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ABSTRACT

The introduction of mobile money transfer servige&enya had a great impact on the
way in which Commercial Banks in Kenya conduct tlily to day business. This state
of affairs compelled the researcher to conduct ghisly on the strategy implementation
challenges of mobile banking in commercial bank¥Kenya. The data was collected
from senior IT staffs of Commercial Banks in Kenyde researcher used an interview
guide to collect data from the respondents. Therwdw guide had different questions
covering the demographic details of Commercial Bailk the general information on

mobile money transfer services in the banking iftgua Kenya and specific information

covering the implementation challenges of mobilekirag in commercial banks in

Kenya. The findings of the study indicate that oeses included improvement in IT
management, thorough research on the customer aeeddevelopment of products to
match such needs to achieve customer expectatiwralan attract new customers. The
most talked about challenge was the customergatitelevels. The banks have also
adopted a marketing system to reach its’ clieraaggdide the use of modern information
and technology system. Based on the findings it beyecommended that commercial
banks streamline transfer service charges and gaxkaf the mobile banking product to
match the one charged by mobile service providespe@ally M-pesa so as to remain

relevant in the sector.
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CHAPTER ONE

INTRODUCTION

1.1Background to the study
Financial services industry over time has openetbupstoric transformation termed as

e-developments which is advancing rapidly in a#taar of financial intermediation and
financial markets such as e-finance, e-money, &ibgre-brokering, e-insurance, e-
exchanges, and even e-supervision (Auta, 2010)ooty to Auta (2010), information
technology (IT) is turning into the most importdattor in the future development of

banking, influencing banks’ marketing and busirssstegies.

The introduction of information technology into lkamarkets dates back to 1846 when
the telegraph reduced stock price differentialsvbenh New York and regional stock
markets (Garbade& Silber, 1978, p. 823). The seamade of IT innovation in retail

finance begun in the late 1950s and lasted up ¢oldke 1960s. Banks introduced
computers to keep up with growth in business volwhd#e, at the same time, solve very
specific problems and automate existing practicesspecific departments (Seeger,
Lorsch, Jay, Gibson & Cyrus, 1974). Auta (2010)eassthat the evolution of banking
technology has been driven by changes in economitaament which include among

others innovations in information technology, inatens in financial products,

liberalization and consolidation of financial maikend deregulation of financial inter-

mediation.

This study was anchored on the reasoned actiomytlieswyeloped by Fishbein and Ajzen
(1975). This theory was used perhaps to explairhtimean behaviors toward the service
provision through technology (Puschel and Mazzd@1,02. According to their theory,

behavioral intention (use technology), was expldibg people's attitudes toward that
behavior and subjective norms. People's attitudeatd a behavior includes behavioral
beliefs; assess the consequences of behavior,csivbjenorms, normative beliefs and
motivations that must be answered (Riivari, 200%)is theory, as long as the behavior
was voluntarily controlled by the individual, carccarately explain the factors

influencing technology adoption (Laukkanen and CA@09).
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According to Financial Sector Deepening Kenya (3088 most recent data available
indicates that only 19% of adult Kenyans reportadifg access to a formal, regulated
financial institution. This leaves more than 80%sale the bracket of the reach of
mainstream banking. This is largely because mae Half of the people in Kenya live in
rural areas where banking services are often ngstemt and their earnings are paltry.
Recent indication of growth in incomes in Kenya lewer is already pushing up demand
for banking services. Initially, the banking indysin Kenya responded to this growing
demand for banking services by opening up new lmakches at the grass roots closer
to their potential customers. However, with the towrously emerging wave of
information driven economy, banks are swiftly resgy to the mobile phones technology
as the channel of choice for the provision of fitiahservices (Njenga, 2009). This is
due to the widespread adoption of mobile phones @véow income regions of Kenya.
Indeed over the last two years, several banks imyKéave embraced mobile banking

technologies, enabling customers to access thek &ecounts via their mobile phones.

1.1.1 Mobile banking

The use of electronic banking technologies (e-bag)kisuch as Automated Teller

Machines (ATMs), Tele-banking, home banking anénmét banking, in the delivery of

banking products and services has increasingly rhecan essential aspect of
contemporary banking systems (Mols, 1998), bechas&ing services are informational

(Bradley and Stewart, 2002) and can be easily aatieinand digitized (Porter and

Millar, 1985). Most banks consider the adoptioredfanking technology as a means to

improve efficiency and performance, and servicdigu@gRobinson, 2000).

