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ABSTRACT

This study sought to determine the factors affgceffective capacity in mobile money
transfer services. It involved a case of SafarimM-pesa service. The study also sought
to identify the challenges facing the company imagang transactions capacity and how
the capacity of the money transfer service canfieeterzely managed.

Primary data for this study was collected throgglestionnaires administered to
persons offering M-pesa services. Secondary dats obtained from the company
intranet and other company reports. The colleclath was sorted and organized for

analysis. Data collected was analyzed using desaistatistics.

The study found that effective capacity in the mptransfer service has not been
optimally managed in a way that would ensure effectapacity in the money transfer
industry. The study also found that the current &g capacity is constrained thereby
negatively affecting the quality of services. Capatas been affected by variables
among them the following: cash flow and liquidityanagement, technology, quality of
service, government regulation, cash in transit@phcity management. From the study
findings, it can be inferred that an effective aapamanagement will enhance the

quality of the money transfer service.

In this study, a large percentage of responde3%o] reported that the M-pesa
money transfer service faces challenges that aife@ffective capacity. A further 42%
of the respondents strongly agreed that systenyslelpresent the greatest challenge
facing the service. The results of the study shioat the current M-pesa capacity does
not fully meet the expectation of the customersisTmplies that better management of
the various factors affecting effective capacitylikely to improve the M-pesa money

transfer service.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study
Economic, technological and political factors aréew of the diverse external conditions that

can influence a company’s decisions to open, awgaodify its manufacturing facilities. These
factors change over time but especially so in @mirents of growing global competition, where
the development of a capacity and facilities sgts essential to any manufacturing enterprise
(Butler, 1990). In order to develop a capacity &amdlity strategy for a particular company, it is
first necessary to understand how each factor @fféneir strategic capacity management and
impacts market growth, product obsolescence, tdoggochanges and conflicts with the
environment. A lack of understanding of these issuan cause a disconnect between the

company’s capacity and business strategies (Skid9ég).

Effective capacity is an important concept in @pens strategy. Not all productive
capacity is actually used or usable. It is impdrfan production managers to understand what
capacity is actually achievable. Matching supplyd ademand in services by capacity
management has a direct influence on the abilityhef service delivery system to achieve
service quality and resource productivity targitsaddition to the chase and level strategies for
managing capacity in services suggested by Rikedt $asser (1980), a coping strategy for
capacity management is described which aims toaugthe overall delivery of service quality
while achieving resource productivity targets. @gpis necessary for all organizations at some
time (Abrahamson, 1996).

From the perspective of manufacturing strategyicieht capacity management is
concerned with capacity expansion and reductioorder to respond to long-term changes in
demand levels. Strategic capacity management engakas it has a significant impact on the
competitive performance dimensions of cost, dejivepeed, dependability and flexibility
(Olhageret al, 2001). It has been identified that the developm&nt connected facilities
strategy and the development of a production cépaie essential to any manufacturing
company that wants to reduce costs (Butler, 1990 capacity strategy and the business
strategy need to be connected to prevent unnegessastments to repair or replace assets

when a duplication of capacity exists (Skinner,9,%eeve, 2001).



Capacity management can refer to the overall foncof the business, or focus on
specific areas of the operation, such as the gqualitd performance of the information
technology efforts within the company. Capacity hes main dimensions which include:
guantity that deals with the how much factor, gyaiat talks of the requirements of a product
to meet the customer requirements, time factor whdeals with the when the capacity is

required and location that deals with the wherectacity is required (Panneerselvam, 2008).

A weak connection between strategic capacity mamagt and the business plan can
result in disconnecting the strategic and tactiphhses of a company’s plans. Capacity
management needs to be reviewed at the three ptalevels: the strategic, the tactical and the
operational (Silveet al, 1992). Studies have also indicated that compalée® ignored the
signals of the market demand by building capadityva the potential of the market. This causes
an excess of capacity and the duplication of owtheosts (Silva, 1994). Reeve (2001) has
noted that when the bottleneck is above the levelghest demand, a high level of control needs

to be exercised in order to avoid capacity duplcaand stop spending in capital funds.

In mobile money transfer services, capacity igsillated in sending or receiving money
for either payment of salaries, settlement of bessntransactions, payment of school fees, or for
family support for both businesses and individukéective capacity requires efficient, reliable
and affordable money transfer services whereby maa® be deposited in one location and
withdrawn in another in both urban and rural areésisuctural weaknesses in the financial
industry in Kenya, however, limit the access to mptransfer services, especially in rural areas
and for low-income people. This is because deaerconcentrated mainly in urban centers and
have conditions that constitute barriers to the o$etheir services. The cancellation of
telegraphic money transfer services previouslyreffeby the government through the Kenya
Postal Corporation has left fewer service optiansustomers. Money transfer services (MTS)
are offered by formal providers (e.g. commerciabldes or the Kenya Postal Corporation
(POSTA), by semi-formal providers (e.g. couriebos companies), and by informal services or
means (e.g. by bus conductors or friends).



Generally, commercial dealers are the major playemoney transfer business in Kenya,
servicing mainly large users and, to a smallerr@xiew-income users. Among the commercial
bank instruments, telegraphic transfers, electréumcls transfers and bank drafts are typically
used for large value transfers, as they offer tteapest service for the transfer of large amounts.
In addition, bank cheques are the preferred arehattquired means of payment for school fees.
Western Union and similar services in Kenya, madstwhich operate through commercial
dealers, are wused almost exclusively to receive ewonrather than to send
(www.dai.com/pdf/Passing the Buck).

Mobile phone subscribers in Kenya increased ton2on between July and September
last year (2010) up from 20.1 million in June 201his represented a growth of 9.5 percent, the
highest over the last three quarters, and a telsiyeto 56.9 percent. According to the CCK
Quarterly Sector Statistics Report (July- Septen®@t0/2011), the growth is attributed to
promotions and lower tariffs. During the quartere-paid and post-paid mobile tariffs went
down by 33.4% and 55.5% respectively, followingiaterconnection determination by CCK
that saw mobile termination rates reduced to KsB& fom Kshs 4.42. A total of 6.63 billion
minutes of local calls were made on the mobile pet®& up from 6.06 billion in the previous

guarter, posting an increase of 9.6% (Communicat@ommission of Kenya, 2011)

To address the challenges that were faced by dheerediscussed modes of money
transfer, a more innovative and even faster waysaiding money via mobile phone was
launched in Kenya where mobile transaction paymsysdtem, based on a system of low-value
accounts held by a mobile operator and accesgibhe & subscribers’ mobile phones through a
SIM card-resident application. The conversion dhcanto electronic value (and vice versa) is
performed at a network of retail stores. Mobile myprransfer has highly substituted earlier
money transfer services and so far has proved amledficient and effective way of transferring
money both locally and internationally. We haverfawin players in the mobile phone money
transfer. These are: Safaricom with M-pesa, Bl#grtel with Zap, Essar Telecom with YUcash
and Orange with IKO pesa. All these offer monewydfar services but with different number of

subscribers registered and using their serviceentlyr (Peake, 2006).



