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ABSTRACT
One of the major challenges in the banking industry is the dynamic competitive 
environment in which banks operate. This has compelled commercial banks to adopt 
strategies oround Internet banking, mobile banking and prestige banking Although 
commercial bonks uso various strategics to position themselves in the market, it is not 
known the perccpbon of commercial banks' to the influence of mobile telephones on 
growth of banking business in Kenya The objective of this research was to determine 
how commercial banks perceive the influence of mobile phones on growth of 
commercial banking businoss in Kenya

The study was modeled on a descriptive design. The population of interest in this study 
consisted of forty-five commercial banks No sampling was done, as a census of all the 
commercial banks operating m Kenya was considered The population of forty-five 
commercial banks was small enough to accommodate a census study and give o 
clearer picture of the findings that is used to arrive at justified generalizations on tho 
findings from the Study. Primary data was collected using semi-structured 

questionnaires.

The questionnaires were personally administered by the resoorcher to the commercial 
banks managers or equivalent. The questionnaire was dn/ided into three parts. Part A 
contained questions on general information of the respondents. Part B contained 
questions on mobile banking and business strategies and Part C contained questions 
on how commercial banks perceive the influence of mobile phonos on growth of 
commercial banking businoss in Kenya

Based on the findings, it can bo concluded that majority of the commercial banks do 
offer sorviccs through tho customers' mobile phones It can also bo concluded that 
commercial banks use mobile services for purposes of accounts roquost and the 
maintenance of high quality service 13 extremely important for tho commercial bank3 
the Kenyan banking industry. Commercial banks management should change their 
perception on cost leadership, market share leadership and technology leadership in 
order to take advantage of the mobile banking technology in the growth of the banking 
industry
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CHAPTER ONE

INTRODUCTION

1 .1 Background of the Study

The global financial services industry has recently been open to historic 
transformation. The so called e-developmcnts are emerging and advancing rapidly in 
all areas of financial intermediation and financial markets like e-finance, e-banking, e- 
brokerage. e-insurance, e-exchonges and even e-supervision (tustsik. 2003).

Electronic banking (c-banking) is the contemporary delivery channel for banking 
services The definition of e-banking services varies partially because it refers to several 
types of services through which bank customers can request information and carry 
out most retail banking services through the computer, television or mobile phone 
(Sothye. 1999) Burr (1996) describes e-banking as an electronic connection between 
bank and customer in order to prepare, manoge ond control financial transactions.

1.1.1 Growth Of Commercial Banking Business

Banks are privately owned or state-owned institutions that, generally, occopt deposits 
and make loans. It is a commercial or state institution that provides financial services, 
including issuing money in form of coins banknotes or debit cards, receiving deposits 
of money, lending money ond processing transactions The distinguishing 
characteristic is their money supply through the crootion of dopossts (Bannock and 

Manser. 2003).

Banks can be classified into three types of institutions, commercial banks catering for 
industry/commerce, saving banks catering for the household ond their savings, and 
mortgage bonks providing housing loans for private as woll as business Over time, 
borders between the three types of institutions are getting blurred, and today tho 
differences are clearly diminishing. Almost all retail banks are becoming more like 
financial supermarkets catering for all typos of customers and all types of banking 
business, drawing upon 9pocioli7od financial institutions for special tasks Mortgage 
banks are approaching retail banks and commercial banks through tho establishment 
of retail bonking activities. In the future the difference is likely to disappear

Lustsik (2003) in a stuefy of o-bonking m Estonia conclude that online Internet banking 
and mobile phone bonking are tho fastest developing areas. Pousttchi ond Schung 
(2004) identify four use coses of mobile banking as request of account balances, 
control of account movements, instant payment and account administration. They
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assert that the use cases correspond to specific customer needs and depend as well 
on the wireless device available for communication

Cheney (2008) m examining mobile banking and mobile payments odvanco that the 
evolutionary path taken by mobile banking and mobile payments can be very different, 
depending on a variety of factors, including a market's level of banking sophistication, 
available technologies, and expenence with antecedent products, services, or 

technologies.

1.1.2 Mobilo Telephones

Mobile telephones ore classified as portable mobilo devices A mobile device is defined 
as a wireless communication device, including mobile phones. PDA. wireless tablets 

and mobile computers.

h  developing countrios thot include Kenya, mobile telephony ho9 been adopted in the 
last decade at a faster rate mainly because of the economies In rolling out mobile 
networks than for the fixed Ime networks that dotted tho population earlier Many 
commentators have highlighted the rapid growth of mobile phone usage in Africa Gray 
(2005) points out. "In 2004  alone, the African continent added almost 15 million new 
mobile cellular suboenbers to its subscriber base, equivalent to the total numbor of 
[fixed and mobile) telephone subsenbers on tho continent in 1996. just eight years 
earlier.*

The rapid sproad of mobile phones means thot tho number of mobile users may 
already exceed tho number of banked people in many low income countries. Mobile 
phones can also offer a communications channel for initiating and executing on-line 
financial transactions. This channel may not only reduce the cost of financial 
transactions for provider and customer, but also allow new entrants to the financial 
soctor. and new relationships to bo formed for distributing services These changes 
hold the prospect of accelerating access to financial services on tho bock of tho mobile 
infrastructure (Portouso. 2006).

The mobile payment forum (2002) defined a mobile payment as the process of two 
parties exchanging financial voluc using o mobile device in return for goods o r services 
Pousttchi. c t al (2004) define mobilo banking as a subset of electronic bonking which 
underlies not only the determinants of the banking business but also the special 

conditions of mobile commerce. Mobile payments (m-payments) are financial 
transactions undertaken using mobile device such as a mobile phone. Mobile banking 
(m-banking) includes m-payments but involves access by mobile device to the brooder
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range of banking services, such as accountbased savings or transactions products 
offered by banks M-payments and m-banking are themselves subsets of the broader 
domains of e-payments and o-bonking respectively (Porteuso. 2006).

1.1.3 Commercial Banks In Kenya

Commorc'nl banking business in Kenya is guided by the banking Act Chapter 488  that 
provide for the licensing and regulation of commercial banks within its jurisdiction Tho 
central bonk of Kenya thot regulates the sector has licensed forty-five commercial 
banks that are tiered into peer groupings as large, medium and small depending on 

the various bank sues.

The vision 2030  for financial services in Kenyo. ns crafted by the government, is to 
create a vibrant and globally competitive financial sector that will create jobs and also 
promote high leve'-s of savings to finance Kenya’s overall investment needs The Kenyan 
banking system has as well grown enormously in the last decode keeping pace with the 
country’s oconomic growth. There has boon significant improvement in the payments 
and settlements with electronic payments and RTGs (real ume gross settlements) 
gaining quick acceptance. Information technology has played a major role in those 
achievements Today, the banks have centralised operations, network based 
computing, and new dolivory channels such as networked ATMs (Automated teller 
machines). Intemot banking, smart card based products and mobile access

1.2 The Research Problem

Love (2005) in a paper titled. Delivering Services via Internet advance that traditionally, 
services have been characterized os low tech and high face-to-face contacts Today, 
information technology offers many opportunities for service prowlers. Internet 
presents the new way for production, communication and distribution of services. In 
terms of distribution, for many traditional services like banking, insurance, travel and 
retail Internet encourages disintermediation to certain extent, since it enables directs 
two-way-commumcauon without the need of going to the service outlet. But. this also 
means that customers must be motivated, willing and capable of using the Internet m 
their buying decisions and processes

Rapid changes in the financial services environmont-mcroased competition by new 
players, product innovations, globalization and technological advancement—have led to 
a morket situation where battle for customers has become Intense. In order to rise up 
to the challenges, service providers are even more interested to enhance their 
understanding of consumer behaviour patterns (Jam and Hundal. 2002)
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The liberalization of the telecommunication sector has brought numerous challenges 
to firms whereby they are left with minimal options of either adopting new strategies or 
being pushed out of business as a result of stiff competition Likewise, individual 
customers expect quality services, which moot them own expectations and will always 
buy required services from those suppliers who offer the bost products at premium 
rates (Anderson. 2006).

Wireless coverage continues to nse although only 8% of people in Africa uso a mobile 
phone. 52% of the population m low income countries as a whole live in areas with 
wireless reception. This difference fuels the expectation that growth will continue at 
rapid rates, with some analysts predicting that there will be dose to 200  million mobile 
subscribers in Africa by 2010. By comparison, the penetration of retail banking 
systems in most African countries is very low [Porteous, 2006)

In Kenya, the fortyTrve registered commercial banks are involved in the financial sector 
deepening process, which entails developing initiatives towards increasing their 
clientele base in a cost offoctive way. and banking for the unbanked that has attracted 
mtenso competition and value added products. These efforts encounter tho challenges 
arising from lack of proper physical Infrastructure in certain regions of tho country and 
a versatile terrain

Competition in accessing banking sorvicos through the mobile phono has intensified 
The cost of transaction chargos is set to reduce significantly while banking hall queueB 
will eventually ease out os the uptake of mobile banking service increases. The banking 
environment <s changing; Modern banking is about differentiating products and 

services that provide increased choices, control, security and accessibility

Banks are faced with o number of important questions, for examples how to take full 
advantage of new technology opportunities, how e-developments change the ways 
customers interact with the financial services provider. The new information 
technologies adoption and e-commerce emergence change the role of financial 
intermediaries in the new economy (Lustsik. 2003)

Interest m electronic commerce and electronic markets has largely been focused on 
America and Europe and yet there are many interesting developments taking place in 
Africa, which have received very GttJe attention In Kenya today, mobile phones have 
become a lifestyle product In the contrary, a few bonking holls have been labelled *M- 
banking* though their banking halls still attroct queuing customers awaiting services In 
the academia, scanty studies have been undertaken on the perception of managers of
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financial in s w a p s  00 Lhe rote °* mobile telephony in business growth.

Mobile banking literature 03serts that mobile banking is all about freedom that enables 
users to pursue other interests than worrying about everyday jobs and transactions 
can be charged the same way as text messages are charged. This study undertakes 
to answer the question: How do commercial banks percerve the influence of mobile 

phones on growth of banking business'5

1.3 Research Objectives

To determine how commercial banks perceive the influence of mobile phones on 

growth of commercial banking business in Kenya

1.4 Importance of the Study

The study wfl be of value to commercial bonks In on attempt to address the challenges 
and policy areas that inhibit adoption of mobile telephony banking. It would be a 
challenge to corporate entities that provide mobile telephony to improve on innovation 
and enhance the value of thoir service offering The study would be of significance to 
tho government initiatives for finenciol deepening and implementation of the digital 
capital and will be a referral materiel for future research initiative on relotcd studies on 
mobiie banking.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Communication

KotJer (2001) observe that many companies still rely on one or two communication 
tools to achieve their communication aims. This practice persists in spite of the 
fragmenting of mass markets into a multitude of mint-markets, each requiring its own 
approach; the proliferation of new types of media; and the growing sophistication of 
consumers The wide rango of communication tools, messages, and audiences makes 
it imperative that companies move toward integrated marketing communications 
(IMCJ- He adds that, today there is a new view of communications as an interactive 
dialogue between the company and its customers that takes place dunng the pre 
selling, selling, consuming, and post consuming stages. Companies must ask not only 
"How con we reach our customers?" but also "How can our customers reach us?"

As defined by the American Association of Advertising Agencies [4 As). IMC is: a 
concept of marketing communications planning that recognizes the added value of a 
comprehensive plan that evaluates the strategic roles of a variety of communications 
disciplines -  for oxomplo. general advertising, direct response, sales promotion and 
public relotions -  and combines these disciplines to provide clarity, consistency, end 
maximum communications' impact through the seamless integration of discrete 
messages

KoUor (2001) underscore that to communicate effectively, marketers need to 
understand the fundamental elements undertying effective communication as 
presented in the figure on communication model on appendix four.

The model underscores the key factors in effective communication Senders must 
know what audiences they want to reach and what responses they want to got They 
must encode their messages in a way that understands how the target audience 
usually decodes messages. They must transmit the message through efficient media 
that reach the target audience and dovelop focdback channels to monitor the 
responses (Kotlor, 2001)

Thanks to technological breakthroughs, people can now communicate through 
traditional media (newspapers, radio, telephone, television), as well as through newer 
media forms (Computers, fax mochines cellular phones, and pagers) By decreasing 
communication costs, the new technologies have encouraged more companies to
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rnove from mass communicaDon to more targeted communication and one-to-one 

dialogue (Kotier. 2 0 0 1 J.

2.2.1 Information Technology

As the held of strategic management has expanded, strategy researchers and 
practitioners havo shown increasing interest in the role of information technology (IT) 
in strategy formulation and implementation, and in its impacts on financial 
performance (Shoberwol and King. 1991).

A number of researchers oxomined the conditions under which information technology 
creates sustainable advantages Porter (1985), for example, focused on first-mover 
advantages, arguing that technological advantage arises when first-mover advantages 
(such as pre-empting customers through switching costs) outweigh first mover 
disadvantages (such as development costs and learning curves]

Clemons (1986) distinguished between externally focused applications -  i.e. those that 
connect the firm with customers or suppliers (such as ATMs) and internally focused 
applications, i.e. those that improve efficiencies (such as factory automation systems) 
He suggested that external applications tended to produce advantages based on 
switching costs, whereas internal applications tended to produce advantages based on 
scale economies, managerial expertise and efficiencies.