The term e-banking is relatively new (Moenaert dndvens, 2000), and several
definitions have been cited in the literature. N#wdess, the majority of banking
technology researchers and practitioners agredhbatoncept of e-banking refers to the
system that enables banks to offer their custoraecgss to their accounts to transact
business and obtain information via electronic camization channels; these channels
can include Automated Teller Machines (ATMs), tedmking, home banking and
internet banking (Turban, 1999).



1.1.2 Strategy Implementation
The discipline of getting things done is what difetiates companies that succeed from

those that just muddle through or fail (Bossidy &idhran, 2006). The global recession
and financial crisis took tremendous toll on busgyeonsumers and governments. There
was huge loss of confidence. Strategies and busimeslels that once worked well no
longer do so. In this regard, leaders must condbiegath forward despite the turbulence
in the business environments created by the dymarimisthe world economy. In many
companies, the management team, are full of idéhsy come up with all sorts of
potential strategies for it, strategies that woumlake their organizations competitive and
profitable. These ideas sound great, but beforg #ne implemented they cannot make

any type of substantive difference in revenue ofit.

Strategy execution is what drives the organizatidong a conceived path to allow
organizations seize and fully exploit the oppottiesi manifesting in the market place.
According to Chetty (2010), the ability to execsteategy is more than even the quality
of the strategy itself. According to Neilson, Marand Powers (2008), well formulated
strategies, can only put an organization on a cdithfgemap but only solid execution
can keep it there. In their survey it was revedhad three out of five of companies rated
weak strategy execution in their specific organaret. Martin (2010) argues that the real
value of a strategy can well be seen through ei@tuln the same regard, Kaplan and
Norton, (2001), further state that, the abilityeteecute a strategy is more important than
even the strategy itself. This is merely becausesifrategy, however good it is if not well

executed then its quality is meaningless to thammstion.

Despite the experience of many organizations, gassible to turn strategies and plans
into individual actions, necessary to produce aigbeisiness performance. But it is not
easy. Many companies repeatedly fail to truly nattvtheir people to work with
enthusiasm, all together, towards the corporates.aMost companies and organizations
know their businesses, and the strategies requicedsuccess. However many
corporations especially large ones struggle tostede the theory into action plans that

will enable the strategy to be successfully impleted and sustained. As with all new



strategies, the chances for failure are high. if want your product to grow and succeed,
you must learn how to make strategies and ideaaldyr (Martin, 2010).

1.1.3 Commercial banks in Kenya
Kenya currently has 43 licensed commercial banksare mortgage finance company.

Of these 44 institutions, 31 are locally owned &Bdare foreign owned. Citibank, Habib
Bank and Barclays Bank are among the foreign-owiimexhcial institutions in Kenya.

The government of Kenya has a substantial stakierée of Kenya's commercial banks.
The remaining local commercial banks are largefyilia owned. Commercial banks in
Kenya accept deposits from individuals and turnrcipby using the deposits to offer

loans to businesses with a high interest rate (CEBK9).

Kenya’'s commercial banking sector comprises of Blipu28 local (private), 11 foreign
(private) and 2 Islamic (private) as at 31st De@20The sector was not affected by the
first round effects of recent financial global @igU.S.A credit crisis), as it had no
exposure to the toxic assets at the heart of ihis ¢CBK, 2009). However, threats to the
sector continued to be posed by the lag effecthetrisis as it spread from the centre,

(CBK, Kenya Bankers Association and Reuters, 2009).

Facilities offered by Kenya Commercial Banks in@utle following: Money telegraphic
transfer by mail, standing order payments, fore@gohange transactions services, issue
of traveler's cheques, discounting of bills of eaxbe and promissory notes, providing
documentary credit to overseas trade, providinglitisgatus information to customers,
offering share brokerage services i.e. buying atithg of shares and stock on behalf of
their customers, operation of safe deposits, ojperatf trust departments, dealing with
confidential share purchases, offering businesssady services, acceptance of various
deposits like fixed and regular deposits and piogdloans and advances

(http://www.kenyaplex.com).



1.2 Research Problem
To survive in today’s business environment, a cagjgamanagement team must be able

to react to changes in the external and internalr@mment. By understanding their
environments, they can locate and correct probleshere they become crippling to them
and finally lead to the death of the company. Tisisvhy Porter (1980) states that
strategy is a concept of competition. He furthgslaxs that the competition may be as a
result of five forces namely: threat of substitpteducts, bargaining power of buyers,
bargaining power of suppliers, threat of new entraand finally the competitive
reactions from competitors in the market. It is @rgiive that an organization does not
ignore its environment while formulating its stigits since this may lead the death of
the organization. The core reason for the existentemost companies is the

maximization of revenues earned and banks are cepénn.