With the increase in mobile money transfer sewvicagpacity, our understanding has been
refined over the past years; the industry has gélgearrived at consensus on the “what” and the
“why” of mobile money. Now the industry has inteffesil its focus on the “how” to approach
common constraints in order to fully capture theapunities. Despite progress over the last
year, there is an acknowledgement that there greostfew successes at scale. Much remains to
be done to reach critical mass in money transferices, the point at which an industry has
gained sufficient penetration for momentum to bk-sgstaining. In the mobile money space,
this will require both more customers and moreda&tions per customer. Reaching critical mass
will require mobile money ecosystems to become nagreamic and productive. Mobile money
ecosystems are the networks of organizations atigiduals that must be in place for mobile
money services to take root, proliferate, and scape and will be characterized by
interdependence and coordination among any numbeactors such as: Mobile Network
Operators (MNOSs), dealers, airtime sales agentwilees, utility companies, employers,
regulators, International financial institutionsdadonors, and even civil society organizations
(Andriessen 2004).

More than 4 billion people around the world arevoobile phone users, 61 percent of
all potential subscribers and most of the existswpscribers are becoming increasingly
comfortable with a wide range of functionality tleatch phones enable. One such capability is
mobile banking and mobile money management usinghile device to complete a variety of
transactions or to have an interactive relationghipeal time with a financial institution. It's a
compelling value proposition to buy movie tickgtay for a store purchase, check your account
balance, and send money to a relative and much @briegom your mobile phone. Mobile
money management is key to high performance faninal institutions and mobile network
operators alike. A managed-services approach talenbbancial services can be a significant
differentiator in serving customers quickly andi@éintly, and in protecting an institution from

rapid and complex technology change (Ansoff, 1965).

M-pesa, a key mobile money transfer widely useals Yaunched in Kenya on March 6,
2007 by Safaricom in partnership with Vodafone. d&ghapon its success in Kenya, M-pesa has

now gone global. Innovation in the Kenyan mobileneypscene has progressed so fast that it is a



long while since March 2007 when Vodafone, the disrlleading mobile services provider

which owns 40 per cent of Safaricom chose to woitk \8afaricom. It has now become the

most preferred medium of personal cash transfevarwafaricom.co.Ke The service enables
subscribers to use their mobile phones to carryt@rsactions such as pay for goods and
services, pay bills, send to and receive money fidends and family, withdraw cash for their
use, top up their own airtime account or top up some else's account and manage their own
accounts “M-pesa has served as a testing groundnfarile money transfer systems and
processes and the eyes of much of the world hame twe it. The success of M-pesa has acted as
a starter’s pistol for a race to gain the upperdhianmobile money transfers throughout Africa,
with at least half a dozen contenders already énwiings,” said Arthur Glodstuck, an industry
analyst in an interview, (Business Daily, 2010).hneTM-pesa facility depends on efficient
interaction of cash flow and liquidity managemerdlue and volume of transfers, Quality of
service, Network of outlets, Technology, Governmeagulation, Cash-in-transit, IT Platform

and interoperability affects affective capacity ([@&cantos, 2009).

1.2 Statement of the Problem
Capacity in any organization that is not effectaféects its operations and productivity, aside

from inconveniencing a number of other parties. 8ahthese parties include: staff and the
agents working for that organization and customérs expect nothing less than efficiency and
reliability who become disappointed. This may l¢éadioss of faith and loyalty to the service or
product provider. Mobile money and microfinance lggnd in hand for a number of reasons:
mobile money increases the efficiency, transpareranyd security of microfinance; and
microfinance lowers the customer acquisition cost mcreases the average revenue per user of
mobile money. Nevertheless, everything hinges len dapacity of the mobile money agent

network to serve its customers.

Customers and management of Safaricom Ltd relthenM-pesa facility to deliver on
numerous activities. The challenges of providingoiteomoney transfers on such a service are
equally daunting for the mobile service providéise financial system of Kenya has developed
over a period of time with strict discipline andyuéatory control. Even during the worst of the
financial crisis, the country’s financial systenokono or little beating, basically because of

strong discipline and monitoring.



A number of critical issues and risks that haveerbeeviewed include: liquidity
management, settlement risks, the reliability ef slgstem, the registration of users, system audit
trail, anti-money laundering measures and consymmaection issues that could compromise the
safety, efficiency, integrity and effectiveness tbé M-Pesa system. These risks have been
mitigated through a number of measures which thatr@eBank and the Communications

Commission of Kenya (CCK) helps in monitoring regty.

Agent liquidity is one of the most fundamental lidr@ages mobile money providers face.
In order to be effective, mobile money agents havbhave a fine-tuned understanding of their
market, including an ability to predict when custamwill come and what types and volumes of
transactions they will want to perform. This alrgadifficult task is made all the more
challenging when microfinance loan customers etiter equation, which is one reason why
microfinance institutions (MFIs) and mobile monesoyiders need to both understand one
another and maintain clear, frequent communicatiarney, 1995). Like any mobile money
customer, loan customers need to both cash-in asidt@ut. Unlike other customers, however,
they receive one large payment upfront and thed &equent, smaller payments over the course
of their loan lifecycle. To serve these customearsbile money agents need to have sufficient
cash to cash-out at the time of loan disbursemesiiglly several hundred dollars per loan
customer) and sufficient e-float to cash-in througthe repayment period.

System delays on M-pesa services are a commdnepncaffecting the effectiveness of
mobile money transfers. This forces consumers &it Vonger to be able to operate their
accounts. Lack of enough float by agents in variouitets, few agents in rural areas which can
be termed as low staffing, mainly caused by lovelewf economic activities in those areas, the
ceiling on the maximum account balance (currentiynding at Kenya shillings,100000 and a

maximum transfer per day of Kenya shillings 14008& the major challenges facing the M-

pesa service, www.mpesa.co.ke



Limited access to formal finance and bankingiiagbns in Kenya has decreased the
sustainability of mobile money transactions and ddae affected the reliance on self-supporting
and informal institutional arrangements. Some oé¢ tinansactions are too restrictive or
cumbersome because of taxation systems and Kersfaor llaws. Excessive government
regulations in some areas such as business stant-yarticular as regards cumbersome, time
demanding and costly procedures for business ratist are a challenge to the M-pesa agents
country wide. Limited access to employers” orgaiona affects the ability of M-pesa agents to
obtain access to official social security scheméhiw the mobile money industry. Lack of
information on prices and viability of products bgme consumers is also a challenge to the
usage of the facility. Excessive registration anghgaction costs of starting or operating
businesses and also limited access to technologghisumers have all posed great challenges to
the mobile money industry.

It is with this argument therefore that the stushyught to specifically address the
challenges of M-pesa capacity effectiveness tratdsin the way of maximizing revenue and
ensuring customer satisfaction. The study alsoglsiodo provide current and up to date
information on how the M-pesa service manages #gacity in terms of the number of
transactions initiated and completed, how fast dwahsactions are processed and completed
upon attempt, liquidity management, and qualitg@fvice. The study also sought to understand
if agents and other personnel are able to obtdiabie product information and are able to
utilize efficient technology to aid timely and acate communication as described by (Chandler,
1990).

