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ABSTRACT
The introduction of cashless policy in Nigeria had gained a number of reactions over the adoption of
cashless economy (or cashless banking). The implication of this is that not many people have the
understanding of the benefits the cashless system would accrue to entire Nigerian populace. Although,
many have argued that the technological infrastructures available for the implementation of the cashless
economy is still a matter of concern. This study attempts to examine the impact of integrating Technology
Acceptance Model (TAM) with Knowledge-based Trust (KBT) on the adoption and acceptance of cashless
economy among Nigerian populace. We designed a paper-based questionnaire to harvest people’s view
about their intention on the adoption of cashless economy in Nigeria as well as their readiness to accept
the policy. Consequent upon the impact of trust on the acceptability of the cashless economy, we formulated
some hypotheses which was analysed with the use of T-statistics. The results of the hypothesis testing
indicate that the integration of KBT with TAM has a significant relationship on intention towards the
adoption and acceptance of cashless economy in Nigeria.
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1. INTRODUCTION
The drive for an Information and Communication Technology (ICT) compliant in Nigerian
economy has given birth to reforms which are in line with the new paradigms in the global
financial system. Before this, Nigeria and indeed several African countries have lagged behind
and continue to conduct most businesses in heavy cash transactions [1]. The problematic trade by
barter system of payment has long given way to monetary transaction which in many developed
economy has also been replaced by cashless transaction powered by ICT. In fact, ICT powered
cashless transactions have become a striking feature of most modern economies while most Less
Developed Countries (LDCs) like Nigeria are on the transition from a pure cash driven economy
to cashless one [2].
The recent introduction and move to enforce Cashless Policy by the apex bank signify a policy
for paradigm shift in the economy, aimed at reducing the use of cash in business transactions in
Nigeria and establishing e-payments and e-commerce as the model for transaction. A cashless
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economy is an economy where spending of money is not dependent on the carriage of money
from one person to the other [3]. It is characterized by the electronic transactions via the use of
electronic enabled debit/credit cards as well as internet and mobile technology. As highlighted in
[3], the benefits of cashless policy implementation includes reduced cost of banking services
(plus cost of credit), improved financial inclusion through the provision of more efficient
transaction options with greater reach, reduced risk of cash-related crimes. Cashless economy has
also been linked to increased economic development [4].
Knowledge-based trust (KBT) is a trust belief of individual on how trustworthy an individual is
relative to others as a resolute to perceived competence, benevolence and integrity. Trust is a
multidimensional variable [5, 6] that is made of cognitive and affective components [7, 8]. A
number of researchers have suggested that trust directly affects intention [6, 9, 10]. Trust helps
reduce fears and enables people to live in risky and uncertain situations [11, 5]. The combination
of the specific trust beliefs of integrity, benevolence, and integrity increases the behavioural
intention through reducing risk among potential but inexperienced customers [12]. Many
researchers have suggested that Trust affects intentions indirectly. Some researchers [13, 6, 14]
have all suggested that trust impacts intention through positive attitude. This relationship draws
from the notion of ‘perceived consequences’.
The main objective of this work is to investigate the effect of integrating Technology Acceptance
Model (TAM) with Knowledge-based Trust (KBT) on the adoption and acceptance of cashless
economy among Nigerian populace with a view to developing a single theoretical framework.

2. C ASHLESS ECONOMY IN N IGERIA
In other to give a face-lift to the nation's economy so as to make it germane to the global financial
milieu, a reform to the financial sector was carried out by the Central Bank of Nigeria (CBN)
which was meant to cheering E-payments and E-commerce. Much as the CBN tried to evolve a
seamless system capable of installing a regime of stability in the monetary policy, the results have
created need for further reforms to meet the challenges of the times imposed on technocrats by
devastating contradictions in the socio-economic environment [15]. Therefore, the CBN had
recently engaged in series of reformations aimed at both making the Nigerian financial system
formidable and enhancing the overall performance of the country so that it can be placed on the
path that tune to the global trend [16]. Consequent upon this, the CBN proposed a new policy of
cashless economy. A cashless economy is an economy where physical cash circulating in the
economy is disallowed or minimised and replaced with electronic-based payment system such
that physical cash would no longer be printed for circulation by the Central Bank. Essentially, the
cardinal objective of the cashless policy is to actualize Nigeria’s vision 20:2020, engendering an
efficient payment system anchored on electronic-based transaction as it is a truism that an
efficient and modern payment system is a key enabler and a prerequisite for driving growth and
development. Essentially, the policy is premeditated to improve the efficacy of monetary policy
so as to control inflation in the economy [17].
In an attempt to migrate from a cash-based economy to a cashless economy, the CBN On April 1,
2012 implemented the first phase in Lagos which essentially was meant to discourage cash
transactions as much as possible. Although a deposit limits of N500,000.00 was set for
individuals and N3million for business-related bodies such that violation of these rules would
attract a stiff penalty [19]. As of today, some forms of cashless transaction are already taking
place in Nigeria by indigenous firms and have been inspired by enhancement in technology and
infrastructure [20].
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3. THEORETICAL F RAMEWORK
3.1. Technology Acceptance Model General
There have been several early researchers who proposed theories regarding technology and
computing behaviour that have withstood the tests of time, and remain useful today. Technology
Acceptance Model (TAM) has being widely used by a number of researchers and adjudged a
unique model of investigating user’s adoption of information systems [21, 22]. TAM is an
information systems theory that models how users come to accept and use a technology that will
encourage economic growth [23]. TAM model advocates that when a new technology is
presented to users, some factors sway their decision(s) about how and when they will use it.
Notably among these factors are: Perceived Usefulness (PU), Perceived Ease of Use (PEOU),
users' attitudes, intention and adoption behaviour [23]. Figure 1 depicts the TAM model.