Competition in banking has never been fiercer (MuBlaand Gitman, 2008). Mobile
money transfer service is a technological advanogerttgat has brought about great
changes in the way in which people do businessenyd. As a result many banks have
experienced the need to respond since the use bilenmoney transfer services eats
directly into their revenues.  Mobile money trarskervice has provided Kenya's
unbanked population with the option of reduced £@st well as convenience which was
not provided by the various banking institutionstl®e country.Literature on mediating
factors influencing the relationship between ITowgses and strategic competitiveness

included issues on effective management of IT nessu

In studying competitiveness, Ross et al. (1996)mmented that in a business
environment with a fast-evolving nature and tecbhggtbased operations, the challenge
is not deciding upon the right technology; it is rmmn how to effectively address

changes in organizational roles, structures, aratgsses on adopting a new IT, to
eventually enhance organizations’ competitiven@é® adoption of mobile technology

does not follow a single universal pattern. It ¢@nascribed to differences in mobile
telecommunication infrastructure, types of serviceffer, marketing strategies and the

culture of the consumers (Haratsal., 2005).



Previous studies on mobile telephony and banking OB§ID (2006) focused on

motivating factors to branchless banking, Koivu 2D has focused on banking
modernization through telephony while FSD (2007) ii& report recommends the
adoption of mobile banking in order to bring in tB8% of Kenyans outside the
mainstream banking into the industries. Machiol(®0discussed the effect of mobile
banking on selected macroeconomic factors in Kelwlgchio’s study on mobile banking

came to the conclusion was that there was no diedmtionship between effect of mobile
banking and selected macroeconomic factors. Howehkese studies have not focused
on strategy implementation challenges of mobilekivan facing commercial banks.

Hence, this study seeks to address the questioaf wie the challenges faced by

commercial banks in Kenya in implementing the mebiénking strategy?

1.3 Research Objectives
The study was guided by the following objectives:

I. To determine the challenges faced by commercialkdain Kenya in the
implementation of mobile banking strategy.
ii. To establish how commercial banks were dealing wsiffategy implementation

challenges of mobile banking.

1.4 Value of the Study
The findings of this will be important in highlighg the technological challenges around

the use of efficient software, the higher cost wfchasing the software, the barriers that
hinder inter-bank transaction through the natiosaitch system that enhance fast
mobile-trading. These findings will be important iesigning the strategies by
commercial banks and mobile operators to overcdmeeservice provision-barriers in

terms of policy frameworks.

The findings of this study will add to the litereguon mobile banking and its challenges
that will be of value to scholars interested in maization of banking services through
mobile telephony in Kenya. The big challenge tAatanager may encounter in the field
of mobile banking is customers' attitude and aawpdtf this technology among them To

Study the determinants of "mobile banking adoptio@Sults in better understanding



about beliefs and attitudes that direct potentiadtemers to use new technologies.
Depending on the type of users' attitude, it isspme to create conditions in which the

adoption of mobile banking among customers carxpedited.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This section presents a review of literature on itedimnking implementation challenges
experienced by commercial banks. The review has bagied out across the following

topics: The theoretical foundation of strategy iempéntation, the process, factors and
challenges of strategy implementation. This chaptiéiralso review how to deal with

challenges of strategy implementation,

2.2 Theoretical Foundation
The study was guided by Reasoned Action Theory dednby Fishbein and Ajzen

(1975). This theory was used perhaps used to exfi@ human behaviors toward the
service provision through technology (Puschel arazadn, 2010). According to their
theory, behavioral intention (use technology), xplained by people's attitudes toward
that behavior and subjective norms. People's dé#ittoward a behavior includes
behavioral beliefs; assess the consequences oWibghaubjective norms, normative
beliefs and motivations that must be answered éRii2005). This theory, as long as the
behavior is voluntarily controlled by the individu@an accurately explain the factors
influencing technology adoption (Laukkanen and CA@09).

Behavioral intention measures a person's relatitvength of intention to perform a

behavior. Attitude consists of beliefs about thesemuences of performing the behavior
multiplied by his or her evaluation of these conmsges (Fishbein &Ajzen, 1975).