This study therefore sought to look at the chaésnfacing organizations in managing
effective capacity of the mobile money transfersvises, what the factors affecting effective
capacity in mobile money transfer services are lam these challenges can be addressed to

effectively handle steadily increasing customelebas



1.3 Objectives of the Study
The general objective of this project study wasotik at the ways in which the M-pesa money

transfer service can be improved to effectively aggnits capacity.
The specific objectives were:
I.  To establish the challenges affecting mobile manaysfer ;
ii.  To identify the challenges facing the organizatmmanaging transactions capacity; and,
iii. To determine how the M-pesa money transfer sergare be managed to effectively

manage its capacity.

1.4 Significance of the Study
The research findings are expected to be usefdrganizations that provide mobile money

transfer services, specifically the management &mgl players in the M-pesa product
development and operation departments who wouldimbhformation to help them improve
their services. The study is also important to hesses who utilize mobile money transfer
services. The information from this study will hpghem manage their growing customer base,

improve services, and efficiently handle capacity.

The findings will also provide new knowledge amtkas in capacity management to
upcoming scholars. As such, the study contribtwethe body of knowledge in the field of
capacity management in the new and cutting-eddentdagies of mobile money transfers. The
study findings will also be useful to all the gawerental agencies involved in the field of mobile
telephony and mobile money transfers in providingent information which may be used to

improve policy governing this industry.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
Since its inception in 2007, M-Pesa has rapidlyetlgved to become one of the most dynamic

innovations for delivery of financial services ugimodern Information and Communications
Technology (ICT). This innovation makes Kenya alddeader in the use of mobile phones to
transfer money. To appreciate its rapid growth apyarity, it is important to note that the
number of registered Kenyan using the M-Pesa semagularly has grown rapidly to reach

close to 8 million persons in the year 2010.

However, the adoption and growth of M-Pesa sesvitas not only continued to draw
public attention but has also generated a lot dlatke as to the safety and reliability of these
kinds of payments and transfer systems and whagakiernment is doing about it. Among the
guestions in the minds of many Kenyans are: Hovs dioe M-Pesa money transfer service really
operate and is it safe and reliable? What are dhtoifs affecting effective capacity in mobile
phone money transfers in Kenya and what shouldefalated to overcome this. It is for this
reason that it became necessary for the governtoenidit the M-Pesa system in order to clear
doubts from the minds of customers regarding tistesy's safety and reliability. The audit has
also provided information about the effectivenessl @oundness of the M-pesa operating

platform and also of other similar services cuillseaperating in the Kenyan market.

2.2 Mobile Phone Usage Background in Africa
In 2004, Africa added almost 15 million new molplgone subscribers, an equivalent of the total

number of fixed and mobile telephone subscriberghm continent in 1996. Some analysts
predict that there will be close to 200 million niebsubscribers in Africa by 2010

(http://moconews.net/article). By comparison thacke of the retail banking system in most
African countries is very low (Porteous, 2006).KHenya, as of Aug 24, 2010 mobile phone
penetration was up to the 51 percent mark in tts¢ Guarter of 2010 with mobile subscriptions
up 2.7 percent to 19.9 million from 19.4 milliontime previous quarter. The regulator attributes

the increase in the number of mobile subscriptimnsultiple SIM ownership and increased



number of service providers offering attractiverpations. Out of the 19.9 million mobile phone
subscribers in Kenya, Safaricom commands 15.79iamilsubscribers (Safaricom Annual
Report, 2010).

According to this Annual Report, M-pesa has cargohto experience high growth rates
over the years. This growth has been realized giroexpansion of the agent network and
increased usage of M-pesa by subscribers. The lel-pabscriber base has grown from 5.8
million in 2009 to 9.5 million in 2010 which is &percent growth rate adding 3.3 million new
subscribers in the period. According to the indusstatistics from the Communications
Commission of Kenya (CCK), at the end of March 20th@ population under mobile coverage

stood at 86 percent (www.cck.com).

2.3 Money Transfer
Money Transfer Services refer to services in wimamey or funds can be transferred from one

location to another with the help of several methddlarge number of reputed companies offer
a variety of money transfer services to customérs methods are quick, dependable, and easy
to process, with money being sent or received & che world without any difficulties. The
sending of payments or purchasing money ordertses égone through this service. Nowadays,
the Internet has also become a highly popular naetbo transferring money and has services
that are quick, affordable, and safe in comparismrother conventional methods, (Porteous
2006).

The operations of money transfer companies argedaout with the help of the extensive
network of their agents. Usually, services can heegorized into Online Money Transfer
Services, where money or funds are transferred theeinternet with the help of a credit or debit
card, and Walk in Money Transfer Services. The migjof transfers occur with the help of this
second method. Under the Walk in Money Transfeshda received from the customer by a
clerk and the payment is ready for collection atgaent location, suitable for the receiver. This
is all done within a short span of time. A largenier of agent locations recognize debit cards

for this type of transactions (Financial Mirror,1%).

We also have Telephonic Money Transfer Servicaystem through which funds can be

sent telephonically by utilizing a debit card oedit card. At the Payout Services, receivers are
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able to collect funds within a short period of tiater the sender has completed the transaction.
Other systems include: Money Orders (which is eeddpble payment option for people who do
not have a checking account, useful for bill payteemd various purchases), Prepaid Cards and
Services (where a number of prepaid cards suchasseCard or Visa are used as ATM cards or
for online shopping purposes wherever the cardsaekeowledged), Mobile Money Transfer
Services (a system through which funds are traresfefrom one person to another by using

mobile phone numbers).

Kenya currently has four key players in the molileney transfer services. These are
provided by the various network providers for theespective mobile phone services. The
leading money transfer services companies inclinde following: Safaricom with M-pesa,
BhartiAirtel with Zap, Essar Telecom with YU CashdaOrange with IKO pesa. Others are:
Western Union Money Transfer, Kobo Money Transfervig#es, MoneyGram International,

Epay, and PayPal eMoneyTran (Business Daily, 2011).

2.4 History of the Mobile Phone Money Transfer

According to Kerama (2003), a few years back, tlobire phone was a luxury and only the very
rich could afford one. This has changed with timd aght now everyone has a cell phone which
can do more than just make a call or send a tessage. One of the most functional services
that the mobile phone has been offering customersnoney transfer services. In Africa,
especially Kenya, many people who had been lockeaiothe banking system due to the many
requirements that were needed, have been ablarsairt on their mobile phones with a lot of
ease. Through the mobile phone, people can buyitatk pay their utility bills, transfer funds to
their business partners or suppliers, access llaeik details as well as receive payments from
various parties. The transactions are flexible mas can initiate them at the comfort of their
homes as long as they have some funds in theiuatcimternational barriers to transacting have
also been reduced through international mobile marasfer services (Kerama, 2003)).

2.5 Earlier Modes of Money Transfer in Kenya
Before M-pesa became into being in the year 20@atetwere other modes of money transfer

including money order from post office, hand deljyebus, someone else’s account and

11



international money transfer services like Westénion. The figure below illustrates the figures
and facts before the coming into being of the Mapservice:

Figure 2.1: Earlier Modes of Money Transfer

By cheque, 4% someone else
account, 3%

money transfer
service, 9%

Direct deposit,
11%

Post office

money order,
2424

Source: Financial Aaccess Report, 2006

As indicated in figure 2.1 above, more than hé&lKkenyans (58%) transferred money by
hand, followed by 27% who transferred by bus, 24&hdferred by post office money order,
11% by direct deposit, 9% by money transfer serwekile a small percentage ( 4%) used
cheque. The rest (3%) sent someone to delivemtheey to the intended recipient.