Neo (1988). analyzing 14 well known Information technology cases, concluded that the 
most successful Information technologies implementors were those that had already 
implemented similar systems, having built an infrastructure of Information technology 
experience and learning. Mahmood and Soon (1991) reported that, in most industries. 
Information technology had no discernible impact on entry barriers, but that when 
impacts were present, they tended toward reducing, not increasing, entry barriers In a 
study connecting technology policy and strategy. Zahra and Covin (1993) found no 
direct technology - performance connection In Noo's (1998) study. Information 
technologies parse, had little to do with performance, which was driven more by 
Information technology oriented strategic planning and management vision and 
support.

Walton (1989) and Benjamin and Levinson (1993) classified resources as 
organizational, business, and technological, and argued that Information technology 
performance depends on the integration of resources across these categories. Keen 
(1993) divided resources into human, business, and technology resources, and 
developed a fusion framework that strongly parallels resource based theory, arguing

7



that the key to Information technology success lies In the capacity of organizations to 
fuse Information technology vwth latent, difficult to Imitate, firm specific advantages 
embodied in existing Human and Business resources

Reed and DeRIlippi [1990] and Fiol (1991) argued that organizational cultures offer 

powerful forms of competitive advantage because they are difficult to articulate and 
requiro the simultaneous manipulation of complex relationships and technologies In 
resource-based ompincal studies. Hansen and Wernerfelt (1989) found that human 
resource factors (i o. organizational climato ond goal diroctedness) explained groator 
proportions of performance variance than strategy ond economic factors.

Tho Information technology research also suggests that complementarities may exist 
between Information technologies and organizational consensus, namely, 
organizational trust, cooperation, and the absenco of fundomental conflict. In on 
empirical study of 168 Belgian firms. DeWoot et al.. (1978) found that financial 
performance was not explained by technical innovations themsefves, but rather by 
innovation processes that involved little irrelevant disagreement and an attempt to 

integrate technology with strategy.

Rockart and Short (1989) argued that information technologies increase mutual 
doDondencies across organizational functions, enabling more frequent and elaborate 
communications among disparate interests, and requiring personnel to interact more 
"seamlessfy" In o retail industry analysis. Demons and Row (1993) argued that now 
retail Information technologies require stores to interact cooperatively with thc>r own 
home offices and distribution centers, os well as with suppliers In her large -scale 
innovation study. Kanter (1984) concluded that the most effective innovators "reduce 
rancorous conflict and isolation between organizational units; croato mechanisms for 
exchnngo of information and new ideas across organizational boundaries; ensure that 
multiple perspectives w il bo taken into account in decisions; and provide coherence 
end direction to the whole organization. In these tcam-onented cooperative 
environments, innovation flourishes

Powell (1995) found that bohovioural factors, such os open culture ond chief executive 
office (CEO) commitment, explained significantly greater total quality management 
(TOM) performance variances than process factors (such as defect reduction) and 
traditional quality control methodologies In describing linkages among Information 
technology, strategy, and organizational infrastructures Handerson and Venkatraman 
(1993) empho&ized the role of the CEO commitment to the success of Information 
technology implementation According to the authors, successful Information
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technology requires a top executive who acts as "business visionary' ond "Pnoritizer* 
clearly supporting and articulating the need (or Information technology, and 
communicating its functionality within the context of the organization's strategy, 
structure, and systems Neo's (1998) analysis produced a similar result, the author 
reporung that 'management vision and support' differentiated successful from 
unsuccessful Information technology implemenlers. The same notion arises In Quinn's 

(1979) concept of "top level risk taking support'.

CEO commitment enhances Information technology success by making resources 
available for implementation, integrating Information technology with business strategy 
and processes, and ensuring continuity in Information technology investments over 
time (Kettmger et al.. 1994], The evidence suggests that many CEOs find Information 
technologies threatening, and that CEOs' verbalized commitments are frequency 
perceived ns shallow, uninformod ond unsupported by resource deployments (Konter. 

1984).

In a study of Information technology systems in 24  companies. Beniamin et al (1984) 
found that “only a handful of companies demonstrated that managerial attention was 
focused on the potential impact of information technology. CEOs have well documented 
tendencies to perpetuate commitments to the status quo (Hambrick et al 1993). ond 
ro develop successors who share their own repertoires and frames of reference 
(Smith 8nd White. 1987). These CEO biases and rigidities may create inadequate or 
inconsistent Information technology deployments, and combine with Information 

technology obsolescence to inhibit performance.

Rackoff et al (1985) concluded that IT should support competitive thrusts such as 
cost leadership, differentiation, innovation, growth, and external alliances Rockart and 
Short (1989) argued that Information technology servo primarily to manage 
organizational interdependence i.e. to solve coordination problems among 
departments and strategic business units

2.1.2 Adoption of Information Technology

Toffler (1980] and Naisbitt (1995). were the first who observed the rapid pace of 
diffusion of information technology and. on this basis, forecasted the end of the need 
for cities The basic idea is that cities lower tho costs of transporting goods and 
sharing ideas. Because the information technology, too. lowers the costs of 
transportation and of communication, it might replace some traditional functions of 
cities. In a similar vem, Gilder (1995) pointed out that the Internet should boost tho
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fortunes of small c<tics and rural areas more than those of larger cities. In short. 
Internet users might reap some of the advantages offered m cities without having to 

locate there

A large body of literature studies consumers' and firms' adoption of the Internet. Work 
toy authors such as Fairtie (2004). Aron and Bumstem (2003). Goolsbee and Klenow 
(2005). and Forman et. al. (2005) finds significant differences in adoption between 
demographic groups, pointing to lower penetration among minorities, townneome. 
lesser-educated and rural households This is particularly true for the early years of 

Internet adoption

This effect is attenuated by lower rates of computer ownership and a lower likelihood 
of residing in areas with several, competing Internet access providers Research that 
studies the adopton of specific Internet services such as online grocery rotoiling (Bell 
and Song (2004)), Internet car retailing (Morton. ZeOelmeyer. and Silva-Risso (2001)). 
or online banking (Hitt and Frei (2002)) comes to similar conclusions.

Work by Gofdfarb and Pnnco (2006) points to significant differences between the 
profile of consumers who initially adopt the Internet and those who subsequently use it 
intensively. Their results suggest that the likelihood of adoption of the Internet 
increases in income and education, but that usage conditional on adoption declines in 
.ncome and education, even when correcting for the selection problem that low-income 
adopters likely have higher tastes for usogo than the overage tow-income household

The recent dotcom boom / bust cycle, as equilibrium industry dynamics triggered by 
technology innovotion. has been analyzed in vanous studios. When a major technology 
innovation arrives, a wave of new firms enters the market implementing the innovation 
for profits However, if the innovation complements existing technology, soma now 
entrants will later be forced out as more and more incumbent firms succeed in 
adopting the innovation. Such situation has revealed that the diffusion of Internet 
technology among traditional brick and mortar firms is indeed the driving force behind 
the rise and fall of dotcoms ns well as the sustained growth of e-commorcc (Wang. 
2005)

2.2 Mobilo Telephony

AT&T invented mobile telephony in 1947. Initially known as “radiophones”, tho 
technology developed from exchange based radio link systems to ceHular networks 
dunng the 1980s Cellular networks were developed to allow users to move from one 
cell -  and its geographical coverage limit -  to another cell without a break in the call,
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as a result of wti»ch true mobile telephony was made possible Mobile telephone 
technology has enabled relatively low network budd-out costs and these have resulted 
m the rapid growth of mobile telephony to the point where it is growing significant^ 
faster than fixed telephony, both globally and in developing countries [UNCTAD, 
Information economy report. 2007)

The year 2001 may be seen as an interesting baseline year as alroady in 2002 mobile 
subscribers overtook fixed line subscribers worldwide (fTU, 2003) In 2005. the 
worldwide number of mobile phone subscribers passed the two billion mark, with Asa 
accounting for more than 4 0  per cent of them. Private research estimates that by the 
end of 2006  the number of global mobile phone subscribers was approximately 2 6 
biHion In developed countries growth in the mobile phone industry come from the 
increased offer and use of innovative services, from SMS and nffordoblo roaming to 
Internet accoss and music downloads (UNCTAO, Information economy report. 2007).

In 2002, UNCTAD’s e-commerce and development report considered the growth of 
wireless communications and their role in increasing ICT uso by business and 
consumers -  frequently referred to os "m-commerce" A numbor of policy issues were 
discussed, including the liberalization of telecommunications markets, licensing new 
mobs'e operators, creating independent regulatory bodies that would establish a fair 
and competitive market for mobile services while supporting compatible standards, 
and facilitating interconnection among mobile services providers The discussion 
concluded that while e-commorce services are increasingly attractive as an entry point 
for using Information and communication technologies, either to order and purchase 
products and improve th a r  livelihoods through better communication in their 
communities and households. It was reported that there were still a number of 
obstacles to the provision of mobile services that needed to be overcome

In 2006. the UNCTADs information economy report observed that mobile 
communications were growing at a remarkable rate in developing countries, and that 
mobile telephony continued to be the only Information and communication technology 
sector where developing countries wero quickly catching up or oven in some ways 
overtaking developed countries Mobile connectivity sidesteps some important 
obstacles to other typos of connectivity, but most notably to thoso hampered by. 
among other things, cost end the remoteness of certain areas. In Afnca. motxle 
phones have proved so successful that in many cases they have replaced fixed lines
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The scale of the telecommunications industry in Afnca is characterized by continued 
mobile growth with figures increasing between 50-60 percent. Indeed recent media 
reports claim that Afnca accounts for the highest annual growth rate in mobile 
subscription where m 2007 alone. 65  million now subscribers wore added bringing tho 
total to more than 250  million In terms of mobile penetration rotes. Libya is over 
subsenoed with over 100 percent penetration - at 104.9 percent there are more 
active units than people, closely followed by South Afnca with 70  percent; Botswana 
with over 50  percent and Kenya with 35  percent (Afncan Business. 2008a. p 34).

fvtobiie telephony is the most important mode of telecommunications in developing 
countries. While Internet access has become a reality for many businesses and public 
institutions, and for individuals with higher levels of education and income, for the vast 
majority of the low-income population, mobile telephony is likely to be the sole tool 
connecting them to the information society in the short to medium term (UNCTAD. 
Information economy report. 2007).

In developing countries, the potential impact of mobile telephones is quantitatively 
different from that in the developed world For tho developing world, mobiles hovo 
becomo an essential entry point into the information society Mobile telephony is the 
critical tool that creates business opportunities, enables efficient sharing of 
information and intelligence, and empowers households and communities to stay 
connected That said, it is still mainly the booming urban communities that are best 
served by mobilo provdors in developing countries Mobile telephones can be used to 
facilitate or ovon generate business since they provide an opportunity to check current 
market pnceo for agricultural and other commodities relevant to rural economies, and 
currency rates as well as to confirm payments, enquire about weather patterns, and 
more generally keep in touch with customers and stay informed about transport 
lOQistics (UNCTAD, Information economy report. 2007)

As recent studies on tho use of mobile phones in South Afnca show, the substitute for 
telecommunicated information would have been physical transport Instead of a quick 
phone call, never mind Internet usage, determining selling or buying pneos would 
require costfy. timeconsuming physical contacts and transport. Thus without 
telecommunications, the costs of information retrieval and of transacting in general 
would be high. Bosidos greoler transaction costa, the range of supply would be much 
smaller, or for transactions across large distances, nsks would be higher as pnees 
ond conditions of salo would not be known exactly (Rajagopal. 2007)
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2 2.1 Mobile Phones Use Cases in Developing Countries.

Every day a now example af innovative and productive mobito telephony uso in 
developing countrios surfaces In tho medio W hat is interesting about many of them is 
their focus on tho economic realities of everyday life. W hat follows is o diverse 
selection of various activities that is by no means exhaustive but only illustrative of the 
possibilities that Information and communication technologies create for economic 
development Their common linkago is how mobile technology effects hotter 
information and financial flows that reduce market inefficiencies ond improve tho 
earnings of users and their communities (UNCTAD. Information economy report. 

2007].

2,21.1 Local Agricultural Content in Uganda

In Uganda the CELAC (Collecting and Exchanging Local Agricultural Content] proiect is 
helping farmers organize their production and distribution using information provided 
through mobile telephone technology Under this scheme, farmers regularly receive 
and send vital information from their network and other networks affiliated to them. 
WOUGNET (Women of Uganda network) assists by translating information into local 
languages for farmers based in northern Uganda In the past farmers in rural Uganda 
relied heavily on agricultural extension workers for knowledge and support regarding 
their livestock or crops Unfortunately, the oxporionco was often not timely and 
frequently locking Community radios that would hovo holpod to bridge the vacuum also 
suffered from coverage problems and did not provide possibilities for feeding back 
information into the network.