Figure 1. Technology Acceptance Model

3.1.1. Perceived Usefulness (PU)
Perceived usefulness means the level of belief that a person using a particular system would
augment his or her job recital [24]. The value of perceived usefulness in the meadow of e-banking
has been widely acknowledged [23, 25]. According to [26], perceived usefulness refers to
consumers’ acuity about the outcome of the experience gained in using a system. This implies
that usefulness is a skewed chance that the submission of a new technology would improve the
way a user could complete a given assignment. Perceived usefulness could be defined as
individual discernment that the application of the new technology will boost the person’s
performance [27]. Similarly, [29] defined perceived usefulness as the degree to which a person
judge that a particular system will enhance his or her job performance. In the same way,
perceived usefulness is defined as consumer’s perception of functional proportions [30]. It was
reported in [28, 23] that user acceptance of computer systems is motivated to a large scope by
perceived usefulness.
3.1.2. Perceived Ease of Use (PEOU)
The extent to which an individual or group of individuals believes that using a particular system
would be free of shot is regarded as Perceived ease of use [31]. In TAM, perceived ease of use is
viewed as a prominent feature that impinges on the acceptance of information system [23].
According to [32], perceived ease of use corresponds to the measure to which an innovative
technology is seemed not to be thorny to learn, understand and manage. Therefore, he defined
PEOU as customer’s perceptions towards a new product. Similarly, [33] suppose that ease of use
means users’ view regarding the process leading to the final e-banking usage as new technology.
This indicates that ease of use refers to how easy it is to use the e-banking system [34].
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3.1.2. Knowledge-Based Trust (KBT)
Trust according to [35] is a social construct that is centred on universal relationships among group
of individuals. It is a complex and abstract concept and there is no consensus on its definition, on
how it is formed or on how it affects behaviour [36]. Hence, trust arises in situation of
vulnerability and involves the willingness to take risk [37]. Trust in the context of risk, facilitates
the living of people in an uncertain circumstances [11, 5]. According to [38], trust offers the
measure with which the complexity in a complex world could be reduced by reducing the
alternatives one could mull over in a specified situation. Similarly, trust can be regarded as a
brand of social construct that facilitates coordination and cooperation among people.
Knowledge-based trust (KBT) can be defined as the belief of an individual or group of
individuals on the trustworthiness of another people as a resolute on their veracity. KBT has been
established as a crucial ingredient for shaping user behaviour in a new system [39]. Moreover, the
integrated model of trust proposed by [5] argues that KBT involves deliberate cognitive
assessment of relevant trustee attributes. Three focal essentials of knowledge-based trust as
identified and validated by [5, 40] are: competence, benevolence and integrity. In the context of
cashless economy, competence belief refers to individual perceptions that banking system have
the ability, skills, and expertise to understand their needs in relation to manage personal finances,
benevolence belief refers to individual perceptions that banking sector cares about them and acts
in their interest, and integrity belief refers to individual perceptions that the banking sector
follows a set of principles (e.g., honesty and keeping promises) generally accepted by adopters
[41]. Trust as adjudged by [42], is a variable that is acceptable universally as a basis for human
interaction or exchange. Trust in most business dealings according to [43], is a prerequisite for
achieving success. Similarly, [44, 9] opined that for any business dealings especially those
containing an element of risk, including interacting with an e-vendor, trust is a vital requirement
for the acceptance of the technology. This perceived risk encompasses performance risk,
financial risk, and security risk [45].

3. C ONCEPTUAL MODEL AND HYPOTHESIS
In this work, TAM is being extended with KBT. This is achieved by introducing some other
constructs and subsequently measures their impact on the adoption and acceptance of cashless
economy in Nigeria. The extended TAM includes the external variables “Knowledge-Based
Trust” with perceived risk. To achieve this arduous task, a conceptual model was developed as
shown in Figure 2 as a search light for hypotheses formulation and its analysis. The arrows
linking constructs (latent variables) specify hypothesized relationships in the direction of arrows.
The arrows between constructs and indicators (observed variables) indicate measurement validity.
Perceived ease of use, perceived usefulness, perceived risk and KBT can be considered cognitive
constructs.
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Figure 2. The Proposed Conceptual Model