2.6.1 Cash flow and Liquidity Management
Liquidity management is a significant concern ie tielecom operated mobile money model.

When customers are unable to make transactionsodagents’ lack of liquidity, the service is
less useful and this can lead to a deterioratiorirugt and reliability in the entire system.
(Creswell, 2003),.0ne reason cited for the use udfeb and courier companies to transport
money even when they did not operate as moneyféraosmpanies was a lack of capacity on
the other modes of transfer to manage cash. Tagetith pay-in and pay-out points as
necessary infrastructure to effective money transiming for money transfers are must be be
balanced for a particular service location, andigeht floats and cash at hand are essential to
provide an efficient and reliable service.

12



2.6.2 Quality of Service
Safaricom provides two forms of agent training. Tingt is the initial training session when a

new agent is brought on board. This session igpttdand covers all aspects of the operation of
the platform and the requirements for AML and KY@mnpliance. The team that manages M-
pesa has a dedicated department to provide cumaning materials and to facilitate training
sessions. The second form of training happensari¢gihd and is provided by an external agency
that has been hired by Safaricom to travel arotedcountry and provide refresher sessions for

master and retail agents.

Master agency head office and retail agents areiged with different training material
that are specific to the role they are requiredllitoHead office staff is required to attend a one
day training program at the Safaricom offices. Trening emphasizes the need for a high
guality of service that meets customer requiremérltie client is trained on the need to provide
the service with high quality and understanding emdheet a certain minimum set of staffing
requirements in order to ensure a uniform leveterivice across the board (Krogh et al. 1999).
The distribution network consists of authorizedragevho will perform client-facing functions
such as handling of cash and management of docamehte most successful providers of
money transfer services are those with relativelsgé national and regional networks of
branches or outlets which are already in placettieir core businesses. The money transfer
service is an add-on product which benefits froma tietwork at marginal additional cost and is
an expensive venture for organizations in tryingnétwork further to reach customers (Porter,
1980),

2.6.3 Technology
Efficient and reliable communications and compugstems, including MIS, are essential in

operating a money transfer service. This in padabee speed and reliability are key product
features for entering the market. Information textbgy can provide a competitive advantage
particularly in the area of operations managemedpecific IT applications have been seen in
forecasting, procurement, supply chain managenaaitdistribution, as well as in managing the
complex transactions upon which the mobile moneydier platform operates. However,

technology also has its limitations. Beckman anoksd®field (2008) have identified the
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challenges of implementing large-scale system obsngnd the rigidity that IT can create for

business processes.

2.6.4 Government Regulation
Financial operations in many countries are subjectegulation by the government and the

central bank. A regulatory audit must be perfornmedrder to establish the suitability in Kenya
with regard to money transfers, holding depositd exchanging monies. The outcome of this

audit will affect the business model and profitapibf the service.

2.6.5 Cash-in-transit
In order to ensure sufficient cash availabilityagent end points, cash will need to be transferred

to these locations. If an MNO decides to partnehaibank and use full-service model then the
bank will provide also cash transfers at wholesalel (Valdecantos, 2009).The platform that
manages the client accounts, transaction loggimgsattlement may or may not be part of the
existing IN platform of the operator.

2.7 Capacity Management
Capacity management involves planning, sizing,@rdrolling the new system so that it always

meets the minimum performance expectations in th& &ervice Level Agreement). But a
capacity management strategy cannot be designeeebthese SLA levels at any cost. The cost
associated with meeting these performance leveds &las to meet the business’s cost
expectations. For example, although the organizatian meet performance expectations by
installing a new system with clustered, hot standbgers for each major function, the cost
associated with buying the additional hardware soffware licenses to support this level of
redundancy may be considerably more than the esgebtisiness benefit of the system.
Managing capacity effectively means that as thdesysgrows, you're able to add users or
transactions without adversely affecting the emgstisers. For example, if the new system is an
ATM withdrawal system via M-pesa, one will needutederstand in advance: How many users
can run effectively on each server housing M-pesash database, how heavily they will use the
system and how much space is allowed or will baiired for transaction message storage
(Business Daily, 2011).

14



2.8 The Safaricom M-pesa Mobile Transfer Services
Mobile payments have had an incredible uptake inyldebecause they allow both the banked

and the unbanked to transfer money more convegjamtbre safely, and at a much lower cost
than through formal banking services or other motrapsfer methods. In Kenya, M-pesa,
launched on March 6, 2007, is the dominant m-paymegstem. It has experienced phenomenal
growth since then, greatly exceeding expectatibhpesa’s initial goal was to acquire 200,000—
250,000 subscribers in the first year. Insteadglitieved that goal in just four months. In fact, M-
pesa attained 10 times the original goal in one,yegistering 2 million customers. Today the
more than 7,000 M-pesa agents serving a countB@ ahillion Kenyans and customer base of 6
million far exceeds the 887 bank branches and 1&&®matic teller machines (ATMSs) in

Kenya. As of the end of February 2009, the montfalipye of person-to-person money transfers
was KES 14.5 billion (USD 190.3 million), with tleemulative value of these money transfers
since M-pesa’s launch reaching KES 118 billion (USDB billion). Person to person transfers
continued to be the main transactions and wereedaht KES 28.59 billion, an increase of

66.4%, (Safaricom Annual Report, 2010). Kenya'’s d&gis now being considered for a number

of countries across the globe (www.safaricom.co.ke)

2.9 Comparing M-pesa with Alternatives

M-pesa is very useful as a retail payments platfbeoause of its reach into large segments of
the population. Over the years M-pesa has provedbetoa faster, more secure and more
convenient way of sending money. Below are illugires on how M-pesa compares with other

modes of money transfer.
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Figure 2.2: Comparing M-Pesa with other modes of Moey Transfer

Less
Slower . B76 Bank branches
204 convenient 1,025 Post Office branches
A% 1424 ATMs
6,104 M-PESA agents

More
expensive
4%

Less safe
2%

Source: Financial Sector Deepening Kenya, 2008.
The above figure rates M-Pesa at different perg@mstaas compared to other modes of money
transfer. These are: convenience (96%), safety Y9886t (96%), and speed (98%).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
A research methodology guides the researcher laatimlg, analyzing and interpreting observed

facts (Bless and Achola, 1988). There are sevesgarch designs ranging from exploratory
studies to descriptive studies. Within these desigirere are strategies that can be applied such
as survey and case study. Descriptive researchageran accurate profile of persons; events or
situations surveys allow the collection of largeocaimt of data from a sizeable population in
highly economical way. It allows one to collect qgtimtive data which can be analyzed
guantitatively using descriptive and inferentiatistics (Barbie, 1995). Surveys are concerned

with describing recording, analyzing and interprgtconditions that either exist or existed.

In the research methodology the following aspet&cquiring and presenting data are to
be considered; research design, target populasamplings and sample procedure; piloting,
research instruments, validity and reliability akiruments; data collection, data analysis and

presentation technique.