2.2.1.2 Boosting Profits Using Mobiln Tolophonos in South Africa

About a hundred rural African farmers from the Makuleke region in South Africa are 
experimenting with mobilo technologies in order to access information Bbout market 
conditions in Johannesburg This reduces tho need to travel ond move inventory, with 
frequent and substantiol waste and pilferoge dunng the nine-hour "sharo taxi* voyage, 
and with little certainty as to  sales and income. Using a virtual trading facility installed 
on mobile phones provided by the proiect sponsors. Vodacom, farmers can sell their 
produce directly from their small farms

By checking prices in the Johannesburg markets by mobile telephone, farmers con 
ovoid paying excessive commissions to intermediaries. At the same time they are able 
to negotiate from an improved position, fully aware of market and price conditions, and 
v«th a consequent reduction of the information divide between them and larger
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i n d u s t r i a l  farmers. W ith mobile telephone use growing rapidly, the exaggerated 
information asymmetries caused by rural isolation and poverty will, if not disappear, at 

least be substantially reduced

2 2-1-3 Mobile Telephone Services and Micro Finoncc in Kenya (Mpesa)

Mcrofinonco is the provision of financial sorvicos to poor pooplo Micro-credit. Micro- 
savmgs. and micro-insurance ore essential support services to enable poor people to 
trade and take part in the mainstream economy. Realising the potential of mobile 
technology for extending financial services beyond urban areas. Vodafone/ Safaricom 
in 2003 initiated a pilot mobile-telephone-based project in Kenya. While the initial 
objective was to create efficiencies to reduce cho cost of loon disbursement and 
recovery, the technology was found by users to bo convenient for person-to-person 
transfers Since early 2007  the project has been commercialized

To imptemont this scheme, Vodafone/Safaricom partnered with the Commercial Bank 
of Africa. Citibank. DFID-FDCF and the Faulu micro-finonco company to design and test 
M-PESA micro payment platform. M-Posa allows customers to use their mobile 
telephones like a bank account and debit card. Customers credit their accounts with 
their prepaid lime vendor and can. in addition to spending their credit on calls and 
messages, transfer funds to another subscriber, or make small or micro-payments for 
goods and services without the need for cash.

2.3 Information Technology in Banking

Advances in technologies have allowed sorvico providors to incorporate many different 
technologies into the delivery of their sorvicos These technologies have been 
implemented in the service encounter for the customer to use with varying degrees of 
success The factors influencing consumer attitudes towards and adoption of self- 
service technologies (SSTs) across three different technologies used in tho banking 
industry reveals that service attributes related to trust, quality and timo ora major 
attribute influence attitudes toward each of these technologies and offers on 
explanation of the varying degrees of acceptance found among consumers (Curren 
and Mueter. 2005).

Information technology affects banking in two main ways First, it may reduce costs by 
replacing paper-based, labour intensive methods with automated processes. Second, it 
may modify the ways in which consumers have access to bank's services and products 
and. hence, may enhance the contestability of markets, especially in retail banking. Due 
to deregulation and technological advances, new opportunities now become available.
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tu t  the skill needed to exploit them effectively may be unknown. Early entry of financial 
Institutions into the technology expanding activities may have learning benefits that are 
manifested m discovery of the skill needed to operate effectively E-banking products 
and services ore getting more and more advanced and increasing in variety by 
providing information ot the early stage to providing transactional activities.

The maxims of technology spread m the operations of financial institutes may have 
reiauonal effect with the size and volume of operations of the organization Whenever 
the innovation *  initially introduced, large banks havo an advantage to adopt it first and 
enjoy further growth of size. Over time, as the innovation diffuses into smaller banks, 
the aggregate bank size distribution increases stochastically towards a new steady 
state Applying the theory to a panel study of Internet banking diffusion across 50  US 
states, it has been observed that technological, economic and institutional factors 
largely govern the transaction process supported with technology. The empirical 
findings disentangle the interrelationship between Internet banking adoption and 
growth of average bank s»zo. and explain the variation of diffusion rates across 

geographic regions (Sullivan and Wang. 2005).

In reference to banking reforms in India, technology has been found to be the major 
input in dnving competition, which has been evidenced m a study revealing a positive 
relationship between the levels of competition and banking efficiency However, a 
negative relationship between the presence of foreign banks and banking efficiency is 
found, which attributes to a short run increase in costs due to the introduction of new 
bonking technology by foreign banka (All and Hang. 2006)

Bank characteristics such as asset size, number of employees, number of full service 
locations, areas of lending, and return on assets largely influence the technology 
diffusion process and adaptation at the customer levels It has been observed in a 
study that a number of bank composition and operations variables behaved statistically 
independent between size variables (assets, number of employees, and number of 
branches) and wide area network access The survey data also indicate that return on 
Bssets and network system variables ore independent Therefore, networks systems 
have not had a direct impact on the bottom line (Zhu ct el. 2004).
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2 3 1  Electronic Banking Concept

The new information technology is becoming an important factor in the future 
development of financial services industry, and especially banking industry. The 
developments in information and communication technology have significantly 
contributed to the exponential growth and profit of the financial institutions worldwide 
This ovolution has transformed the way banks doliver their services, using technologies 
such as automated teller machines, phones, the Internet, credit cards and electronic 
cash However, bonks face a number of important questions on strategies for deriving 
lull advantage of new technology opportunities and tracking electronic development 
changes affecting interactions with the customers (Rajagopai. 2007).

For over a decade, information technologies have significantly affected the banking 
industry Banks and other financial institutions have improved their functions as a 
financial fitermediary through adopting various information technologies (Chang. 
2002: Gouriay and Pentecost. 2002: Hannan & McDowell. 1984; Haynes & 
Thompson. 2000; VanHoosc. 2003) Generally, when tho information technologies 
combine with functions of banks and financial institutions, it 13 called electronic banking. 
Electronic banking technologies have led banks and financial institutions to improve 
effectiveness of distribution channels through reducing the transaction cost and 
increasing the speed of service (Chang. 2002: VanHoose, 2003). From the 
consumers' perspective, electronic banking technologies allow consumers easier 
access to financial services, lower bin paying, and time saving in managing their 
finances (Anguelov, Hilgert and Hogarth. 2004).

The e-banking services include ^remittances. enjoyments, e-trades, and ocrod't 
However, many e-banking businesses hovo been forced out of market due to the low 
customer perception such os o-procurcmonta supporting the banking transactions of 
■ergo work tenders. Internet-based transactions require their own security measures 
for which pnvate solutions may not be sufficient (De Young. 2001) However, e-banking 
develops automated credit authorization system by developing appropriate credit 
sconng system and cash-flow scoring system to reduce operating costa, improve 
asset quality, and increase client profitability. Ono of the major benefit3 of credit 
scoring system is that lenders can mako credit decisions without necessarily obtaining 
financial statement, credit reports, or other time consuming and hard-to-get 
information

Reta i banking increasingly roiios on self service technology applications to augment 
officioncy in rendering financial services to their customers and in such Information
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and communication technology environment, customers eye themselves at the 
convenience of these service options more than ever before. Banks in retailing their 
products try  to  create and sustain a competitive advantage by offenng customer value 
based on the utilization of self service technology options, while customers try to 
receive tho best value of their participation m sorv>ce production and delivery (Anitsal 

and Pint. 2006]

Internet bonking has advantages for banks to maintain competition, to save costs, to 
enhance mass customization, marketing and communication activities, and to maintain 
and attract consumers [Daniel and Storey, 1997; Mots, 2000. Bead, 1990; 
Sheshunoff. 2000; and Tomkm and Baderv-Fuller, 1998) Tho primary advantage of 
internet banking is to save time and cost Lee and Lee (2001) indicated that Internet 
banking allows consumers easier access to their bank accounts, lower service 
charges, and time saving Moreover, Chang (2002) showod that Internet banking had 
a low transaction cost and a high speed of servico when compared to other bonking 
services

In general terms, increasing convenience is a way of raising consumers' surplus 
provided new technology is adopted by the banks in ordor to offer convenience to the 
customers that may be through an electronic transaction as a substitute for o trip to 
the branch. The technoiogy-toased services imply different combinations of accessibility 
attributes [time, distance, and search costs), ease of use and pnee. Another factor in 
determining the magnitude of the surplus that the bank can seize is the relative 
importance of cross selling. The bundlo of services provided oloctronically is usually not 
the some as the one available at a branch For this reason, now technology bosod 
banking services with high customer value may offer better service conditions to 
harmonize the flow of information and services across the spatial and temporal 
dimensions (Rajagopal. 2007)

Banks greatly support this not only because they could meet their customers' need for 
convenience but also because of the enormous economic impacts in replacing o high- 
cost channel (bank clerks) through a lowcost channel (a central web server) for simple 
transactions, with tho additional benefit of eliminating the necessity for a media 
conversion (Lustsik. 2003)

Financial transactions are probably the most important examples of transactions 
where no physical product is involved. Therefore, the impact of distance on e-banking 
should bo apparent However, exploiting tho possibilities offered by o-bonking also runs 
mto limitations. For instance, some financial servcoa might bo not available on tho wnb
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and therefore a inp  to the closest branch is necessary anyway. If this is the case, then 

consumption economies for one stop banking might totally discourage the use of the 
Internet (Berger et. al, 1996). On the other hand, information about families and small 
family business is thought to be soft o r tacit, that is hard to communicate to others 
(Petersen. 2004). As noted by Petersen and Rajon (2002). lending practices based on 
soft information require the lender to have personal contacts with the borrower. In this 
case, a borrower from a given bank might want to stick with the same bank for the 

additional financial services she needs

2.3-2 Benefits of Electronic Banking

From the Bank's point of view, the benefits for offering Internet banking services is 
better branding end bettor responsiveness to tho market Those bonks that would 
offer such services would bo perceived as loaders in technology implomontotion. 
Therefore, they would en|oy a better brand image. The other benefits are possible to 
measure in monetary terms The main goal of every company is to maximize profits for 
its owners and banks are not any exception Automated ©-banking services offer a 
perfect opportunity for maximizing profits (Nathan. 1999; Pyun otot. 2002)

The ma<n benefit from the bank customers' point of view is significant saving of time by 
the automation of banking services processing and introduction of an easy 
maintenance tools for managing customer's money The main advantages of e-banking 
for corporate customers include Reduced costs in accessing and using the banking 
services, increased comfort and timesaving. Quick and continuous access to 
information. Convenience. Speed. Better cash management and Funds management 
Customers can download their history of different accounts and do a 'w h a u f analysis 
on their own Personal Computers before effecting any transacbon on the web This will 

load to better funds management (Bank Away. 2001; Gurflu. 2002).

2.3.2.1 Economic Bonefits

The impact of the New Economy on the entire economic growth has been studied in 
several research projects For example Pohjola (2002) shows, that the contribution ol 
the use of information communication technology to growth of output -n the Finnish 
market sector has increased from 0  3 percentage points in early 1990s to 0.7 points 
•n late 1990s However, unlike the US. there has been no Deceleration in the trend rate 
of labour productivity in Finland According to the recent research conducted in Estonia 
(Aorma and Vensel. 2001). bank customers use bank office services on overage 
1 5 3 5  times per month, and wait in queue in bank office on average for 0.134 hours.
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g ^p le  calculation shows, that making payments via e-banking facilities (for instance 
using Internet bank) rather than in the bank offices create overall economy savings in 

the amount of 0.93% of GOP

2.3.3 Key E-Banking Risks

Although the adoption of electronic finance and other e-services offers emerging 
economies on opportunity to leapfrog, it also carries potential risks. Most of the crimes 
that exploit the vulnerabilities inherent in these technologies are not new -  fraud, theft, 
impersonation, denial of service end related extortion demands have plagued the 
financial serv-ces industry for years. However, the widespread use of these 
technologies exposes users to crimes of greater dimensions in terms of depth and 

scope (Glacasner. 2003)

Strategic risk is one of the most significant risks that e-bankmg activities present for 
banking organizations Strategic nsk differs from other nsk categories in that it is more 
general and broad in nature Strategic decisions to be taken by a bank's senior 
management have implications for all other risk categories Given growing customer 
acceptance and demand for e-banking, most banks will need to develop a strategy to 
use the Internet delivery channel to provide informational content and /or transactional 
service to customers. The rapid changes in technology, tho pace of competition with 
other banks and non-bank competitors and the nature of that strategy could expose 
banks to substontiol nsk if tho planning ond implementation of the strategy is flawed or 
otherwise not well thought through (Basel Committee. 1998). Spurred by competitive 
and peer pressures, banks may seek to introduce or expand e-banking without an 
adequate cost-benefit analysis. The organizational structure and resources may not 
have the skills to manage e-bankmg. Banks should respond to strategic risk by having a 
clear strategy dnven from the top and should ensure that this strategy tokos account 
of the effects of o-bonkmg, wherever rolovnnt Such o strategy should be cloerly 
disseminated across the business, and supported by o clear business plan with an 
effective means of monitoring performance against it (Sergeant. 2000).

