particularly in the context of Pakistan. 

The researchers sought to examine the 
customer’s intention to adopt digital services in 
the context of Pakistan's banking industry. 
Pakistan, the sixth most populous country in the 
world, is a money-based economy, with 85% of 
its population economically excluded. Pakistan 
could become an attractive market for developing 
digital technologies due to the increasing number 
of young people, a catastrophic penetration of the 
Internet and smartphones, consumer choices for 

mobile and social media, and the spread of online 
commerce that promotes digital payments, and 
overall financial system having absorption 
capacity for innovation. So, this study 
investigates various factors effecting customers 
intentions to adopt digital banking services with 
moderating effect of perceived risk. It is evident 
that due to COVID-19 every organization face 
difficulties to manage their operation smoothly. 
This study sheds light upon the adoption 
intention of digital services in this pandemic and 
specifically its implication on banking sector 
which is a growing sector worldwide. This study 
attempts to answer the following questions: 

1. Is there any relationship between 
performance expectancy and customer’s 
intention to adopt digital banking?  

2. Does effort expectancy has impact on 
customer’s intention to adopt digital 
banking?  

3. Is there any relationship between social 
influence and intention to adopt digital 
banking? 

4. Does perceived risk moderates the 
relationship between performance 
expectancy, effort expectancy and social 
influence to adopt digital banking during? 
 

Literature Review and Hypotheses 
Development  

Understanding the variables that influencing the 
acknowledgment of technology has been the 
subject of examination by many researchers. For 
this reason, many models have been developed 
based on psychological and sociological theories, 
the most widely used being the technology 
acceptance model. Venkatesh (2003) developed 
the UTAUT model (Unified Theory of Acceptance 
and Use of Technology) by using the foundation of 
previous researchers in the field of technology. 
The creation of the UTAUT model is the result of 
the integration of the eight models used to explain 
the technology adoption process in the previous 
research. These models include “Theory of 
Reasoned Action, The Technology Acceptance 
Model, The Motivational Model, The Theory of 
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Planned Behavior, The Combined Theory of 
Planned Behavior/Technology Acceptance Model, 
The Model of Personal Computer Utilization, The 
Diffusion of Innovation Theory and Social 
Cognitive Theory”. 

The UTAUT model has attracted in the 
consideration of many researchers, and its 
fruitful application has been affirmed by different 
empirical studies (Venkatesh, 2003; Zuiderwijk, 
Janssen, & Dwivedi, 2015). Its importance is not 
only reflected in the analysis of the most 
important precedents in the use of technology, 
but also in the analysis of moderators who 
amplify or limit the influence of the central 
determinant (Tessema, Ready, & Yu, 2012). The 
UTAUT model consists of four parts: performance 
expectations, effort expectations, social influence 
and promotion conditions (V. Venkatesh, Thong, 
& Xu, 2012). In addition, the UTAUT model uses 
gender, age, experience, and voluntary use as 
moderating factors, explaining the differences in 
behavior among different populations (Ji & Qu, 
2008). 

 
Performance Expectancy 

Performance expectancy is defined as the extent 
to which the use of technology benefits 
consumers in the performance of specific 
activities (V. Venkatesh et al., 2012). Performance 
expectations are actually measured to the extent 
that people think digital banking is useful to 
banks (Tarhini, Hone, & Liu, 2013). Oliveira, 
Thomas, and Espadanal (2014) and Javed (2018) 
concluded that performance expectancy have an 
overall impact on the behavioral intentions of 
digital banks. The experience of Baptista and 
Oliveira (2015) and Basri (2018) shows that mobile 
banking users believe that performance 
expectancy are one of the most important 
precedents for behavioral intentions. 

In this sense, this article tests the following 
hypotheses: 

H1: Performance expectations have a 
statistically significant impact on the 
behavioral intention of using digital 
banking services. 

Effort Expectancy 
Effort expectancy define as “ease of use 
associated with the system” Venkatesh et al. 
(2003). The easier it is to use digital banking, the 
more probable it is that clients will use it for 
banking activities. Bankole et al. (2011), 
investigate the digital banking history in 
devopling county and findings shows that effort 
expectancy has a positive association with 
customer’s intentions to use digital banking. 
Another study by Bhatiasevi (2016), studied about 
the relationship between effort expectancy and 
customer’s intention to adopt digital banking in 
Thailand, the results of the study concluded that 
effort expectancy have a positive effect on 
customer adoption behavior. Further, one study 
conducted by Albashrawi et al. (2017) also indicate 
a positive association between effort expectancy 
and intention to adopt digital banking by 
observing a sample of U.S. bank clients. Based on 
the above, we can draw the following conclusions: 

H2: Effort expectancy has a significant 
association with customer’s intention to use 
digital banking services. 