3.2 Research Design
According to McMillan and Schumacher (2001), a aesk design is a plan for selecting

subjects, research sites and data collection puvesdto answer the research questions. A
research design is the arrangement of conditionsdibection and analysis of data in a manner
that aims to combine relevance to the researchogerpvith economy in procedure (Seltiz,
1963). It is the conceptual structure within whieBearch is conducted and it also constitutes the
blueprint for the collection of data and analysistlee collected data. Consideration of these
procedures assist the investigator in answeringréisearch questions formulated (M’Mwari,
1999).

The design shows which individuals were studiwbden and where and under which
circumstances they were being studied. More eguabearch design refers to the way the study
is designed, that is, the method used to carryaaeisearch. It is important to highlight the two

main methods when investigating and collecting di@ntitative and qualitative. A quantitative
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approach is strongly linked to deductive testing tbéories through hypotheses, while a
gualitative approach to research generally is comek with inductive testing (Saundests al,

2003). The main focus of this study was quantieatidowever some qualitative approach was
used in order to gain a better understanding ancnable a better and more insightful

interpretation of the results from the quantitaedy.

This research was conducted as a case study afi@ah M-pesa product development
and operations department. The findings of thigystare expected to form a useful background
for planning a major investigation on the challehdgacing M-pesa transaction capacity
management. The findings of the study will alsorf@ basis for conducting further investigation
into other services relating to the M-pesa monagdfer service. Assessing the factors affecting
effective capacity management in the M-pesa systdimequire the use of qualitative methods
(Creswell, 2003).

3.3 Population
According to Kothari (2004), a population is a wadifined or set of people, services, elements,

and events, group of things or households thabeirey investigated. This definition ensures that
population of interest is homogeneous. And by paipah the researcher means complete census
of the sampling frames. Population studies are e#dled census and are more representative

because everyone is included (Mugenda and Mugd@8).

The sample of the study comprised 200 individwdis perform M-pesa transaction on a
day to day basis; 20 system engineers, 40 systens,u40 operators and 100 customers. The
study focused on the section and particularly the tategories that are involved in the M-pesa
money transfer service either as system users,atmpsy customers, or engineers and also

managerial level staff. The table below shows #edion from the population of interest:
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Table 3.1: Target Population

Category of Population Population frequency Peraget (%)
System engineers 20 10
System users 40 20
Operators 40 20
Consumers 100 50
Total 200 100

Source: Research data, 2011

3.4 Sampling Techniques and Sample Size

A research sample can be defined as the peoplewthally participate in a study, (KAC, 2002).

Sampling is the process of selecting a number dividuals for a study in such a way that the
individuals selected represented the large groom fwhich they were selected. This is done to
secure a representative group which will enable résearcher to gain information about a
population. From the above population of two huddeesample of 50% from within each group
in proportions that each group bear to the poputais a whole was selected using stratified
random sample. From the stratified sample, thectieh of respondents to the actual sample

was as per the following table:

Table 3.2: Sampling Techniques and Sample Size

Category Population frequency (N) Sample Rat|o Jaurtm)
System engineers 20 0.5 10
System users 40 0.5 20
Operators 40 0.5 20
Consumers 100 0.5 50
Total 200 0.5 100

Source: Research data, 2011
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3.5 Data Collection Techniques
The researcher visited the Safaricom premises nuraster questionnaires and interviews. The

respondents filled the questionnaires while theassher conducted the interviews using the
interviewee guides. The researcher explained tmpose of the instrument to the respondents
before the actual data collection. The questiomsawere collected after two weeks by which
time the respondents had all enough time to comphet instruments.

The interviews with the engineers and system usetisoperators allowed the researcher
to have a better exposure of their perspectived, thair deeper thoughts about the capacity
challenges. This less structured approach allowes ihterviews to be much more like
conversations and permitted the obtaining of infmron which would not otherwise have been

obtained. This is in line with the findings of Maall and Rossman (1997).

3.6 Data Analysis

Data collected was analyzed through use of frequéaltles, percentages, and means. It was
then presented in form of tables which is a stashelaay that enables easy understanding. Both
gualitative and quantitative analysis was done.t@unanalysis was also done for the thematic
areas under investigation. Bryman and Bell (20G8)ehdescribed data analysis as a technique
used to make inferences from data collected by meain a systematic and objective
identification of specific characteristics.
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CHAPTER FOUR: DATA ANALYSIS, FINDINGS AND DISCUSSIO N

4.1 Response Rate
The response rate for the questionnaire from thegoaies was substantially high. Out of 175

guestionnaire sent to the respondents, 118 questires were returned for analysis which
included a gender stratification of 98 male ande8fiale making the response rate of 66%. This
high response rate indicates that the sample vpassentative of respondents involved in the M-

pesa money transfer service.

4.2 M-pesa Challenges

The study inquired into the challenges respondfaasd with while using the M-pesa service.
They cited delays, failure of the system, and lackfficient customer support and high charges
of use. Respondents reported that they turnedet&tistomer Care department to seek help for
these challenges. Others reported that they dedaéarn to alternative outlets, such as ATM

withdrawals.

Figure 4.1 Frequency of Experiencing Delays

Daily
189%

Monthly
44%

Weekly
38%

Source: Research data, 2011

Nearly half of the respondents (44%) reported thay experienced delays on a monthly
basis while 38 percent reported that they expee@rdelays on a weekly basis. A further 18
percent reported experiencing delays on a dailisbdbe delays experienced imply that the M-
pesa service is not effective or efficient. Becknamd Rosenfield (2008) have observed hat a
company’s capacity strategy must be developedarctmtext of the business strategy it intends

to support, meeting the cost, quality, availabjliyyd environmental performance goals. One
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way to achieve the operational goals of performasde develop flexibility capabilities. They
identify some of the flexibility capabilities than organization can create. These include:

volume flexibility, and product or service mix fiexity.

Most respondents reported that they contacted @hestomer Care department
immediately they experienced delays. They repotihead the duration of solving the problem
usually ranged from just a few hours to a maximdrore day. This wide range of responding
to customer requests implies that the human resswaspects of the M-pesa service do not have
adequate competence to handle the requests. tlitershows that human resources capacity is
an important aspect of overall product or serviggacity. This calls for training of the available
resources. Slack and Lewis (2008) have statedt¢ishhology decisions (such as the M-pesa
service) have human resource implications. Thesgonle that a company must evaluate whether
it has adequate technical or human skills requteedmplement the technology for service
provision. Every process technology will need a eétskills to be present within the
organization, so that it can be successfully imgetad. If new technology is very similar to
that existing in the organization, it is likely tithe necessary skills will already be present. If
however, the technology is completely novel, imésessary to identify the required skills and to

match these against those existing in the orgaaizébid.).