Schindler (2000), advance that E-bonking involves sovoral specific operational risks. 
One operational risk mainly relotes to the security of systems ond transactions, 
including data confidentiality and authentication of the parties involved. Another 
operational risk refers to the continuous availability of the Internet as a medium for 
financial transactions To take full advantage of the potential benefits of e-banking 
services, systems should be available on a 24-hour basis This availability is prone to 
senous hazards, such as computer viruses and hackers, Operational risk results from
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reuance on complex technology. Such risks can artso not only when technology is 
developed in house but also when it is outsourced. The existence ot increasingly 
complex arrangements between a financial institution and a chain of service providers 
creates novel oversight probtoms A significant number of banks offering e-banking 
services outsource related business functions, e g. security, either for roosons of cost 
reduction or. as is often the cose in this field, because they do not hove tho relevant 

expertise in house.

Outsourcing a significant function can create motonal nsks by potentially reducing a 
bank's control over that function One of the components of operational nsk is the 
forecast of the potential customers' volume, which in the case of e-channels have 
proved difficult (Schaechcer. 2002) Many banks going online have significantly 
misiudged volumes When a bank has inadequate systems to cope with demand, it mBy 
suffer reputational and financial damage, and oven compromises in security if extra 
systems that are inadequately configured or tested ore brought online to deal with the 
capacity problems.

There is also a risk, which arises from logoi and regulatory uncertainty in e-finance 
transactions referring in particular to tho difficulty of identifying tho hoodquarters of an 
eminence firm. This «  the risk to earnings or capital arising from violations of. or non
conformance with. laws, regulations and ethical standards. This nsk is amplified when 
the customer, the bank and the transaction are m more than one country Banks 
engaging in e-banking can face legal nsks with respoct to  customer disclosures and 
pnvacy protection. Customers who have not been adequately informed about their 
rvghts and obligations may bring suit against a bonk Failure to provido adequate 
pnvacy protection may also 3ub|ect a bank to rogulatory sanctions in some countnea 
(Basel Committee. 1998)

Bonks choosing to enhance customer servico by linking their Internet sites to other 
sites also con face legal risks. A hacker moy use the linked arte to defraud a bank 
Customer, and the bank could face litigation from the customer. Because financial 
institutions use similar software programme, there is a systemic risk that many large 
institutions could be simultaneously subject to a common adverse shock. Moreover, 
the dooper involvement of greater numbers of new and different firms -  including non- 
financiol firms -  in fmoncinl markets may make it much more difficult to monitor the 
links between the various actors and to assess the risks to which they are exposed. As 
the links between financial and non-financial markets become more pervasive, the 
sources of systemic nsk are likely to become harder to identify (Crocket. 2001).
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Security is considered the central operational nsk of e-banking. Threats can come from 
«nsid0 and outside the system. They include unauthorised access to the system 
through, for example, back doors, brute force, hijacking, sniffing o r spoofing to retrieve 
and use confidential consumer information, add customer assets, subtract customer 
liabilities or interrupt operations. Similarly, denial of service ottacko and injocting a virus 
can disrupt services and affect integrity of information (Schocchtcr. 2002). Security 
breaches essentially fall into three categories, breaches with serious criminal intent 
[e g fraud, theft of commercially sensitive or financial information), breaches by casual 
hackers (e g. defacement of web sites or denial of service -  causing web sites to 
crash) and flaws in systems design and /o r set up leading to security brooches (e g. 
genuine users seeing /  being able to transact on other users' accounts] All of these 
threats have potentially senous financial, legal and reputational implications (Sergeant. 
2000]

According to the Deutsche Bank Research (2006). security concerns ore the most 
important hurdle for many customers. Cheaper foes and the possibility to ask 
questions are not so essential compared to the expected level of security in e-banking 
E-banking, in particular Internet banking can potenoaffy be misused for money 
laundering because of the lack of faceto-face contact with customers (Schoochtor, 
2002). Money laundering hos boon greatly facilitated by electronic banking bccounc of 
the anonymity it affords onco a customer opens an account, it is impossible for banka 
to identify whether the nominal account holder is conducting a transaction o r even 
where the transaction is taking place

Roputotional nak is considorobly heightened for banks using the Internet The Internet 
allows for the rapid dissemination of information, which means that any incident, either 
good or bad. is common knowledge within a short space of time Internet rumours can 
easily become self-fulfilling prophecies The speed of the Internet considerably cuts the 
optimal response times for both banks and regulators to any incident. Banks must 
ensure their crisis management processes ore able to  cope with Internet rotated 
Incidents (Sergeant, 2000)

Basel Committee (1998) indicates that reputational nsk may ariso when systems or 
products do not work os expected and cause widespread negative public renction A 
significant breach of security, whether as a result of external or internal attacks on o 
bank's system, con undormme public confidence in a bank. Reputational risk may also 
arise m cases where customers experience problems with a service, but have not been 
8*ven adequate information about product use and problem resolution procedures
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Mistakes, malfeasance, and fraud by third parties may also expose a bank to 
reputational nsk. Reputational nsk can arise from significant problems with 
communications networks that impair customers' access to their funds or account 
information, particularly if there are no alternative means of account access

Substantial losses caused by mistakes of another institution offenng the same or 
similar electronic banking products or service may cause a bank's customers to view 
its products or service with suspicion, even if the bank itself did not face the same 
problems Roputotionol risk moy also arise from targeted attacks on a bank. For 
example, o hackor penetrating a bonk'B web site may alter it to intentionally spread 
inaccurato information about the bonk o r its products Reputational risk may not only 
be significant for a single bank but also for the banking system as a whole If a globally 
active bank experienced important reputational damage concerning its electronic 
banking business, the security of othor banks' systems may also be called into 
question Under extrame circumstances, such a situation might lead to systemic 
disruptions in the bonking system os o whole (Bosd Committee. 1998)

Customer education on security risks and precautions can play an important role for 
consumor protection ond for limiting reputational risk. Security risks can be heightened 
when a consumer does not understand the necessary security precautions and 
misuses them inadvertently. Banks should therefore provide prominent and easy-to 
understand advice to customers on the importance of security precautions and 
concerning personal pnvacy policies. This guidance should be understood before any e- 
banking services are activated (Schaechter, 2002).

2.4 Mobile Banking Concept

Since users considered their mobile phono os o pcrsonol trusted device making it to on 
integral part of their lives and more ond more of these devices became Internet- 
enabled. the regular conclusion was the transformation of banking applications to 
mobile devices as the next step of electronic banking development

For mobile banking, the advantages even go much further than for electronic bonking: 
The high penetration of m obi* phones reaches all social levels, mobile applications 
disband the limitations of electronic banking as they allow for a use anytime-anywhere 
and the subjective and objective security of the device is higher than that of a personal 
computer. The profit ond loss account was also favourable Taking the example of a 
German bank, a bonk transaction via a dork gonorotes overall costs of 2 US-S while a 
mobile banking transaction gets along with 15 cents (Schilder, 200 1J
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markets end channel or increase customer retention. Extemol growth is mode 
possible through strategic alliances, joint ventures, integration, acquisitions and 
diversification.
The adaptation and application of growth strategies is of great essence to firms: they 
assist monagers to redefine tho future, success and growth of organizations 
According to Mbaya (2001). top management decisions must focus on tho future of 
the firm amidst competition and environmental turbulence. The benefits of growth 
strategies to organizations are abounding in the literature (Kotler. 2000; Johnson and 
Scholes. 2002) Ansoff's strategy matrix shows that growth strategies can help firms 
identify their future strategic direction, assist them in planning for growth assist them 
in formulating o strategy and knowing which markets and rospcctivo products to servo 
in the market for success and growth

2.5.1 Ansoff’s Growth Strntogios

This marketing tool was first published in the Harvard Business Review in 1957. 
Ansoff's growth strategy matnx remains a popular tool for analyzing growth. It «  a 
strategic grid that can help firms identify their future strategic direction, and is often 
used when firms oro plonning for growth Ansoff's Matrix categorizes four separate 
strategies, but importantly also emphasizes tho degroe of risk of ooch approach To 
nortray alternative corporate growth strategics. Igor Ansoft presented a matrix that 
focused on the firm's present and potential products and markets (customers). By 
considering growth via existing products and new products, and in existing markets 
and new markets, four possible product-market combinations from Ansoff's matrix 
presents four main strategic choices • Market penetration. Market development. 
Product development and Diversification as shown in the diagram on appendix four.

2.5.1.1 M arket Penetration Strategy

Lancaster (19B8) states that Market Penetration is a strategy of expanding sales 
based on existing products in existing markets. This is the strategy of penetrating 

more deeply into the same market. Essentially the same good or service is being 
promoted/pushed harder onto the same target customer group. This strategy is 
reliant on the fact that there is some untapped potential to increase sales in tho samo 
market. This moy mean that customers can be persuaded to buy the product more 
regularly, switch from a competitor, or encourage customers in the target market who 
may not have yet started to buy the product to do so. In this coll, tho products remain 
unchanged and no new customer segments are pursued Instead, the company 
repositions the brand, launches new promotions or otherwise tries to gam market
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share and accordingly, increase revenue (Kotlcr. 2000].

Thera is incrooscd product availability and awareness by encouraging current 
customers to buy moro per period, attracting competitor's customers, and /or 
convincing noncustomers of their need to become customers This otrategy is easiest 
to pursue in the introduction and growth stages of an industry, as all competitors can 
grow together and the perceived level of rivalry «  low. At the mature and decline 
stages, however, continued growth comes through taking a share from competitors 

(Kotlor. 2000),

Johnson and Schdes (2002) argue that this strategy is the least risky since it 
leverages many of the firm's existing resources and capabilities In a growing market, 
simply maintaining market share will result in growth, and thoro may exist 
opportunities to increase market shore if competitors reach capacity limits The 
strategy also probably requires the loost omount of finance for expansion, although 
resources may need to be channeled into promotional campaigns to appeal to and 
then persuade customers This could be in the form of advertising, sponsorship, 
special promotions and even temporary price discounts.

Many of the mobile phone networks operated this philosophy at the end of the 1990  s 
and early 200 0  by offering extremely cheap (heavily subsidized) prepay mobile phones 
to ponotrate deeper into their target markets, and achiovo higher customer bases. 
Thus in the space of just a fow years, domestic usors mobile phone ownership 
increased from under 10 million to over 40  million in the UK. It is interesting to note 
that as the mobile phone morket reaches saturation. Market Penetration is no longer 
a viable strategic option. Market penetration has limits, and once the market 
approaches saturation onother strategy must be pursued if the firm is to continue to 
grow (Kolior. 2000) In this case emphosis is switching to product development to 
tempt existing users to purchase upgraded handsets with moro technologically 
advanced features.

Some foctors the firm should take into account in the deliberations on whether to 
pursue this strategy are the growth of present morket strength of competition, ability 
to increase volume of sales, ability of customers to consume of the product and more 
frequently and strength of brand awareness. According to Egan and Thomas (1998) 
brand building is one way of achieving greater penetration of existing markets with 
existing products. Brand building can be achieved by such means as improved quality, 
bettor communications and positioning, providing consistently high levels of brand 
mveatmont rather than making shorVtorm cutbacko The objective of this is to moke
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existing customers more brand-loyal (brand switching less often) and or make new 
customers in die same market begin to buy the brand. Higher penetration can be 
achieved by increasing brand usage through frequency or quantity Where the total 
morket is still growing, the strategy may be achieved for example through “natural" 
market growth. In markets that are static or declining, a market penetration strategy 
can be achieved only by increasing market share at the expense of competitors.

2 5 .1 2  Market Development Strategy

According to Pearce and Robinson (2001 ]. Market development consists of marketing 
present products to customers in related areas. These customers could represent 
untapped verticals, virgin geographic or other new opportunities The company targets 
now goographic oroos. domestically ond internationally, identifying potential new 
customer groups, seeking additional distribution chonnels and developing new 
locations both domestic and abroad.

Doyto (1994) advanced that market development strategy consists of marketing 
prosont products, often with only cosmetic modifications to customers In related 
market areas by adding different channels of distribution or by changing the content of 
advertising or the promotional media. Several specific approaches are: Opening 
additional geographic markets (regional expansion, national expansion and 
international expansion), attracting othor market segments (developing product 
versions to oppeal to other segments, entering other chonnels of distribution and 
advertising on othor media).

Market development involves the firm moving into new segments of the same market, 
or even into entirely new markets Therefore, there is a greater degree of nsk. as the 
firm docs not have the same understanding, knowledge and experience of the new 
sogment/market. Thi3 suggests to some extent, that the firm is more vulnerable to 
making an inappropriate judgment that could damage profitability The firm, therefore, 
needs to decide whether it is worthwhile targeting new markets. W hat the firm needs 
to consider is the ability to distribute to new geographical locations (towns, regions or 
countries), utilization of unused distribution channels, reasons why some consumers 
ore not using the product and the different applications for the product that will attroct 
new markets (Blackpool, 2002).
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g 5.1.3 Product Development Strategy

According to Pearce and Robinson (2001). this Strategy involves marketing new 
products to existing customers The company grows by innovating, gradually replacing 
old products with new ones; the firm develops potential new products based on 
customer wants and needs through new product technologies and developing different 

product quality levels. This strategy may be appropriate if the firm's strengths are 
related to its specific customers rather than to the specific product itself In this 
situation, it can lovoroge its strengths by developing a new product targeted to its 
existing customers Similar to the case of new market development, new product 
development carries more risk than simply attempting to increase market share 
(Gultinan and Madden. 1997) Egan and Thomas (1998) stated that loyal customers 
are return customers and therefore are very valuable to  the business Many could be 
very roccptrve to now products produced by the business. The firm could investigate 
the ability to add new features to the product, possibility of expanding the product Ime 
and possibility of creating a new verson. According to those authors growth can come 
through developing new products for existing markets. New products giving extra 
benefits based on new features can be the motor for increased sales and market 
share

Thompson and Stnckland (2001) advance that when product life cycles are short- as 
with software or consumer electronics. Product development becomes an essential 
requirement of an organisation's strategy. Product development involves substontial 
modification of existing products or creation of new but related items that con bo 
marketed to current customers through established channels. The product 
development strategy is often adopted either to prolong the life cycle of current 
products or take advantage of favorable reputation and brand name The idea is to 
attract satisfied customers to new products os o result of their positive experience 
with the company's initial offering.