Subjective norm is seen as a combination of peeceigxpectations from relevant

individuals or groups along with intentions to cdynpiith these expectations. In other
words, "the person's perception that most peopleavl important to him or her think he
should or should not perform the behavior in quest{Fishbein &Ajzen, 1975).

Sheppard et al. (1988) suggest "that more than dfathe research to date that has
utilized the model has investigated activities ¥anich the model was not originally

intended" (p. 338). Their expectation was that miredel would not fare well in such



situations. However, they found the model "perfailregtremely well in the prediction of
goals and in the prediction of activities involviag explicit choice among alternatives."”
Thus, Sheppard et al. (1988) concluded that theeiib@s strong predictive utility, even
when utilized to investigate situations and aaggitthat do not fall within the boundary
conditions originally specified for the model. Thatnot to say, however, that further
modifications and refinements are unnecessary ceglyewhen the model is extended to

goal and choice domains" (p. 338).

Factors such as perceived usefulness, perceivedoéase, credibility, self-efficacy and
financial cost, facilitating conditions and demaqgre characteristics have been
recognized as influences (Luarn and Lin, 2005; Geabt al., 2009 cited in Zhaa al.,
2010). User adoption is one of the key requireméntsealizing technology value and
utilization (Min et al., 2008).

2.3 Strategy Implementation process
Successful strategy execution requires a combimadfovarious aspects. According to

Chetty (2010) the six factors that need to be amsid in order for an organization to
successfully implement its strategy include: obtajntop executive commitment,
generating engagement at all levels, communicatictear tangible strategy, cascading
accountabilities, selecting the best people toediey initiatives, and the ability to
monitor and tract progress. All six dimensions maesimanaged comprehensibly to align

them with the firm’s strategic choices.

Qi (2005) puts forward seven factors for successtitdtegy execution namely adequate
feedback systems, sufficient resources, good lshgeand direction skills, motivation
for all involved staff, communication and coordioat an appropriate company
structure, an appropriate company culture. Breeesal., (2007) points out five key
dimensions of successful execution of businessegtya These five dimensions are the
strategy formulation process, systematic executimp/ementation control and follow-
up, CEO’s leadership and suitable, motivated mamagé and employees, and, finally,

corporate governance (board and shareholders).



2.4 Factors in Strategy Implementation
The introduction of new technology is bound to eaadisturbance within organizations

and to individuals within those organizations adeoltechnologies and systems are
displaced by new ones. The successful implementatioption of any new technology
is principally determined by organizational usea#titudes: employees and managers
build up an attitude and feeling about the new netbgy, and that feeling could direct
them to the adoption or rejection of the propossthmology. Attitude can be a very
powerful enabler or a barrier towards the adoptérihe new technology. Ajzen and
Fishbein (1980) defines the term ‘attitude’ as enplex conundrum of feelings, desires

and fears that create a state of readiness toithgh\a person.

Understanding users’ attitude towards the adopifamew technologies has proved to be
one of the most challenging issues in technologyptidn literature. However, factors
such as innovation characteristics (e.g. perceiusgfulness and ease of use,
compatibility, reliability, security), organizatiah and managerial characteristics (e.g.,
leadership characteristics, fear of loss of autonomear of security breach), and
facilitating conditions (e.g. availability of govenent support and availability of top
management support) have been found as the keyemtfal factors affecting users’
attitude towards adopting the proposed technolbgigstem. Targeted users may reject
the new technologies for several reasons. Absefcaeser involvement, lack of an
understanding, technical difficulties, lack of himig, and insufficient support from top
management and perceived complexity, are considasedhe main causes of user
resistance. Moreover, users may reject some tegbiesl because technologies are not

compatible with their values, beliefs, and pastegignces (Fichman and Kemerer, 1999).

2.5 Challenges of Strategy Implementation
In a study of strategy execution obstacles Del2§l0Q) examined “the six strategy

killers” of strategy execution, as pinpointed byaBand Eisenstat (2000). He established
that indeed four of those factors were particularlyolved in hampering or rather
hindering strategy execution. Specifically thesetdes are: lack of effectiveness from

senior management, secondly is the top-down osdaifaire senior management style,
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thirdly is the lack of clear strategies as wellcasflicting priorities and finally was the
lack of coordination across functional boundaries.