4.3 System Users
M-PESA is useful as a retail payment platform beeait has extensive reach into large

segments of the population. The next chart shoessire of various retail channels in Kenya.
From this chart, there are nearly five times thenber of M-PESA outlets compared to the
Postbank branches, post offices, bank branchesaatwiated teller machines (ATMSs) in the
country. This wide network implies that using eixigtretail stores as M-PESA cash-in/cash-out
outlets would reduce the deployment costs and geogreater convenience and lower cost of

access to users.
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Figure 4.2 Outlets offering financial services in knya
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Source: Financial Sector Deepening Kenya, 2008

4.3 Role as an M-pesa system user
The growth of M-pesa is an indication of Safaricenvision and execution of capacity.

However, Safaricom has also benefited from laurghie service in a country which contained
several enabling conditions for a successful mahiteney deployment, including: strong latent
demand for domestic remittances, poor quality oéilable financial services, a banking
regulator which permitted Safaricom to experimenthwdifferent business models and
distribution channels, and a mobile communicationarket characterized by Safaricom’s

dominant market position and low commissions otinag sales.
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Figure 4.3 Role as an M-pesa system user
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Most of the M-pesa system users surveyed wereta§@d%) while operators comprised
14% of the sample size. Early market buzz can ptdmoth customers and stores to sign up
sooner and to try it out for longer than they wootlerwise consider. The mobile money model
requires coverage: being able to use it anytimesrexrer one happens to be, and to send money
to anyone, anywhere. Proximity and ubiquity are dis¥uptive innovations that allow mobile
money to penetrate to new payments market whickurim require that there is a coordinated

roll-out across the entire country.

These three features of the mobile money busineasjely: volume, speed, and
coverage, together suggest that the business meddk to be highly scalable. Momentum will
build up as customers start to bring other custenm@o the system simply by sending them
money (inducing them to come into the shop andstegi agents will start seeking to sign up
and add new tills and generally the system can greny fast for at least some period, creating a

‘viral effect’.

The Kenyan market presented a large enough oppityittand Safaricom went about
exploiting it in a sufficiently scalable fashiom fact, the growth of M-Pesa has surprised even
Safaricom from the beginning and the service hagimoeed to grow at a strong pace even as

more than half of Safaricom subscribers have ajrsgghed up for the service.
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The next table shows the percentage of respondgpdsting that the M-pesa service faces
challenges and the percentage reporting that sydtdays are the greatest challenge currently

facing the service.

Table 4.1:Challenges facing M-pesa service

View reported Strongly Agree(%) Disagree(%) Strongly
agree(%) disagree(%)

M-pesa faces 80 12 8

challenges

System delays are 42 38 18 2

the greatest

challenge

Source:Research data, 2011

Although many respondents reported that technoledyto quicker and more efficient
modes of money transfers and that the availabdityM-pesa services led to easy access to
money, they agreed that the M-pesa service faceardoer of challenges. Results from table 4.1
show that most respondents (80%) strongly agreat Mipesa faced many challenges. In
addition, a further 42 % strongly agreed that Mgpegstem delays are the greatest challenge
facing the service. Respondents were also askezptot what they used the M-pesa service for.

However, The following figure shows the responseived:
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Figure 4.4 The Uses of M-PESA
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From figure 4.4, 28% of the respondents used M-pes@&ceive money, a quarter (or
25%) used the service to send the money, while 14%6d M-pesa to store money and buy
airtime for their own lines. Another 8 % reportesing the system to buy airtime for other
people, 7% used the service for emergency transfieile the rest used the service for payment
of bills. In view of the large number of these saations, it is clear that the capacity of the
system needs to be effectively managed.

Figure 4.5 Experience Challenge with Float Availabity

No 40

Yes 60

0] 10 20 30 40 50 60

Source: Research data, 2011
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The researcher sought to find out from the custoraspondents if they experienced
challenges with float availability at the agentletut The findings from the study showed that a
majority of the respondents (60%) experienced ehgks with float availability while 40% did
not experience these challenges. This informasoshown in figure 4.5 above. This was not
surprising because literature reviewed by the rekea showed that float availability was a

major challenge.

Figure 4.6 Frequency of Experiencing Challenges witFloat Availability
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Source: Research data, 2011

The researcher sought to find out how often thatflenavailability was experienced.
From figure 4.6, nearly half of respondents (44%parted that they experienced float
unavailability very often, 30% often while the paovpon of respondents reporting “rarely” and
“never” was 18% and 8% respectively. Further, aomityj of respondents agreed that they faced

challenges in maintaining liquidity for M-pesa.
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Table 4.2 Obstacles Experienced In Storage Of Cagind E-Float To Satisfy Customers

Nature of obstacle Frequency Percentage
Employee misconduct 2 10
Physical security 4 20
Working capital 10 50
Travel cost and time 4 20
Total 20 100

Source: Research data, 2011

Results from table 4.2 show that half of the resieots (50%) faced working capital
obstacles in keeping enough cash and e-float od barsatisfy customers. Further, 20% of
respondents reported that they faced challenggshydical security and travel cost and time.
Respondents also agreed that they experiencedt cigldiwhile dealing with M-pesa agents’

prepaid service through their systems.

4.4 System Maintenance done by System Engineers
The next figure (figure 4.7) shows the frequencyhwivhich systems engineers conducted

system maintenance. The figure shows that theesystas maintained on a “very often”
frequency 44% of the time while it was maintainedam “often” basis 30% of the time. The

research also showed that the system was maintaitieid a day in almost all the cases.
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Figure 4.7 Frequency of Doing System Maintenance
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Source: Research data, 2011

4.5 Strong Latent Demand for Domestic Remittances
Safaricom based the initial launch of the M-pegsaise on the Send money homeroposition,

even though it also allows the user to buy and seritne, store value and, more recently, to
pay bills. Demand for domestic remittance serviads be larger where migration results in

splitting of families, with the bread-winner heaglito urban centers and the rest of the family
staying back home. This is the case in Kenya, wh&gé of households depend on remittances

as their primary income source.

In her study of M-pesa, Ratan (2008) suggests ttmatlatent demand for domestic
remittances is related to urbanization ratios. Moprepitious markets will be those where the
process of rural-urban migration is sufficientlyted to produce large migration flows, but not
so advanced that rural communities are hollowed Gountries with mid-range urbanization
ratios (20 percent to 40 percent), especially thibaeare urbanizing at a rapid rate, are likely to

exhibit strong rural-urban ties requiring trangféralue between them.
In terms of having back up servers, majority opmslents (80%) agreed that they had.

Only 20% of respondents did not have back up servéihis information is shown in the next

figure (figure 4.8).
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Figure 4.8 Back Up Servers for The M-Pesa System
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Source: Research data, 2011

Further, most respondents agreed that the systesnable to comfortably handle the current

growing transaction capacity.

The challenge remains for M-pesa to become a leefoc delivery of a broader range of
financial services to the bulk of the Kenyan popala So far, the evidence is limited that
people are willing to use the basic M-pesa accdself as a store of value. There is likely to be
a need to develop more targeted savings produatb#tance customers’ preference for liquidity
and commitment and which also connect into a bnoeadege of financial institutions. If M-pesa
is able to accomplish this, it will be able to deli on its promise of addressing the challenge of
financial inclusion in Kenya. A key preconditionrisgulation: the Central Bank of Kenya is in
the process of finalizing regulations that willaall non-bank outlets and platforms such as M-
pesa to become channels of for formal deposit-takBeyond that, Safaricom will need to
develop appropriate service, commercial and teehmmdels for M-pesa to interwork with the
systems of other financial service providers.