According to Doyle (1994). some of the many specific options available to business 
undertaking product development are developing new product features developing 
quality venations and developing additional models and sires (product proliferation) 
Since product development invofves selling additional products to current customers, 
oxamples include solods at Purre Hut. software and laser printers from Apple 
Computer, tax planning and management consulting from auditing firms and amplifiers 
from Fender Guitar Company. Whereas market development requires marketing and 
selling skills, product development requires technical, research and development skills
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An alternative approach to new products (or current customers is to use licensing 
agreements with other firms to provide their products under one's brand, such as 

IBM's Canon-produced printers This requires strategic alliance skills.

2.5.1.4 Diversification Strategy

Johnson and Scholes (2002) define Diversification as a strategy, which takes the 
organization away from its current market or product o r competencies Adapting this 
strategy entails taking the greatest risk here, the company markets new products to 
new customers. There are two types of diversification; related and unrelated. In related 
diversification, the company enters a related market or industry. In unrelated 
diversification the company enters a market or industry in which it has no relevant 
experience Strategy in diversification growth opportunities is strategy to identify 
opportunities that would odd attractive businesses that ore unrelated to the 
company's current business and the pursuit or the acquisition of additional brands to 
broaden product offenng. Gultinan and Madden (1997) add that diversification 
strategy involves the development of new products for new markets and consequently 
is the most risky of the four options

According to Doyle (1994). it is the most rcsky of the four growth strategies since it 
requires both product and market development and may be outside the core 
competencies of the firm In fact, this quadrant of the matrix has been roferred to  by 
some people as the "suicide cell" However, diversification may bo o reasonable choico 
if the high risk is compensated by the chance of a high roto of rotum Other 
advantages of diversification include the potential to gain, a foothold in on attractive 
industry and reduction of overall business portfolio risk. Whether the firm promotes 
this strategy will depend on the situation of the market, the business' cash reserves 
and the skills of staff to take on new product lines Kotier (2000) state that 
diversification growth makes sense when good opportunities can be found outside the 
present. A good opportunity is one in which the industry is highly attractive and die 
company has the mix of business strengths to be successful.

Lancaster and Massingham (1988) postulated that diversification could take a 
number of forms, far example a company might choose to diversify into new products 
markets by moving through the channel of production and distribution. Alternatively, 
the diversification may be into an entirely unrelated form of business activity Different 
routes can achieve diversification Internally, by the firm developing a new activity or 
externally, by the firm acquiring another firm whoso activities oro distinctive from its 
existing activity Internal diversification may involve the firm using its technological
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gxperuse to develop products, which take it into new areas of activity, such as ICI in 
chemicals and plastics. Or it could involve a firm exploiting its ’brand name" to enter 
new activities as when Marks and Spencer moved into financial services Diversification 
rpay also involve internationalization: so many diversified firms ore al30 international in 

scope [Schulz. 1999).

Related diversification is strategy development beyond current products and markets, 
but within the value system o r 'industry' in which the company operates For example, 
Unilever is n diversified corporation, but virtually all of ita interests oro in the fast- 
moving consumer goods industry. Under related diversification there is vertical 
integration that describes either backward or forward integration into adjacent 
activities, which are concerned with the inputs into the company’s current business. 
For example, row materials, machinery and labor are all important inputs into a 
manufacturing company, so the acquisition by a car manufacturer of o componont 
manufacturer would bo related diversification through backward integration Forward 
integration refers to development into activities that are concerned with o company's 
outputs, such as transport, distribution, repairs and servicing [Johnson and Scholes. 

200?).

According to Thompson and Strickland (2001), horizontal integration, which is also a 
related diversification, deals with development mio activities that are competitive with 
or complementary to. a company's present activities For example, many organizations 
hove realized that there are opportunities in othor markets for the exploitation of the 
organization's competences-perhaps to displace the current providers as a now 
entrant For example the Automobilo Association [AA) had been founded club for 
motorists in the UK and extended into providing rescue services for breakdowns. As 
this market came under fierce attack from specialist breakdown organizations m the 
199Ds, the AA extended into new markets by exploiting its expertise in rapid response 

to crisis.

According to KoUer (2000), Unrelated Diversification also referred to as 
Conglomerate is diversifying into a completely different industry Example- The snow ski 
Firm acquires a firm that designs and makes women's evening gowns. Occasionally a 
firm, particularly a very large one plans to acquire a business bocauso it represents 
iho most promising investment opportunity available. Tho principal and often sole 
concern of the acquiring firm is profit pattern of the venture. There is little concern 
grven to creating product/ market synergy with existing business (Pearce and 
Robinson. 2001)
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Studies of big business in many countries suggest that there was an increasing trend 
towards diversified firms from the 1950's onwards. The typical large firms, nowadays, 
are therefore diversified, although some are a tot more diversified than others During 
tho 1980s. accord-ng to  Schulz [1999], the fashion for diversification slowed down 
gomewhot and soma diversified firms went into reverse and bogon to divest 
themselves of some of their activities. This trend was called "getting back to basics", 
concentrating on the core, and more graphically, “sticking to the knitting". These 
trends, first to greater diversity, and later away from diversification, were closely 
related to changes in acquisition activity in the US and the UK

There is no shortage of reasons available for firm diversification. Many authors give 
long lists of "reasons" which purport to "explain" diversification. Whiteley (1997) 
illustrates a good example of the genre It rounds up and describes all the usual 
suspects for diversification These include risk reduction, comings stability, synergy, 
growth, adopting to customer needs, and the use of "spare" resources. Asking 
whether extending the scope of the firm add value we are led to focus on the ability of 
the firm to achieve either higher pnees or lower costs as a result of such a strategy 
How might extending the scope of the firm enable it to benefit from higher prices or 
lower costs? There oro some arguments about the possibility of firms extending the 
oxcrciso of their market power in ono area to another aroo through diversifying but 
these arc not very convincing (Schulz 1999).

2.6 Commercial Bank Growth Moasuro6

Paula (2002) advance that the decision to achieve product fine expansion, through 
acquisition or new entry will depend on several factors, such as the nature of the new 
business and start-up costs involved, in terms of initial capital, technology platform, and 
distribution requirements. To acquire on oxisting bonk has some advantages First, 
startup costs oro in genoral lower, since tho target company has already made 
infrastructure investment. Second, the existing firm may have a valuable asset, such as 
brand recognition, beyond the acquirer's existing customers. If this occurs a firm 
provides instant credibility and access to the market Third, the customers' baso con 
be leveraged at the same time that cross selling of other products and services con 
occur using tho same distribution base for this purpose.

DeYoung and Hunter (2002) posts that at some point in the near future, the bank 
merger wave will finally subside. When it is finished the market structure of tho 
banking industry will no longer reflect the historical restrictions on geographic and 
product market mobility At that point, tho bonking industry will moro closely resemble
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pOfvbanking industries in an important strategic dimension: growth by internal 
mansion will become a viable strategic alternative for banks, because m the new 
industry equilibrium there will be fewer easy opportunities to grow by acquisition. Under 
these more "normal” industry conditions, tho Intornot will play an expanded and more 
complicated strategic role Internal growth strotogios typically require increased 
advertising and martceung expenditures, and this is on area where deep^jockotod large 
hanks have a clear advantage over small community banks When large banks oxhaust 
their opportunities to grow via inexpensive acquisitions, their strategic growth objective 
will switch from wholesale acquisition of other banks to  the acquisition of individual 
customers of other bonks Large banks will have two sources of customers At one 
extreme the large banks will compete for each othor's customers in a kind of zero sum 
game, consuming any cost or productivity gams by reducing prices. In this scenario 
large banks remain mired in the southwest corner of the strategy space, selling 
commoditylike services at low margins and relying on innovation and increased scale 
to drive down unit costs Community banks will have uncontestod access to the highly 
profitable southeast corner, although they may or may not bo able to occupy it At tho 
other extreme the large banks will compete for the customers of the community 
banks, perhaps using the informational potential of the Internet to target high-value 
community bank customers, and offering them customized or semi customized 
financial servicos at relatively low prices In this scenario large banks will migrate 
towards the more profitable eouthoost corner of tho strategy space, and the market 
share of community banks will shnnk

Santomero and Eckies (2000), and Berger et al (2000), discuss the benefit of 
economics of scale and scopo as related to the increased cost efficiency The basic 
idao is thot tho emergence of brood financial firms enables costs to bo lowered, if 
scale or scope economies ore relevant and if the range of expansion is within the band 
whereby they can be achieved. If economies of scale and scope prevail, increased size 
will help create systemc financial efficiency and shareholder value to the firm. 
Howevor. if diseconomies prevail, both will bo destroyed. Santomoro and Eckies (2000) 
stress thot tho rool go*n of multi-product distribution may not be in production 
efficiencies but in customer service, in whot they denominate "consumption economy". 
It derives from the cross selling potential of a financial firm that produces various 
products and services (banking, insurance, and asset management). The result will be 
higher revenue and a better return from any customer segment, if consumers of 
financial services find a more advantageous to purchase multiple products from the
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same provider. Consequently, banks can increase their profits without any significant 
enhancements in their operational efficiency

An argument in favor of big universal banks is that their potential for greater innovation 
,9 bigger than that of small banks. According to Schumpeter's approach, the innovator- 
firm can get transitory monopolist earnings derived from some successful innovation. 
The introduction of new innovations -  both technological and managerial -  when 
successful may permit a firm to increase both its earnings and market share In this 
sense, technological change >s one of the main dnvors of tho expansion strategy of 
firms. Studies ol banking efficiency seems to omit this important aspect of the 
discussion on banking efficiency and performance, as they put too much emphasis on a 
firm cost structure. Financial innovation can be essential to a financial firm to obtain 
both increases in its revenue gains and in market share, since it allows a bank to 
increase the customers' deposits omount in order to finance its assets operations 
(Minsky. 1906).

Empirically, some authors have found significant disparities in cost structures among 
banks of similar size, suggesting that tho ways in which banks are run can be more 
important than their size or tho range of business that they pursue In o ilie r words, 
management efficiency per sc may be a more Important factor than scale oconomios 
m bonk performance. This may suggest that any shareholder value gams in many of the 
financial services mergers in the 1990s were more highly associated with increases in 
production and management efficiency than scale and scope economies (Walter, 
1999 and Molyneux, 2000]

2.7 Mobile Telephones and Business Growth

Hnusman (2002) suggests that mobile telecommunications services create vory large 
gains in consumer welfare Aochamub et a l (2002) consider that there is on 
important bidirectional relationship between growth in the telecommunication sector 
and economic development Thompson and Garbasz (2007) found that countries with 
less developed ICT use, and therefore emerging mobile services markets, might 
experience stronger feedback of growth in mobile ICT use into general economic 
growth Keck c t  o l. (2006) analyzed the relationship between mobile use and growth 
m African member countries of the WTO, and suggests that increasing access to 
mobile networks by 1 percent, may translate into a 0.5 percent increase in real GOP 
per capita
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yyith M-banking, every agent, that is: customer, enterprise and bank personnel alike, 
becomes a user as well as an information/knowledge source to the service suppliers 
and to the customers -  This is. simpty put, because so many banking information, 
knowledge and transaction capabilities resources are brought into tho hands of any 
such agent anytime and anywhere • Thus cooperation and control/audit modos and 
roies must be redefined botwcen bonk customers, banka and third parties

2.7.1 Mobile Operators as Banks With an average 35-65 % (culture and also 
country dependent) of all mobilo gonoric services being prepaid to the operator over 
penods of several months to their own offices or via o payment agent (not onfy banks), 
aren't mobile operators shorvterm deposit banks holding at any time double digit 
Billions? Going beyond colection of receivables from their own customers alone, to 
what extent should operators carry out simple payment processing functions 
traditionally carried out by bonks botweon their customers and betweon their 
customers and third parties? For example, for some mobile operators whose 
ownership include public utility companies, such third parties could be water, power 
and cable TV bills -  Furthermore, with mobile operator's capability to handle efficiently 
and in real-time payments like dekets. parking, and their ability in handling bundled 
service definitions, aren't they micro payment agents9 In addition, in torms of cross- 
subsidization. ore those micro payment services paid by tho generic or value-added 
communication services?