Moreover, DelLisi also established that other tHaen four factors mentioned there are
other potential reasons that can result into failofrthe strategy execution process, these
are: the lack of knowledge of strategy and thetesfaprocess; the lack of commitment
to the strategic plan; the lack of effective commation regarding the strategic plan and
the lack of reward structures for people involvedhe strategy execution process. Also
issues like the aspect of inability of people ttate the strategy to their work; lack of
accountability from those responsible in executidittle attention paid by senior
management to the strategic plan; little considemato reinforce, which include culture,
structure, processes, IT systems, management sysésmwell as human resource

systems, as such they act as inhibitors; peopteglaiven by short-term results.

The current study summed up these actors into tifreamely; operations, strategy and
people, in a bid to establish the strategy exenupoocesses among multinational
companies in Kenya. The three factors included hia turrent study are, unclear
strategies, lack of coordination across functidmalndaries as well as the management
style. The current study seeks to establish howirteraction of these three aspects

brings about successful strategy execution.

2.6 Dealing with Challenges of Strategy Implementain
Empirical support for the relationship between ubefss and attitude has been provided

by a number of studies (Adams, Nelson and Todd2188athieson, 1991). Although
these studies have been limited to job-related est®twhere few information system
alternatives are available, perceived usefulngsbuaties, such as convenience, intuitively
apply to the competitive e- service context. Thisw has been supported by the
marketing literature findings that convenience,isgtime and money, being in control
and avoiding interpersonal interaction are somehefbenefits that customers seek in
self-service technology (Reardon & McCorckle, 200&uter, Ostrom, Roundtree &
Bitner, 2000; Dabholkar, 1996). This relationshastalso been recently observed in the
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context of e-service use. (Gefen, Karahana& Str&0)3 and Chen, Gillenson &
Sherrell, 2002)

Some studies found strong support for perceivedulmess during post-acceptance
stages (Gefen et al., 2003) while other studiesreff only mild support (Bhattacherjee,
2001; Bhattacherjee, 2001). This paper expectss#iy® association between the user
beliefs about the usefulness of M-banking serviaed their continuance intentions.
Aspects of m-banking services that influence custsirperception of the usefulness of
the m-banking product include the matching betwtgen m-banking product and the
customer need, pricing and reliability of the prodwith respect to informal channels
(Indrani et al., 2009).

Multiple channels of communication should be usedptomote the adoption of an
innovation. Never expect one report, one presemtatone telephone call or one
conference to accomplish everything. Successfugnams need to be carefully
conceived and carried out. Human contacts argaringredients, and need to be used
along with good written and visual materials. Téhesaterials are useless without an
understanding of the needs, limitations and probl@hthe user. Change agents can
bring innovation for the user by examining theiegonceived notions about the way
things should be done. Personnel have to be iigedptchange themselves, they have to
be able to evaluate new ideas objectively andlssie users --not as they have been --but
as they might be.

12



CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction
This chapter provides a discussion of the researetihodology that will be used in this

study. It discusses the research design espeurdhyrespect to the choice of the design.
It also discusses the population of study, samptesampling techniques, data collection

methods as well as data analysis and data presenta¢thods employed in the study.

3.2 Research Design
The research was descriptive surveys design tha seeking to investigate the

challenges in mobile banking implementation whichswa new phenomenon in the
Kenyan banking sector. Descriptive research inwblyathering data that describe events
and then organizes, tabulates, depicts, and desciibe data collection (Glass &

Hopkins, 1984).

The research design had been chosen becausesoiitédbility for the phenomenon not
sufficiently known, the purpose being to provid@lexations and comprehension of such
little understood phenomenon. Previous studies kg &t al (2007), on M-commerce
implementation, Njenga (2008) on mobile phone hagkand CBK (2008) on bank
charges and lending rates have employed survegrdastheir approaches, thus, forming
grounding for the success of this design in thiglgiQuantitative data was collected

through survey while qualitative data was colledtedugh key informant interviews.

3.3 Population of study

According to Cooper and Schindler (2000), a poputais the total collection of elements
about which we wished to make inferences. The tgsgpulation in the study was both
management and non- management staff of the 43 eocrah banks in Kenya and are
based in Nairobi. It was easier to carry out threeaech from a sample rather than from the
entire organization due to the logistical aspedts large organizations. A census survey

was done on all the commercial banks operatingamd¥i..
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3.4 Data Collection
Primary data was collected. This was because lwed direct communication with

respondents through a questionnaire. A questioamasimply a ‘tool’ for collecting and

recording information about a particular issuergérest. It was mainly made up of a list
of questions, but should also include clear instons and space for answers or
administrative details. Questionnaires were digted amongst the 43 respondents from

all the banks in this study.