4.6 The Broader Significance of M-PESA
M-pesa has demonstrated the promise of leveragiobilentechnology to extend financial

services to large segments of unbanked poor pedpls.is fundamentally because the mobile
phone is quickly becoming a ubiquitously deployedhnology, even among poor segments of
the population. Mobile penetration in Africa hasreased from 3 percent in 2002 to 48 percent

today, and is expected to reach 72 percent by 28td, happily, the mobile device mimics
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some of the key ingredients needed to offer bangargices. The SIM card inside GSM phones
can be used to authenticate users, thereby avoitiengostly exercise of distributing separate
bank cards to low-profitability poor customers. Thebile phone can also be used as a point of
sale (POS) terminal to initiate financial transaec# and securely communicate with the
appropriate server to request transaction auth@izathus obviating the need to deploy costly

dedicated devices in retail environments.

M-pesa has demonstrated the importance of degjgmage-rather thanfloat-based
revenue models for reaching poor customers withnioal services. Because dealers make most
of their money by collecting and reinvesting defmghey tend to distinguish between profitable
and unprofitable customers based on the likely sfzieir account balances and their ability to
absorb credit. Dealers thus find it difficult torge poor customers because the revenue from
reinvesting small-value deposits is unlikely toseff the cost of serving these customers. In
contrast, mobile operators in developing countni@ge developed a usage-based revenue model,
selling prepaid airtime to poor customers in sniadrements, such that each transaction is
profitable on a stand-alone basis. This is the maghind the rapid penetration of prepaid
airtime into low-income markets: a card bought risfip booked, regardless of who bought the
prepaid card. This usage-based revenue model estlgiraligned with the model needed to
sustainably offer small-value cash-in/cash-out da&tions at retail outlets and would make
possible a true mass-market approach, with no thaefor providers to deny service based on

minimum balances or intensity of use.

M-pesa has demonstrated the importance of buildingw-cost transactional platform
which enables customers to meet a broad rangeeaf payment needs. Once a customer is
connected to an e-payment system, she can usedapability to store money in a savings
account, send and receive money from friends amdlyapay bills and monthly insurance
premiums, receive pension or social welfare paymentreceive loan disbursements and repay
them electronically. In short, when a customeroisnected to an e-payment system, her range of
financial possibilities expands dramatically.

Putting these elements together, M-pesa has peampt rethink on the optimal
sequencing of financial inclusion strategies. Whetest financial inclusion models have

employed “credit-led” or “savings-led” approachés M-pesa experience suggests that there
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may be a third approach focus first on building tlayment “rails” on which a broader set of

financial services can ride.

4.7 Three Perspectives Accounting for the M-Pesa EScess
A number of papers have been written on M-pesatsess. Heyer and Mas (2009) discussed

the country factors that led to M-pesa’s succesas Whd Morawczynski (2009) have written on
the M-pesa’s service features, Mas and Ng'weno 2@ave investigated Safaricom’s M-pesa
execution strategy while Mas (2009) studied theneodcs underpinning branchless banking
systems. Beyond the compelling marketing, cold heess logic and consistent execution of M-
pesa highlighted by these scholars, the serviagsess is a vivid example of how great things
happen when a group of leaders from different amgdions rally around common challenges

and ideas.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECCOMENDATIONS

5.1 Summary of the M-pesa Innovation
The study established that most respondents (64%] M-pesa services. Almost half of the

respondents (44%) used M-pesa service on a weealdis,b38% used M-pesa services on a
monthly basis, while 18% used it on a daily baRisspondents reported that system delays were
the most serious challenges facing the M-pesa@er®Other challenges included: failure of the
system, lack of efficient customer support, anchhiger charges. To deal with some of these
challenges, respondents resorted to alternativekitgnservices which included ATM

withdrawals.

On the issue of the frequency of experiencingydelabout half of the respondents (44%)
experienced delays on a monthly basis, 38% expmztedelays on a weekly basis while 18%
experienced delays on a daily basis. Further, mmespondents contacted customer care
immediately when there were delays and such delegre solved within one day at the
maximum. The study also inquired into how changesechnology have affected the mobile
money transfers. The respondents reported thahdémipy has led to quicker and more efficient
modes of money transfers and that the availalolityv-pesa services has greatly eased access to

money.

The study found that the M-pesa money transfeficehas demonstrated the possibility
and also importance of building a low-cost transaell platform which enables customers to
meet a broad range of their payment needs. Onagstorner is connected to an e-payment
system, such customer can use this capabilitydee shoney in a savings account, send and
receive money from friends and family, pay billsdamonthly insurance premiums, receive
pension or social welfare payments, or receive fiabursements and repay them electronically.
Thus, when a customer is connected to an e-paysystgm, his range of financial possibilities
expands dramatically. M-pesa has the potentialdetrall these user needs if properly supported

and if it continues to make use of innovation.
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5.2 Conclusions
This study concludes that the M-pesa service facesimber of challenges. The major ones

were found to be system delays, slow customer zsponse and help, and slow processing
procedures especially during the weekends. Fros) the study concludes that the capacity of
the M-pesa platform is not efficient and therefocalls for improvement in capacity
management. Specifically, management of capacitguldh address challenges of float

availability and problems of storing enough casti esfloat to meet immediate customer needs.

The study observes that regular maintenance oMHpesa system is one way through
which the system’s capacity can be managed. THishelp address problems of transaction
delays and in the process improve services to met®through speedy support, and lower user

charges.

5.3 Recommendations
From the findings of this study, it is recommendbdt Safaricom put in place an effective

capacity management strategy for its M-pesa se&vic&his should include regular system
maintenance and introduce user-friendliness festuiiéhe cost of services was found to be too
high for majority of customers, a factor which limithe reach of the service. It is also
recommended that the M-pesa system investigate thagsgh which float management can be
undertaken. Information and education with resgecproducts and services should also be

undertaken through various promotional and outrg@ogrammes.

The study found that Safaricom Ltd has tendedotu$ more on system capacity with
less emphasis on human resources and subcontraapesities. Beckman and Rosenfield
(2008) have observed that the capacity of humabouress is critical in most industries.
Tangible costs associated with making changes imamuresources include hiring, firing,
training, and overtime costs. They have also nthatl firms may also use subcontractors as a
source of external capacity to buffer the effectsdemand variability of their own internal
resources, or simply to provide an alternativenternal capacity. From the results of this study,
it is recommended that Safaricom investigate wayw/hich it can improve its M-pesa services
through improvement of human resources capacitjhe dompany should also consider the

possibility of subcontracting capacity so as toldeih issues of demand variability and to
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provide an alternative to internal capacity, esplgcivhen the M-pesa system is down or cannot
cope with high demand at peak time.

Finally, it is recommended that Safaricom undextak systematic capacity planning
process for its M-pesa services. This should ohelan analysis of the overall company strategy
and competitive environment, developing a demanéckst, and identification of capacity
expansion alternatives. The company should alsesadbe implications of the adopted strategy,
develop an implementation plan and finally meaguee results of the adopted strategy as a
feedback process.

5.4 Limitations of Study
In undertaking this study, a number of challengesenfaced. Some of these included fear of

victimization where respondents were afraid to mtevfactual information on the basis that
information provided could be used against thener& were also concerns of confidentiality
with respondents fearing that information provigeight not be used for the purposes for which
it ws sought. Last but not lest, the researchendothat some respondents were uncomfortable

in sharing information for reasons that could I@Explained.