2.7.2 Banks as MVNO’s: When banks "influence" or take over mobilo operators via 
ownership structures, why shouldn’t  they become mobile virtual operators to capture 
tho operator's client base and their caBh transactions covering mobile communication 
services, but also for other payments enabled wa tho same transmission and 
transactions infrastructure? A third party (bank subsidiary, transactions payment 
cooperative) can act as an aggregator, reducing the payment processing and network 
traffic generated by small-payment uBors, but adding this party reduces revenue and 
fee sharing between the bonk and owner of tho transmission infrastructure -In a way. 
mobile rooming operators can bo looked upon as actually payment clearing systems, 
even if historically even the banking shareholders failed to see this.
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CHAPTER 3

RESEARCH METHODOLOGY

3.1 Research Design

The proposod research design for this study was an exploratory survey of the 
perception on the effect of mobile telephony on banking business growth. Unlike In 
experimental design where elements of study are usually in controlled environments, 
the survey was advantageous in this case since the elements under study cannot be 
put in a controlled environment for them to bo studied This type of survey is 
recommendod for studies earned out at onco and representing one point in time 
(Cooper and Emory. 1995). The survey is preferred to a case study that would call for 
observations of characteristics of individual banking units.

3.2 Population

The targeted population was all registered Commercial banks operating in Kenya as 
listed in the financial institutions directory (Appendix III) obtained from tho central bank 
of Kenya os ot Mny 2009. The proposed population of forty-fivo banks was small 
enough to accommodate o consus study ond give a cleaner picture of tho findings that 
can be subsequently be used to arrive o t justified generalisations on the findings from 
the study

3.3 Sampling

No sampling was done, as a census of all the commercial banks operating in Kenya 
was considered The proposed population of forty-five commercial banks was small 
enough to accommodate o census study ond give a clearer picture of the findings thot 
could be subsequently used to ornvo at justified generalizations on the findings from 
the study.

3.4 Data Collection

Primary data collection was used to gather information from the target respondents 
outlining issues relevant to tho study This was achieved by use of self-administered 
questionnaires (Appendix I) Tho detailed Questionnaires were constructed using open 
-  ondod, closed -  ended, ond Irkcrt scolo type of questions Questions contained in the 
questionnaire were in different sections to simplify the work of the respondents as well 
os for classification purposes.

The questionnaires were self administered to product development and information 
technology functions of the forty-four banks using face tofoco interviews The target
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respondents were Business development managers, product development officers, 
information and communication managers or any other bank officials charged with 
product development and e-banking implementation responsibilities This cluster of 
respondents was in all cases familiar with the M-Banking propositions of the various 

banks because it is their daily responsibility.

Secondary information was gathered through desk research on review of bank's 
product policy documents, brochures, banks and mobile service providers' tariffs and 
relevant litornturo from the University libraries These wore for additional insight on 
banking processes, policies, infrastructure and procedures

3.5 Data Analysis

The research was set to determine how commercial banks perceive die influence of 
mobile phones on growth of banking business in Kenya. Data was entered using a 
worksheet Data cleaning was undertaken to ensure that all questions are filled and 
dono so correctly. It also included consistency check to ensure that instructions ore 
followed especially for routing questions.

Since the study was descriptive m nature, tho researcher used descriptive statistics 
such or. mean, percentages, standard demotions and tabulations to collate the 
frequency of the responses m port B The commercial banks were grouped os large, 
medium ond small as per the Commercial Bonk'3 directory from tho central bank. 
Further classifications were developed on commercial bank ownership and length of 
time m the market. Likert item responses in Part C were analyzed separately in a Likert 
scale Likert scale reduces the level of subjectivity employed ond enables the use of 
quantitative analysts Likert item responses were collated into bar charts, central 
tendency summanzod by the mode and dispersion summarized by the range across 

quartiles.
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CHAPTER FOUR

DATA ANALYSIS AND FINOINGS

4.1 Introduction

The objective of this study was to determine how commercial banka perceive the 
influence of mobile phones on growth of commercial banking business m Kenya. The 
study was conducted on all the forty-five commercial banks In Kenya The proposed 
population of forty-five banks was small enough to accommodate a census study. This 
was considered adequate for the objectives of this study. In this chapter the analyzed 
data is presented together with the relevant interpretations Findings have been 
presented in three ports. General information on the respondents. Mobile banking and 
business strategies and how commercial banks perceive tho influence of mobile 
phones on growth of commercial banking business in Kenya

4.2 Commercial Bonk Characteristics

The objective here was to determine ownership of the forty-five banks classified broadly 

as Government. Private and Foreign.

4.2.1 Bank Classification 

Table 1: Bonk Classification

Bank size Frequency Percent
Government owned domestic bank 0 18
Privately owned domestic bank 30 67
Foreion Owned Private bank. 7 15
Total 45 100

Source: Research dale

From Table 1 it is evident that 8 out of 45  Commercial Bonks an equivalent of (18%) 
ore Government owned domestic banks, whilo 3D (67%) ore privately owned domestic 
bonks. On tho other hand 7 out of 45  commercial Banks an equivalent of 15% were 

found to be foreign owned private Banks
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4.2.2 Private Bank Origin 

Table 2: Private Bank Origin

Origin Frequency Percent
African 20 44
Asian 15 33
Amorican 5 115
European 5 11 5
Total 45 100

S o u rce  Reaaarch data

Majority of the commercial banks are of African origin as evidentty shown from the 
table above The scores were as follows: 20  [44%J of the commercial Banks were 
found to be of African origin. 15 out of 45  commercial banks on equivalent of 33% 
were found to bo of Asian origin While 11.5% of tho commorciol bonks woro of both 
American and European origin.

4.2.3 Banks Period Of Existence In The Market

Table 3: Banks Period Of Existence In The Market

Yoora of operation Frequency Porcont
Loss than 5 yesra 4 9
5-15 years 10 22
1 &30 years 18 40
31-50 8 17
Over 50 years 5 11
Total 45 100

Source: Research data

Tablo 3 indicates that majority of tho commercial Banks have been in operation for 
between 16 and 30 yearn on equivalent of 40% os shown on the above table. CXher 
scores were as follows Less than 5 years 9%. between 5-15 years (22%). between 
31-50 years (17%) and finally over 50  years in operation a t 11%.
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4.2.4 Bunks' Branch Notwork

Toblo 4: Banks' Branch Notwork

N um ber o f branches Frequency Percent
Less than 5 6 13
5-15 5 11
16-30 20 44
31-50 9 15
Over 50 5 11
Total 45 100

Sourc »  Reeoorch riots

Table 4 reveales that 6  out of 45  commercial banks in Kenya had less than 5 
branches an equivalent of 13%. 5  out o f 45  branches (11%) had between 5*15 
branches. 20  (44%) had botween 16 and 30  branchos, There were onfy 9  commercial 
banks which had betwoen 31-50 braches On tho other hand, only 5  bnnks had over 
50  branches os dearly indicated from Table 4

4.2 5 W hat Is Your Branch Network Distribution?

Table 5: W hat Is Your Branch Network Distribution?

Notwork distribution Frequency Percent
Wtdu dooqrophicol distribution 5 11
Sparse Qcopraphical distribution 5 11
Concentrated in major urban 35 76
Total 45 100

Sourco: Research dots

The scores were os follows. 5  out of 45  (11%) commercial bonks indicated that they 
had wide geographical distribution. 5 (11%) indicated sparse geographical distribution 
while 35  commercial banks an equivalent of 77% indicated that they are concentrated 
m major cities and major urban areas

4.2.6 Banks' Branch Expansion

Table B: Banks' Branch Expansion

Branches opened Frequency Percent
Less than 5 7 16
515 20 44
16-30 10 ??
30-50 5 11
Over 50 3 7
Total 45 100

Sourco Research data
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The scores on the number of branches opened in the last five years wore as follows, 
less than 5 branches (7 out 45) commercial banks an equivalent of 16%, between 5- 
15 branches (20 out of 45  commercial banks), 22% indicated that they have only 
openod 1 6 -3 0  branches in the last 5 years, while only 5 indicated that they hove 
opened between 30 and 50 branches lastfy only 3 out of 45  commorciol bonks 
indicated that they hove opened more than 50 branches an equivalent of 7%

4,2.7 Customer Portfolio Sizo 

Table 7: Customer Portfolio Size

Froquoncy Percent
Loss than 100.000 4 9
100.001 -  500,000 customers 29 64
500,001 -  1,000.000 customers 5 11
Over 1.000.000 customers 7 15
Total 45 100

Source: Research data

Results on end year customer base for the respective commercial banks revealed the 
following; Loss than 100,000 (4 out of 45) an equivalent of 9%. Between 100.001-
500.000 customers (29 commercial banks) on equivalent of 64%. between 500.001-
1000.000 ( 5) an equivalent of 11%  and lastly seven (7) commercial banks indicated 
that they had over 1000,000 customers as their end year customer base This was 
Bn equivalent of 15%

4.3 Mobile Banking and Business Strategies

4.3.1 Does Your Bank Offer Any Services Through tho Mobile Phonos of 
Customers?

Tnblo 8: Does Your Bank Offer Any Services Through Tho Mobile Phones of 
Customers?

Froquencv Percent
YES 29 65
NO 16 35
Total 45 100

Source: Research data

Results on the whothor the commorciol banks offer any services through the mobile 
phonos of Customers showed that 29  out of 45  commercial banks (65%) offer 
services through tho mobile phones of customers while 35% of them indicated that 
they don't. The findings imply that majority of the commercial banks do offer services 
through the customers' mobile phones.
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4.3.2 If Yos as Abovo, for W hat Purposes? 

Table 9: If Yes a6 Above, for W hat Purposes?

- Fr Mean Std. Deviation
Request of account balances 25 55 4,20 0 96
Control of account movements 12 24 3 2 7 1.72
Instant payments 4 9 3.10 0 59

i Administration of the account 6 15 2 04 1 53
: Total 45 100
Source. Raneartih lists

Results on what purposes the commercial banks use mobile services for were as 
fallows: request of account scored 55% with a mean of 4.20. The standard deviation 
was 0  96 implying that there was no significant variation on the responses Control of 
account movements was at 24% with a mean of 3.27 and a standard deviation of 
1.72 implying that thero woro variations in tho responses Results on administration 
of the accounts and instant payments scored 15% ond 9% respectively implying that 
they were the least utilized purposes of mobile services by commercial banks.

4  3.3 Tho Extent to  Which Each of tho Following is Important to  Your Bank

Table 10: The Extent to  Which Each of The Following is Important to  Your Bank

Mean
Std

Deviation
| Encourage customers to transact through mobile phones as 
: convenient 427 0.72
1 Educate customers about benefits of using mobile banking more 
i often 3 87 1.59
Give discounts for more usage 2 04 1.81
Reward frequent users of mohile bankinq Services 2 04 1.81
Give privileges to frequent users of Mobile banking services 204 1.81
Give discounts for more usaqc 1 26 1.69
Maintain hiqh quality of Services 4 80 0.53
Use of mobile devices as a customer feedback System 3 09 1 30
Educate customors obout various uses of mobile devices in 
banking 3 03 160
Promote different uses of mobile devices banking
Introduce differential tariffs based on level of adoption of mobile
banking 398 0.95
Introduce differential tonffs based on level of adoption of mobile 
banking 288 1 28

Sot/rc*> Rnn>*rch list A

The findings from Table 10 clearly indicates that the respondents ranked the factors in 
order of importance as follows Maintain high quality of Services with a mean of 4  80 
(very large extent), Encourage customers to transact through mobile phones as
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convenient at 4.27 implying very large extent, Educote customers about benefits of 
using mobile banking more often 3.87 (Large extent). Give discounts for more usage 
2 04  (small extent). Give discounts for more usage at 1.26 impfying no extent. Use of 
mobilo devices as a customer feedback System with a mean of 3.09 implying 
moderate extent. Educate cuotomero about various uses of mobile devices m banking 
at 3 03  (moderate extent). Promote different u30s of mobile devices banking Introduce 
differential tariffs based on level of adoption of mobile banking with a mean of 3.98 
implying large extent and Introduce differentia! tanffs based on level of adoption of 
mobilo bankmg at 2.68 implying small extent Most of the standard deviations were 
greater than one impfying that there were significant variations in the responses

4.3.4 The Extent to  Which Your Bank Uses M arket Development Growth Strategy

Table 11: The Extent to  Which Your Bonk Uses M arket Development Growth 
Strategy

Mean
Std

Deviation
Tarqct a new Mobile banking customer segment 4 27 0.72
Open now geographical bronchos nationally Aided by mobile 
technology 321 1,24
Open new geographical branches regionally Aided by mobile 
technology 2.80 1.59
(jpen new geographical branches Internationally aided by 
mobile technology 1.04 0.81
Sook additional information technology distribution channels 204 1.81

Source Research data

The findings on market development growth strategy ranked as follows; Target a new 
Mobile banking customer segment 4 27 (very large extent), Open new geographical 
branches nationalfy Aided by mobile technology 3.21 (moderate extent). Open now 
geographical branches regionally Aided by mobile technology 2 80  (small extent). Sock 
additional information technology distribution channels 2  04  (small extent) and lastly 
Open new geographical branches Internationally aided by mobile technology with a 
mean score of 1 04  implying no extent There were no significant variations on the 
responses as shown by the standard deviations.
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4.3.5 The Extent to  Which Your Bank Uses Product Development Growth Strategy

Table 12: The Extent to  Which Your Bank Uses Product Development Growth 
Strategy

r
Moan

Std.
Deviation

Target a new Mobile bonking customer sogmont 4.50 0.72
Open new geographical branches nationally Aidod by mobile 
technology 4 00 0.24
Open new geographical branches regionally Aided by mobile 
technology 4.45 0 59

I Open new geographical branches Internationally aided by 
mobile technology 4 45 Q 81
Scok additional information technology distribution channels 4 00 101

Sourc*' P nm a rch dal*

Results on product development strategy were as follows: Target a new Mobile 
banking customer segment 4.50 (very large extent. Open new geographical branches 
nationally Aided by mobile technology 4  00  (Large extent). Open new geographical 
bronchos Internationally aided by mobile technology with a mean of 4 45  (very largo 
extent). Open new geographical branches Internationally aided by mobilo technology 
3.96 (large extent) and finally Seek additional information technology distribution 
channels at 4.00 (large extent). It can be deduced from the standard deviations that 
there were no significant variations in the responses.