 
 Social influence 

Social influence define as “the degree to which an 
individual perceives that the use of new 
technology by him/her is considered important by 
others or he/she conforms to others’ 
expectations” Venkatesh et al., 2003). Individuals 
meet socially and they take impact from the value 
given to digital banking given by friends or 
relatives. It might impact the individual pattern 
towards digital banking. Different researcher’s 
empirically test the relationship between social 
influence and customers intentions to adopt 
digital banking services. Most of the researcher 
findings conclude a positive association between 
these variables (Bhatiasevi, 2015; Marinković & 
Kalinić, 2017). Moreover, in a context of devopling 
countries the impact of social influence on 
customer’s adoption to use mobile banking has 
observed significantly and positively (V. 
Venkatesh & Zhang, 2010). On the basis of the 
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above results, the researchers draws the following 
hypothesis. 

H3: Social influence has a significant 
association with customer’s intention to use 
digital banking services. 

 
Perceived risk 

Perceived risk define as “the individual's 
subjective beliefs about the possible negative 
consequences of a certain planned action or 
behavior due to inherent uncertainty”. Risk 
perception is an important factor for customer’s 
behavior since people appear to be more ready to 
try not to commit errors than to boost purchase 
returns (Mitchell, 1999). According to the 
researcher Pavlou and Stewart (2000) perceived 
risk is an important factor which determine the 
intention of banking customers to adopt digital 
banking services. Another researcher concludes 
that perceived risk may reduce the perception of 
behavior and environmental control, and this lack 
of control may effect on perception of digital 
customers behavior. The same is applicable for 
digital applications (Belkhamza & Wafa, 2009)). 
Some of the researchers also find a significant 
relationship between observed variables as it 
come from uncertainty and customers are really 
concerned about this (Andrews 2004). Perceived 
risk Therefore, researchers hypothesize. 

H4: Perceived risks has a significant moderating 
effect impact on intention to adopt and use 
digital banking. 

 
Conceptual Framework 

 

 

 

 

 

 

 

 

 

 

Research Methodology 

The main purpose of this research is to investigate 
the intention of bank customers to adopt digital 
banking services. For this reason, the population 
of this research is the current and potential users 
of digital banking services. The sample size of the 
survey consisted of 270 respondents from major 
cities in Pakistan. This sample size was calculated 
through response to item theory. The Researchers 
use convenience sampling technique to collect 
data. 

The researchers used questioner as a toll for 
data collection. The questioner consists of two 
parts. The first part examines the factors that 
determine the intentions to adopt digital banking 
services, such as performance expectancy, effort 
expectancy, Social influence and Perceived risk. 
The second part examine the demographic 
information such as age, gender, income level, 
customer experience etc. The modified questioner 
was developed based on the intention to adopt 
digital banking developed by (Evon Tan, 2016; 
Gary Mortimer, 2015; Makanyeza, 2017). The 310 
questioner was sent to customers. The overall 
response rate was 84.52%. Various data analysis 
tools and techniques have been used in current 
research to validate data. Various techniques that 
have been used in the current study analysis were 
comprised of Reliability analysis, descriptive 
statistics, correlation, Structuring model and 
Regression Analysis.  The tool used for data 
analysis of this research was IBM SPSS and AMOS 
analytical tool.  

Data Analysis and Results 

Reliability Analysis 

Name of Variable Items No. Cronbach’s 
Alpha 

Performance 
expectancy 

7 .939 

Effort Expectancy 4 .884 
Social Influence 7 .866 
Perceived Risk 6 .916 
Intention to adopt 3 .859 

 

Performance 

Expectancy  

Effort 
Expectancy 

Perceived 
Risk 

Social 
Influence 

Intention to 
adopt Mobile 

banking 
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Table 4.1 shows the internal consistency of the 
variables. According to the (reference) the value 
of Cronbach alpha should be higher than 0.7. The 

result shows that all the values of constructs are 
reliable as above the threshold of Cronbach’s 
alpha.  