In other to examine the impact of KBT on the adoption of cashless economy, the following
hypotheses thus are proposed.
H1a: Perceived ease of use positively influences attitudes toward adopting cashless transactions.
H1b: Perceived ease of use positively influences behavioural intention to adopt cashless
transactions.
H1c: Perceived ease of use positively influences the perceived usefulness toward adopting cashless
transactions.
H2: Attitude positively influences the intention to adopt cashless transactions.
H3: Perceived usefulness positively influence attitude toward adopting cashless transactions.
H4: Perceived competence positively influence attitude toward adopting cashless transaction.
H5: Perceived benevolence positively influence the intention to adopt cashless transactions.
H6: Perceived integrity belief positively influence attitude toward adopting cashless economy.
H7a: Performance risk negatively influence the perceived usefulness of adopting cashless
economy.
H7b: Performance risk negatively influence attitudes toward adopting cashless transactions.
H8a: Financial risk negatively influences attitudes toward adopting cashless transactions.
H8b: Financial risk negatively influences intentions toward adopting cashless transactions.
H9a: Security/privacy risk negatively influences attitudes toward adopting cashless transactions.
H9b: Security/privacy risk negatively influences intentions to adopt cashless transactions.

4.1. Data Collection
For the purpose of data collection, we designed a paper-based questionnaire which was used as
the survey instrument. The questionnaire consists of two sections. The first section gathers
information about the respondent’s personal information like gender, age and educational
background (see table 1 for the demographic profile of the sample). The second section gathers
information about the respondent’s perception about cashless economy. The seven likert scale
was adopted for the statements of the second section of the questionnaire ranging from 1 – 7: 1
for strongly disagreed, 2 for disagreed, 3 for slightly disagreed, 4 for neutral, 5 for slightly agreed,
175

International Journal of Computer Science & Information Technology (IJCSIT) Vol 6, No 2, April 2014

6 for agreed and 7 for strongly agreed. Data was collected from customers in four states; Lagos
State, Ogun State, Adamawa State, and Kogi State as well as the Federal Capital Territory, Abuja.
A total number of 500 questionnaires were administered; 50 in Abuja, Adamawa and Kogi States,
100 copies in Ogun State and 250 in Lagos State. We ignored incomplete questionnaires and
considered 476 questionnaires that contained all the information, which represents 95.2% of the
total respondents.
Table 1. Demographic Profile of Sample.

5. R ESULTS, DISCUSSION AND C OMPARISON WITH PREVIOUS WORKS
5.1. Analysis of Model and Hypothesis Testing
The reliability of the model was measured with the use of composite reliability (α) for all the
constructs that was used (see table 2). There is an indication that the result obtained is consistent
with recommended cut-off level of 0.70 [46], since the constructs ranged between 0.70690 and
0.898901.
Table 2. Composite Reliability
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We further evaluated the hypothesised constructs with the use of T-statistics so as to
obtain the relationship between the constructs and their observed indicators as outlined in
Table 3.
Table 3: Hypotheses Testing Outputs with Path Coefficients

Figure 3 describes graphically the relationships between constructs and observed indicators of the
hypotheses testing showing the various paths and their levels of significances.

Figure 3. Parameter Estimates for the Hypothesized Model

177

International Journal of Computer Science & Information Technology (IJCSIT) Vol 6, No 2, April 2014

The overall result is consistent with the work of [47, 48] as it shows that behavioural intention
towards adopting operating cashless economy is predicted by Perceived ease of use (=0.260,
p<0.001), Attitude (=0.360, p<0.001), Financial risk (=0.213, p<0.001), and Security risk (=0.034, p<0.05). Perceived ease of use predicts attitude (=0.107, p<0.01), perceived usefulness
predicts attitude (=0.192, p<0.001), performance risk predicts attitude (=0.121, p<0.001), and
financial risk equally predicts attitude (=-0.081, p<0.01). Perceived ease of use predicts
perceived usefulness (=0.446, p<0.001) and as well as performance risk (=0.221, p<0.001). As
shown in figure 3, path coefficient indicates the predictions of the constructs in the direction of
the arrows which corroborate the various hypotheses.

6. C ONCLUSIONS
This study shows that recognizing both technological and trust-based issues play an important
role in users’ behavioural intention to adopt cashless transaction. The TAM constructs as
discussed in this work are regarded as the fundamental criterion required to determine the
behavioural intention to adopt cashless transaction. Other conciliators (such as attitude) equally
contributed their own influence on behavioural intention to adopt cashless transaction. This
implies that to effectively attract users to adopt cashless economy, attention needs to be paid to
those aspects. Trust also contributed some levels of significant influence on users’ attitude
towards accepting cashless economy. Since all the perceived risk constructs – security risk,
performance risk and financial risk – emerged as negative factors in the intention to adopt
cashless economy, then KBT (or simply put as trust) helps reduce fears and enables people to live
in risky and uncertain situations. The result of this research work presents a confirmation of the
appropriateness of the integration of TAM with Knowledge-based Trust for explaining individual
behaviour thereby provides support for the links added to represent the impact of knowledgebased trust and risk on attitude and behavioural intention in the adoption and acceptability of
cashless economy.
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