4.3.6 The Extent to  Which Your Bank Uses Diversification Growth Strategy

Tnblo 13: Tho Extent to  Which Your Bank Uses Diversification Growth Strategy

Mann
Std.

Deviation
Carrying out anothor businoss related to the Current banking 
business 450 072
Carrying out business unrelated to the Current banking 
business 1.25 0.24

Sourc* Research data

From Table 13 is evident that as far os diversification growth strategy is concerned, 
commercial banks indicated that thoy carry out other business related activities to tho 
current bonking business. This was shown in the results as follows; Carrying out 
another business related to the Current banking business 4.50 (very large extent) and 
Carrying out business unrelated to the Current banking business at 1.25 (no extent). 
There were no significant venations in the responses given by the respondents

42



4.4 Bank Management Perception

4.4.1 Tho Extent to  Which Tho Bank Executive Management Perceive the 
A ttributes of Mobile Banking in Business Expansion

Table 14: The Extent to  Which the Bank Executive Management Perceive the 

A ttributes of Mobile Banking in Business Expansion

Moon
Std.

Deviation
1 Anywhore banking 3 89 072
1 Anytime bankinq 3 97 0.24
Anything banking 2 90 1 59
transcends geographical boundanes 3.79 0.81
Easy to access 3 90 0.81
Secure means of service 2 30 0.67
Reduces costs 390 0.60
Direct customer control of account movements 246 090
Greater processing speed 345 1.39
Accuracy 235 1.26
Convenience 4.00 0 9 0
Real ume service 3.70 1 25
User interface 3.99 089
Mass market delivery mechanism 3.90 050

Sow pc®. Research data

The findings on the extent to which tho bank executives' management perceive the 
attributes of mobilo bonking in business expansion were as follows; Anywhere banking 
3  89  (large extent). Anytime bonking at 3  97 (lorge extent). Anything banking ot 3.90 
(small extent). Transcends geographical boundanes a t 3.79 (large extent). Easy to 
access at 3.90 (large extent). Secure means of service a t 2 30  (small extent). Reduces 
costs at 3.90 (large extent), Direct customer control of account movements at 2 46 
(small extent). Greater processing speed at 3 4 5  (moderato oxtont), Accuracy o t 2.35 
(small extent). Convenience at 4.00 (largo extent). Ronl timo servico ot 3.70 (large 
extent). User intertace 3.99 (large extent) and Moss market dolrvory mechanism at 
3.90 implying large extent. The standard deviation showed that there were no 
significant variations in the responses as far as the perception of the executives 
towards tho attributes of mobile bonking in business expansion is concerned
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Tabic 15: How the Bonk Management Consider the Following A ttributes in Banking 
Business?

4.4.2 How Ooes Your Bank Management Consider the Following A ttributes tn
Banking Business?

Moan
Std.

Deviation
How to communicate with customers 4.58 0.72
How customers Communicate with you 4bU 0.24
Leadership in customer service 4.7b 1 59
Technology leadership 3.00 1 81
Market Share leadership 2 uy 0B1
Banking products leadership 4 00 0 6 7

I Cost effective service delivery 3.90 G GO
( Efficiency w service delivery 4 24 □ on
| Innovation in service delivery 3 BO 0 39
Source: Research data

Tho findings on how the bank management consider the following attributes in banking 
business were as follows: How to communicate with customers at 4.5B (very large 
extent). How customers Communicate with you 4.50 (very large extent). Leadership in 
customer service a t 4 7 0  (very large extent). Technology leadership at 3 0 0  
(modorntc extent). Market Sharo leadership at 2.89 (small extent). Banking products 
loadorohip ot 4 .00 (lorgo extent), Cost effective sorvico dolivory at 3.90 (largo extent). 
Efficiency «n service delivery at 4.24 (lorgo extent). Innovation in service delivery a t 3 60 
(large extent) The standard deviation showed that there were no significant variations

4.4.3 Has Your Bonk Introducod an Application of Solf Sorvico Tochnologios 
(SatB)?

Tnblo 16: Has Your Bank Introducod an Application of Solf Sorvico Technologies 
(SSTb)?

Frequency Percent
YES 45 100
NO 0 0
Total 45 100

Source- Research data

Results on the whether the commercial banks have introduced an application for self 
service technologies (SSTs) showed that 45  out of 45  commercial banks (100%) self 
sorvico technologies.
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4.4.4 II Yes as Above, How are the Following Services Used In Your Bank? 

Table 17: If Yes as Above. How are tho Following Services Used in Your Bank?

Moan
Std.

Doviation

Automated Toller Machine (ATM) 4 80 0 72
[Internet banking 350 0 24
[ Electronic banking 445 0 59

Mobile banking 390 0.81
Source.' Research data

From Table 17 the results are as follows: Automated Teller Machine (ATM) 4  80  (very 
largo extent Internet bonking 3 50  (moderate extent), Electronic banking 4  45  (very 
large extent). Mobile banking 3.90 (large extent) It can be deduced Irom the standard 
deviations that there were no significant vanations in the responses.

4.4.5? How are tho Following Benefits of tho Self Sorvico Technologies (Ssts) 
Regarded by Your Bank?

Table 18: .How are the Following Benefits of tho Solf Sorvico Tochnologios (Ssts) 
Regarded by Your Bank?

Mean
Std

Deviation
I Cost reduction 2.5B 0.52
I Profit Maximization 4 5 0 0 4 0
I Better bank branding 3 00 1.59
t Time saving 3 70 1.81
Convenience 3 90 0.81

[Increased customer comfort 3 39 0 6 7
Quick and continuous access to Information

3 90 0.60
Source Research date

Results on how the benefits of the self service technologies been regarded by the 
commercial bonks were as follows: Cost reduction at a mean score of 2.58 (least 
important), Profit Moximizobon 4 50  (vory important). Better bunk branding at 3 0 0  
(moderately important). Time saving at 3.70 (important). Convenience at 3 90 
(important). Increased customer comfort at 3 39  (moderately important).(largc 
extent) and Quick and continuous access to Information a t 3  90( important The 
standard deviation showed that there were no significant variations in the responses
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4.4.6 How are the Following Benefits of Mobile Banking Regarded by Your Bank?

Tablo 19: How are the following benefits of mobile banking rogarded by your bank?

Mean
Std.

□aviation
[Cost reduction 1 58 1.52
Profit Maximization 3 5 0 1 4 0
Botter bank branding 3 0 0 1 59
Time saving 3.70 1.81
Convenience 3.90 1.81

[Increased customer comfort 3.39 0 6 7
[Quick and continuous access to Information
1 3 9 0 0  60
Soar**' Reaaareh data

Results on how the benefits of the mobile banking as regarded by the commercial 
bonks were as follows: Cost reduction at a mean score of 1 58  (least important), Profit 
Maximization 3 50  (important) Bettor bonk branding at 3 00  (moderately important), 
Time 3avmg a t 3.70 (important). Convemonce ot 3 90  (important), Increased customer 
comfort at 3.39 (moderately important).(largc extent) and Quick and continuous 
access to Information a t 3.90 (important).The standard deviation showed that there 
were significant variations in the responses given that the standard deviations were 
greater than one in most of scores
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CHAPTER 5

DISCUSSIONS. CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

Tho objective of this study was to determine how commercial bonks perceive the 
influence of mobile phones on growth of commercial bonking business in Kenya. Tha 
chapter gives a summary of the discussions, conclusions and recommendations drawn 
after analyzing data

5.2 Discussions

Results on tho whether the commercial banks offer any services through the mobile 
phones of Customers showed commercial banks offor services through tho mobile 
phones services The findings imply that majority of tho commercial banks do offer 
services through the customers’ mobile phones.

The findings on tho purposes the commercial banks use mobile services for imply that 
commercial bonks uso mobile services mostly for accounts request On the other hand 
commercial bonks use mobile services for administration of occounts and instant 
payments to a very small extent

Results on how tho commercial bonks rank the factors that they deem important to 
effective operations revealed that Maintaining high quality of Services. Encouraging 
customers to transact through mobile phones as convenient and educating customers 
about benefits of using mobile banking more often From the findings it may also be 
deduced that commercial banks do not regard introducing different tariffs based on 
the level of adoption of mobile bonking as an important foctor to the bank operations

The findings on market development growth strategy ranked as follows; Torget a new 
Mobile banking customer segment. Open new geographical branches nationally Aided 
by mobile technology. Opon new geographical branches regionally Aided by mobile 
technology. Seek additional information technology distribution channels and lastly 
Open new geographical branches Internationally aided by mobile technology. Thera 
were no significant variations on the responses as shown by the standard deviations 
The results imply that as far market development growth strategy is concerned, 
commercial banks mam focus ts targeting a new mobile banking customer segment 
On the othor hand commercial banks have adopted tho strategy of opening new 
branches new branches nationally aided by mobile technology to a modereto oxtent. It 
can also be deduced from the findings that opening new geographical branches
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rogionaBy aided by mobile technology, seeking additional Information technology 
distribution channels and lastly opening new geographical branches Internationally 
aided by mobile technology were the least adopted strategies by the commercial 
banks.

Results on product development strategy imply that in terms of product development 
strategy, commercial banks have emphasized on the following areas to a large oxtent; 
Targeting a new Mobile banking customer segment, opening new geographical 
branches nationally Aided by mobilo technology, opening now geographical branches 
Internationally oidod by mobile technology and opening new geographical branches 
Internationally aided by mobile technology

From the findings it a  evident that as far os diversification growth strategy is 
concemod, commercial banka Indicated that commercial banks carry out other 
business relotod activities to the current banking business. It is also quite evident from 
the results that commercial banks have not ventured mto businesses unrelated to the 
current banking business

The findings on the extent to which the bank executives' management perceive the 
attributes of mobile banking in business expansion were as follows; Anywhere banking. 
Anytime banking. Anything banking. Transcends geographical boundaries. Easy to 
access. Secure means of service. Reduces costs. Direct customer control of account 
movomenis. Greater processing speed. Accuracy. Convenience. Real time service. 
User interface and Mass market delivery mechanism. The following implications can bo 
drawn; commercial managers perceive the following attributes of mobile banking in 
business expansion as effective; anywhere banking, anytime banking, geographical 
boundaries. Easy to access. Convenience. Real time service. User interface and Mass 
market delivery mechanism Tho factors that tho mongers indicated that were only 
significantly important to a small extent for business expansion purposes were; 
anything banking, Secure means of service, and Direct customer control of account 
movements.

The implications of the findings on how the bank management considers tho following 
attributes in bonking business is that the commercial managers perceive 
communicating with the customers and leadership in customer service as very crucial 
aspects m successful banking business. Attributes that were considered important to 
a small extent were: Technology leadership and Market Sharo leadership
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Results on the whether the commercial banks have introduced an application lo r self- 
service technologies (SSTs) showed all commercial banks have adopted self-service 
technologies ft can be deduced from the standard deviauons that there were no 
significant variations in the responses The findings imply that Automated Teller 
Machines has bocn adopted by all the commercial banks, followed by mobilo banfurg 
then electronic bonking ond lastly internet banking This can be said to bo o step 
towards the right direction 83 far as self-service technologies is concerned.

It was also revealed that os for os the benefits of mobilo banking to  commercial banks 
are may bo summarized as follows Time saving. Profit Maximization Convenience, and 
Quick and continuous access to Information On the other hand commercial banks 
were of the opinion that the following were not the key benefits of mobile banking Cost 
reduction and better bank branding

5.3 Conclusions

Based on tho findings, it can be concluded that majority of the commercial banks do 
offer services through the customers’ mobilo phones. It can also be concluded that 
commercial banks use mobile services for purposes of accounts request Maintain.ng 
high quality of Services is extremely important as far as commercial banks arc 
concerned

Based on the findings on the morket development growth strategy it may be concluded 
that Torgct a new Mobile bonking customer segment in terms of tho morket 
development growth strategy. It may also be concluded that geographical branches 
internationally aided by mobile technology is one of the least strategies used by the 
commercial banks.