5.5 Suggestions for further study
The study focused oeffective capacity in mobile phone money trans&awiges. It is suggested

that similar research be carried out for other ceting services(such as Orange Money and
YU-Cash ) . A comparison of the effectivenesshef M-pesa and the competing services should

then be undertaken.

For policy makers, this study recommends a futtudyson the economic implication of
mobile money transfers. Such a study should seekstablish the impact of mobile money
transfer on macroeconomic variables of the GDP emgloyment. The study should aim at

guantifying the economic implications of the monensfer services.

It is also proposed that future research be unkkemtaon the effect of mobile money
transfer on rural-urban trends in Kenya. This spegially important because Safaricom has

based its M-pesa services on the “send money baglehproposition where people in towns
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can send money to their relatives still living letrural areas. This study would also seek to
evaluate the continued relevance of this proposidaaod to show whether it has out-lived its

usefulness.
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APPENDICES
APPENDIX |

Guiding Questions for interviews

1. Do you use M-pesa services?
Yes[ ] No [ ]

2. How often do you use the service?

Daily [ ]

Weekly [ ]

Monthly [ ]

3. Do you face any challenges while using The Mapsgervice?
Yes[ ] NoJ ]

4, What kind of challenges do you face when usingdda

5. How do you go about the challenge thatyou e Using the service?
6 Howofendoyou experience delays?

7. What doyou do whenever your experience theydela

& How often do you contactcustomer care wherethee delaye?
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9. How long does it take for the problem to be hesds?

10. How does change in technology affects the reahibney transfers to you?

Questionnaire for system Users

1. What is your role as an M-pesa system user?

a) Agent [ ]

b) Operator [ ]

2. Does M-pesa face any challenges?

[ ]Strongly Agree [ ]Agree [ Disagree [ ] Strongly Disagree

3. M-pesa system delays are the greatest chalfecge the service, so you agree?

[ ] Strongly Agree [ TAgree [ ]&agree [ ] strongly disagree

4, Do you as a system user encounter transactiahsequire manual completion?
[ lyes [ INo

If yes, how often do you complete transactions ralint

[ ]VeryOften [ ]Often [ ]Rarely [] Never

5. Do you experience any challenge with float alality?
[ 1yes [ 1No
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6. If yes, how often do you experience lack of floa

[ ]VeryOften [ ]Often [ ]Rarely [] Never

7. Do you experience challenges in maintainingitlqy for M-pesa as an agent?

8. Which among these obstacles have you experieincgdur storage for keeping enough
cash and e-float on hand to satisfy your customers?

Employee misconduct [ ]

Physical security [ ]

Working capital [ ]

Travel costand time [ ]

9. Have you experienced any credit risk while aeplvith M-pesa agents prepaid service

through your systems?

10. What are your challenges with transactionstéingiaily in order to mitigate against

settlement risks?

Questionnaire for System Engineers
1. How often do you do system maintenance?
[ ]VeryOften [ ]Often [ ]Rarely [] Never

2. How long does it take to do system maintenance?

[ ]Lessthanaday [ |Aday [ ] Moretha day
3. What are the control measures to protect cus®imam being affected?

Yes[] NoJ[ ]

If yes what are the control measures to protedt bostomers and system users?
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4, Do you have back up servers for the M-pesa sy&te
Ye[ ] No[ ]

5. How do you handle transaction capacity issues?

6 How many concurrent transactions can the sypteicess per second?

7 How do you handle delays?

8. Is the system able to comfortably able to haridée current growing transaction
capacity?

[ ] Strongly Agree [ TAgree [ ]&agree [ ] strongly disagree

9. How often does the system go down due to systearioad?
[ ]VeryOften [ ]Often [ ]Rarely [] Never

10. How does the change in technology affect tiséesy your systems?

11. How does the excessive registration and traiosscaffect capacity in mobile?

Phone transfer services
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Questionnaire for Customers
1. Do you use the M-pesa service?
[ TYes [ ]No

2. How often do you use M-pesa?
[ ]VeryOften [ ]Often [ J]Rasel [ ]Never

3. Do you face any challenges when using monegteaservice?
[ 1Yes [ ]No

If yes, how often do you experience the challenges?
[ ]VeryOften [ ]Often [ J]Rasel [ ]Never

4, Which of the following challenges do you as afpbta customer face?
1) System Delays [ ]
2) Lack of enough float by agents [ ]

3) Unavailability of enough agents [ ]
4) Account minimum and maximum limit [ ]
5) If other, please SPECITY? ...

5. How do you go about the challenges that youZace
1) Call customer care [ ]

2) Wait until it resumes | ]

3) Report to the nearest M- pesa agent [ ]

4) No action [ ]
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6. How long does it take for the challenge to resad?
[ ]Immediately [ J]Aday [ ]Aweek[ ] Never

7. How do you rate M-pesa service on a scale d? 1-5
Verylow [ ]1.[ 12. [ ]3. []4. [ ]5 VeryHigh

8. In how many ways do you us M-pesa money trarssevice?

Toreceive money Never [ ] Hardly[ Pften[ ] Veryoften[ ]
To send money Never [ ] Hardly[ Often[ ] Veryoften[ ]
To buy own airtime  Never [ ]| Hardly] Often[ ] Veryoften[ ]
To buy for another Never [ ] Hardlyj Often[ ] Veryoften| ]
To keep savings Never [ ] Haldly Often[ ] Veryoften[ ]
Emergency transfers Never [ ] Hardly[ Often] ] Veryoften[ ]
To pay hill Never [ ]Hardly] ] Often][ ] Veryoften[ ]

11. Is it safer to use M-pesa compared to otheram@d money transfers?
[ 1]Yes [ ]No

12. If yes do you rate the safety of using M-peaadactions in a scale of 1-5?
LessSafe[ ]1. [ ]2. [ 13. [14. [ ]5 Verysafe

13. Is it more convenient to use M-pesa comparadier modes of money transfer?
[ ]Yes [ ]No

15.1f Yes , please explain
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APPENDIX I

Budget Schedule
Research Budget
ITEM COST (kshs)
1 Proposal Development
a) Printing of 38 pages @ Kshs. 30 1140.00/-
b) Reproduction 6 copies @ Kshs. 80 4,800.00/-
¢) Binding 6 copies @ Kshs. 50 300.00/-
d) Traveling Expenses 4,000.00/-
e) Subsistence 4,000.00/-
f) Miscellaneous expenses 3,000.00/-
2 Data collection and Analysis
a. Data collection 3,000.00/-
b. Books and reading material 5,000.00/-
c. Data analysis and computer runtime 5,000.00/-
d. Printing 70 pages @ Kshs. 30 2,100.00/-
e. Reproduction 6 copies @ Kshs. 40 8,400.00/-
f. Binding 5 copies @ Kshs. 1,000/- 5,000.00/-
3 Others
a. Miscellaneous expenses 4,000.00/-
GRAND TOTAL 49,800.00/-
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Time Frame;

Start — Finish Duration

APPENDIX IlI

Time Plan

Phase| Description Number of weeks
1 Data collection

2 Data analysis

3 Result writing

4 Report writing

. Compilation and

presentation
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