 
Summary of Model Fitness  

Model CMIN/DF CFI GFI AGFI PCLOSE RMSEA RMR 
 1.475 .978 .911 .882 .848 .043 .062 

Table 4.2 shows the model fitness summary. 
According to the results the values of “GFI, AGFI, 
CFI, and PCLOSE” is according to the standards 
and the values of “RMR, CMIN/DF and RMSEA” 
are below onset standards. Therefore, the model 
is good fit and can also be used for hypothesis 
testing. 
 

Structural model 

Table 4.3 shows the structural equation modeling 
to make a structural model. SEM investigated the 
effect of all exogenous latent variables on some 
other specific latent variables. Goodness of fit 
guides are applied for testing structural model. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure: Structural Model (SEM) 
Moderation Analysis 

Table 4.4 shows the moderation analysis of the 
model. According to the results perceived risk as a 
moderator significantly change the relationship 
of Performance Expectancy, Effort Expectancy, 

and Social Influence with intention to adopt 
Digital banking. Values of standardized 
regression weights with moderator given in table 
4.4 
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Standardized Regression Weights with moderator 

Path Estimates S.E C.R p 
Intention to adopt < ---Performance Expectancy .468 .041 11.27    *** 
Intention to adopt < ---Effort Expectancy -.013 .052 -.243    .808 
Intention to adopt < ---Social Influence .378 .028 13.69     *** 
Intention to adopt < ---Perceived Risk .179  .095  1.888    .059 
Intention to adopt < ---Mode1 -.100  .017 -5.874     *** 
Intention to adopt < ---Mode2  .197  .011 18.03     *** 
Intention to adopt < ---Mode3 -.128  .007 -17.45     *** 

 
Hypotheses 

Hypotheses Path Beta P-value Results 
H1 PE       IN .468 *** Accepted 
H2 EE       IN -.013 .808(NS) Rejected 
H3 SI        IN .378 *** Accepted 
H4a MODE1 IN -.100 *** Accepted 
H4b MODE2 IN .197 *** Accepted 
H4c MODE3 IN -.128 *** Accepted 

Above given table shows the association between variables and outcomes related to the research. 
 
Discussion 

The result of the study report that performance 
expactancy has a significnt and positive impact on 
customers intention to adopt digital banking 
during COVID-19. So, researcher reject the null 
hyposis. Previous studies report similar results as 
different researchers findings argues that 
customers are positively attracted through the 
factor of performance expectancy  (Evon Tan, 
2016; Gary Mortimer, 2015; Makanyeza, 2017; 
Richard Glavee-Geo, 2017). The results of the 
study also reveals that effort expactancy has 
insignificant relationship with custmers adoption 
to adopt digital banking. So, the researcher fails to 
reject the null hypothesis. The findings of current 
study is contradict with the findings of litrature as 
most of the researchers find a positive 
relationship between observed variables. (Evon 
Tan, 2016; Gary Mortimer, 2015; Makanyeza, 
2017; Richard Glavee-Geo, 2017). Further, results 
reveals that social influence has positive and 
significant relationship with customers intention 
to adopt digital banking in Paksitani context. 
Social influence is construct of UTAUT model in 

determining the intention to adopt technology. 
Social influence means that the extent to which 
individual feelings, opinion and behavior are 
influenced by others. So, researcher reject null 
hypothesis. Previousaly, many researchers report 
the same findings and consider social influence as 
an important factors that affect the adoption 
behavior of digital banking customers (Evon Tan, 
2016; Gary Mortimer, 2015; Makanyeza, 2017).  

The major contribution of current study was 
to check the moderating effect of percieved risk 
on observed variables. In the previous studies 
perceived risk was used as an independent 
variable which shows that there was a significant 
negative relationship with intention to adopt 
digital banking (Evon Tan, 2016; Gary Mortimer, 
2015; Makanyeza, 2017; Richard Glavee-Geo, 
2017). In current research when Perceived Risk 
examine as moderator variable, results shows 
that there is a significant relationship with 
intention to adopt Digital banking. So, it is 
concluded from the results of this study is that 
there is a moderation. It has been concluded from 
significant results of the study that perceived risk 
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play moderating role in the relation between 
Performance Expectancy and intention to adopt 
Digital banking. The study results reveals that 
during COVID-19 the intention of customers 
toward digital banking has increased and the 
discussed factors contribute to adopt digital 
banking in Pakistan.  
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