Based on the findings on product development growth strategy, it can be concluded 
that targeting a new Mobile banking customer segment as one of the product 
development growth strategies Bdopted by most of the commercial banks As tar as 
diversification growth strategy is concerned, commercial banks indicated that they 
carry out other business related activities to tho current banking business

Based on the findings on the extent to which the bank executives' management 
perceive tho attributes of mobile banking in business expansion it may be concluded 
that onywhorc bonking, anytime banking at Transcends geographical boundaries. Easy 
to access, reduced costs and Convenience are perceived as important attributes of 
mobile banking by the management executives.
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Based on the Results on how the benefits of the mobile banking are regarded by the 
commercial banks it may be concluded that. Cost reduction, Profit Maximisation. 
Better bank branding, Time saving. Convenience. Increased customer comfort and 
Quick and continuous access to Information are the major benefits of mobile banking 
os far as commercial banks are concerned,

5.4 Limitations Of The Study

The study was limited to the perspective of the commercial bank management point of 
view onfy. Most of the Asian owned commercial banks maintained that it is against the 
company policy to give any kind of information to outsiders including researchers

5.5 Suggestions For Furthor Research

The study was conducted in all the commercial banks. The findings can be verified by 
conducting tho same study in other non-commercial banks as well The study findings 
are according to the commercial bonks manogomcnt point of view Tho study con be 
conducted to find out the customers' point of viow,

5.6 Recommendations on Policy and Practice

Commercial banks management should change their perception on cost leadership, 
market share leadership and technology leadership in order to take advantage of the 
mobile banking technology in the growth of the banking industry
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APPENDICES

APPENDIX I:
QUESTIONNAIRE:

PART A.
Gcnortil Information
Ploaso tick or (ill oh appropriate

1. Nom e...... ........... .......................... ............. [OptJonol]
2. Bank... ............... ....................................... . (Optional)
3. Job Title.......... ...... ...... „ ...............................................
4. Department..................................................................

Commorcial Bank Characteristics:
1 .

2 .

7.

How do you classify your bank?
Government owned domestic bank 
Privately owned domestic bank 
Foreign Owned Private bank.

( l 
( ) 
I )

If privately owned as above, whore is the origin of the bank?
• Africon ( ]
• Asian
• American
• European
• Other (Specify)............... .............................

3. For how long has your bank operated in Kenya?
• Less than five years ( )
• 5 - 1 5  years j j
• 16 -  30yenrs ( )
• 31 -50 years ( j
• Over 50  years | j

4. How many branches does your bank have?
• Less than 5  branches ( )
• 5 - 1 5  branches ( )
• 1 6 - 3 0  bronchos
• 31 -50  branches
• Over 50  branches

5. W hat is your branch network distribution?
• Wide geographic distribution ( )
• Sparse geographic distribution
• Concentrated in the c ities / major urban centers ( j

6. How many branches has your bank opened in the last five years?
Less than 5 branches 
5 - 1 5  branches 
1 6 - 3 0  branches 
31 -50 branches 
Over 50  branches

W hat was your ending year customer base?
Loss than100,000 customers
100.001 -  500 ,000  customers
500.001 -  1.000,000 customers

)

( ) 
( ) 
( )
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Over 1.000.000 customers ( )

PARLB:
M obile ^gnkinfl_an(l_bMSinoss strategies

8. Dous your bank offor any services through the mobile phones of customers?
Yes [ )
No ( j
b) If yes as above, fo r what purposes?

Request of account balances [ )
Control of account movements 
Instant payments
Administration of the account [ )

9. Please, indicate the extent to  which each of the following is important to  
your bank on a scale of 1 -  5 where:

5  » Vary largo extent 
A -  Lorgn extant 
3  = Moderate extent 
8  a Small extent 
1 -  No extent

1 2  3 4  5
o Encourage customers to transact ( ) | ) ( ] ( ) [ ]

through mobile phones as convenient
o Educate customers about benefits ( ) ( ) ( ) ( ) ( J

of using mobile banking more often
o Give discounts for more usage ( ) [ ) ( ) ( ) { J
o Reward frequent users of mobilo bonking

Senses ( J ( ) [ ] ( ) { )
o Give privileges to frequent users of

Mobile banking services ( ) ( J ( ) ( ) ( )
o Create membership for current users ( j j ) [ j ( j
o Maintain high quality of

Services ( ] { ) ( ]  [ ] ( )
o Use of mobile devices as a customer feedback

System ( ] ( ) ( J ( ] ( J
o Educate customers about various uses of mobile

devices in banking [ ] ( ) ( ] ( ) ( J
o Promote different uses of mobile

devices in banking [ ] ( J [ ) [ J ( )
o Introduce differential tariffs based on level

of adoption of mobile bonking ( ] ( ] | ) ( J ( J
10. I n  determining the extent to  which your bnnk ubob market development 

growth strategy, please indicate the extent to  which oach of tho following is 
im portant to  your bonk on a scale of 1 to  5.
5 -  Very large extent 
A -  Large extent 
3  -  Moderate extent 
8  -  Small extent 
1 -  No extent

5 4
o Target a new Mobilo bonking customer

segment ( ) (
o  Open new geographical branches nationally

3 2 1

] ( ) ( ) ( )
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o

o

o

11.

o

o

o

o

12 .

o

o

Aided by mobile technology ( J ( ) ( ] ( ) ( )
Open new geographical branches regionally
Aided by mobile technology ( ) ( ) ( J ( ) { )
Open new geographical branches
Internationally aided by mobile technology ( J ( ) ( ] ( ) ( )
Seek additional information technology
distribution channels ( J ( ) ( ) ( ) ( )

In dotormining tho oxtont to  which your bank uses Product dovolopmont 
growth strategy, please indicate the extent to  which oach of tho following is 
im portant to  your organization on a scalo of 1 to  5.
5  - Very large extent 
4 -  Largo extent 
3  -  Moderate extent 
2  -  Small extent 
1 -  No extent

5 4 3 2 1

( ) 

( ) 

( ) 

( )

( ) 

I ) 

( ) 

I )

Develop new bank products targeted to existing 
Customers { ) { ] [ ]
Develop bank products according to the needs of the 
Customers ( ) l  J ( )
Differentiate bank product features for different customer 
Preferences ( ) ( ] [ )
Develop different bank product quality levels to suit 
Your customer pocket (1  [ ) ( )
In determining the extent to which your bank uses diversification growth 
strategy, please indicate the extent to  which oach of tho following is 
im portant to  your bank on o scale of 1 to  5 
5  -  Very large extent 
4 -  Large extent 
3  -  Moderate extent 
2  -  Small extent 
1 -  No extent

Carrying out another business related to the 
Current bonking business 
Carrying out business unrelated to the 
Current banking business

5
the

4 3 2 1

( ) ( ) ( ) ( ) ( )

( ) ( ) ( ) ( ) ( )

PART C.
Bank MBngflgmont Porcoption
13. Please indicate the extent to  which your bank axocutivo management

porcoivos tho following attributes of mobilo bonking in businoos expansion 
on o scalo of 1 to  5.
Where:
5: to a vory large extent 
4; to a large extent 
3: to some extent 
2: to a small extent 
1 :tono  extent at all.
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14

15.

16.

Least extent large extent
1 2 3 4 5

• Anywhere banking ( ) I ( ) ( ) ( )
• Anytime banking ( l I ( ) ( ) ( )
• Anything banking I ) ( ( ) ( ) ( )
• Transcends geographical boundanes( ] ( ( ) l ) ( )
■ Easy to access l ) ( l ) ( l ( )
• Secure means of service l ) ( l ] l ) ( )
• Reduces costs ( ) ( l ) ( ) ( )
• Direct customer control of account
• movomonts ( ) ( ( ) ( ) ( )
■ Greater processing spoed ( ) I ( ) ( ) ( )
• Accuracy ( ) ( t ) ( ) ( )
• Convenience ( ) I l ) ( ) ( )
• Real time service l ) ( ( ) l ) l )
■ User interface I ) ( ( ) ( ) ( I
• Moss market delivery mechanism ( ) ( ( ) ( ) ( )

How doos your bank managomont consider the following attributes in
banking business?

Least important M ost important
1 2 3 4 5

How to communicate with customers I ( ) ( ) ( )
How customers Communicate with you I ( ) ( ) ( )
Leadership in customer service ( I ( ) I )
Technology leadership l t ) ( ) l )
Market Shore leadership I [ ) { ) l )
Banking products leadership I ( ) l l ( )
Cost effective service delivery I ( ) ( l ( )
Efficiency in service delivery ( ( ) l )
Innovation in service delivery ( l ) l ) ( )

b)

Has your bank introduced an application of self-servico technologies (SSTo)? 
Yes ( )
No ( )

If yes ss above, how are the following services used in your bank?
Least Used M ost Used
1 2 3 4 5

Automated Teller Machine (ATM) ) i ) [ ) ( )
Intornet banking ] ( ) ( ) ( )
Electronic banking ( ) ( )
Mobi'e banking ) ( ) ; ( ) ( )

How are the following benefits of the self service technologies (SSTs) 
regarded by your bank?

Least Important Most Important
1 2 3 4 5

Cost reduction ) ( ] ( ) ( )
Profit Maximization ) ( ) l J ( )
Bettor bank branding ] ( ] l ) ( )
Time saving ] ( ) ( ) ( )
Convenience ) ( ) ( I
Increased customer comfort 
Quick and continuous access to

) ) ( ) ( )
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Information ( I l ) l ) t ) I )

How are the following benefits of mobilo banking regarded by your bank?

Cost reduction 
Profit Maximization 
Better bonk branding 
Time saving 
Convenience
Increased customer comfort 
Outck and continuous access to 
Information

Least Important M ost Important]) () [ ] () () lI ([) [ ] () ( [) () (1 ( [) () ( 1] () (J ( I
( ) U  I ) ( ) U

*  '  THANK YOU *  *



APPENDIX II:
COMPLEMENTARY LETTER TO THE RESPONDENTS:

UNIVERSITY OF NAIROBI Onto:
School of Business,
P. 0. Box 30197.
Nairobi -  Kenya.
Tel: + 254  (0 2 0 )7 3 2 1 6 0 .

To Whom It May Concorn:

The bearer of this letter ...____________ ____________________
Rogistrauon number................................. Telephone........... .........is a master of
Business administration (MBA) student at he University of Nairobi 
The student is required to submit, as part of the coursework assessment, a research 
protect report on a given management problem. W e would like the students to do them 
projects on real problems affecting firms in Kenya today.
W o would therefore appreciate if you assist the Btudent collect doto in your 
organization to this end. The results of the report will be used safety for purpose of 
academic research and in no way will your organization be implicated m the research 
findings,
A copy of the report would be availed to the interviewed organization^) on request 

Thank you.

Tho coordinator. MBA program
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APPENDIX III:

LIST OF COMMERCIAL BANKS
1 African Banking Corporation

2 Bank of Barodo Kenya Ltd.
3 Bonk Of India (K) Ltd

4 Barclays Bonk of Kenya Limited
5 Bank of Africa.
6 CFC Stanbic Bank Limited

7 Chortertiouse bank Ltd
Chase Bank (K) Limited

9 City Finance Bank limited,
10 Commercial Bank of Afnca Ltd
11 Consolidated bonk of Kenya Ltd.

12 Co-operative Bank of Kenya Ltd
13 Credit Bank Ltd.
14 Development Bank of Kenya Ltd
15 Diamond Trust Bank of Kenya
16 Dubai Bank Ltd
17 Equotonol Commercial Bank Ltd
18 Equity Bank

19 Ecobank Ltd

20 Fomify Bank Ltd

21 Fidelity Commercial bank Ltd
22

23

Fino Bonk Ltd.

First Community Bank Ltd
24 Giro Commercial Bank
2b Guardian Bank

26 Gulf African Bank Ltd
27 Housing Finance Ltd.
28 Habib Bank AG. Zunch
29 Habib Bank Limited
30 Imperial Bonk Limited.
31 Investments & Mortgages (l&MJ Bank.
32 Konya Commercial bank Ltd
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33 K- Rep Bank.
34 Middle east Bank Kenya Ltd
3b National Bank of Kenya
36 National Industrial Credit Bank
37 Onontel Commercial Bank
38 Paramount -  Universal Bank Ltd.

■39 Prime Bank Limited.
40 Prime Capital and Credit Finance Ltd
41 Sovinga and Loan (K) Ltd
42 Sou thorn Credit Banking Corporation.
43 Standard Chartered Bank (K) Ltd
44 Trans- Notional Bank Ltd
45 Victoria Commercial Bonk Ltd

-------------------------------------------------------------------- ----------------------- ------

Source: Central Bank of Kenya (March. 2009)
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APPENDIX IV:
TABLES, FIGURES AND DIAGRAMS 
Elements of communication

Source: Kotkr (2001) Marketing Management Millennium Ed>uon, New Jersey Prentice HaH, 
pp551

Ansoff Growth Strategy Matrix

M

A

K

K

E

T

P

R

F
S
F.
N
T

N
F.
W

PRODUCT

‘RESENT NEW

Source Hotter (PCiOO) Marketing Monogement Miltenniom Edition, Now Jersey Prentice Ho»,

6K