The questionnaire captured in section A: the deaggc information of the respondents,
in section B: the challenges of strategy implemi@man mobile banking and in section
C: how commercial banks are dealing with the im@etation challenges in m-banking.

A self-administered questionnaire (appendix, 1) used in collecting data.

In this study, the banks’ e-banking personnel w&rebe the main respondent.

Information on the mobile banking services offeréd level of adoption of the service,

volume of mobile transactions, security of the agplon, the set up requirements among
the information sought; and the bank-and consurased challenges facing the mobile
banking services. The respondent were importahtghlighting the software constraints

experienced at the provider and consumer endsintegbank transfer constraints, the
operational costs and the various consumer atsttig& hinder the effectiveness of M-

banking. A key informant interview guide (Append®),was used to collect data.

Secondary data was used in forming the backgrounthis study. A longitudinal

approach to study the 3 years trends of mobile ipgn&ontent analysis was reviewed.
Census of all registered 44 operational commetmaks in Kenya as per Central Bank
of Kenya (CBK) record for the study period 2005-208econdary sources were used to

form the discussion of the findings of this study.
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3.5Data analysis
This study used the quantitative method of datdyaisa Data was coded and cleaned after

fieldwork. To ensure easy analysis, the questioreawere coded according to each
variable of the study to ensure the margin of ewas minimized to ensure accuracy

during analysis. The quantitative analysis wasiagdplsing descriptive statistics.

According to Denscombe (1998) descriptive stassitiwolves a process of transforming a
mass of raw data into tables, charts, with frequehstribution and percentages which are
a vital part of making sense of the data. Data avedyzed using statistical software in the
name of Statistical Package for Social ScienceS8mrogram and Excel to compute
descriptive statistics for the collected set ofadahd interpret results which were then
presented using tables and bar charts to givea pieture of the research findings at a
glance.
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CHAPTER FOUR
DATA ANALYSIS, INTERPRETATION AND DISCUSSIONS

4.1 Introduction
This chapter presents the results and findingd®ftudy on the research questions with

regards to the data collected from the respond@his.respondents targeted in the study
were employees of the 42 licensed banks. A total(fesponded which is indeed 95

percent of the sample size.

4.2 Background Information
The background information has indeed been coreidereaningful by the researcher,

this is because of the role it plays in enabling tinderstanding of the logic of the

responses given by the respondents of each regpéetnk.

4.2.1 Type of Institution
Table 4.1 provides a summary of the respondentswére engaged in the survey on the

basis of the type of institution they were workiog

Table 4.1: Type of Institution

Type of Banking DISTRIBUTION
Institutions Frequency Percentage
Publicly Owned Bank 20 50
Privately Owned Bank 10 25

Foreign 5 12.5
Islamic 5 12.5

Total 40 100

Source: Survey Data, 2013

The results of the study show that indeed 50 pérokthe total respondents were from
the publicly owned banks, while the remaining 5€cpat were from the privately owned

banks, foreign as well as Islamic banks.
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4.2.2 Branch Network All Over Kenya
The study sought to find out if the banks undewsyihad branches all over Kenya. The

results of the respondents view in this mattersaevn in figure 4.1.

23.8%

76.2%

O Yes Bl No

Figure 4.1: Branch Network All Over Kenya
The study findings indicate that indeed slightlyren¢han three quarter (76.2%) of the

respondents reported that their banks had branalhesver Kenya whereas the rest

(23.8%) said that it didn’t have.

4.2.3 Banks Operating Internationally
The study sought to find out the number of banksested, that operate internationally.

Table 4.2 provides the results of the study finding
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Table 4.2: Banks Operating Internationally

Frequency Percent
No 16 40.0
East African Region only 12 30.0
Africa only 5 12.5
The whole world 7 17.5
Total 40 100.0

Source: Survey Data, 2013

The study findings indicate that 40percent of #&&pondents reported that their banks did
not operate internationally, 30 percent said theirtbank operate in East African Region
only, another 17.5percent said that they operatbarwhole world whereas 12.5percent

said that they operate in Africa only.

4.2.4 Years of using Mobile Banking
Table 4.3 provides the results of the study findimgth regards to the years of using

mobile banking.

Table 4.3: Years of Using Mobile Banking

Years DISTRIBUTION
Frequency Percent

Less than 1 year 1 2.5

2-3 years 12 30

5 years 25 62.5

More than 5 years 2 5

Total 40 100

Source: Research Data, 2013
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The study findings show that indeed the majorityhaf banks were making use of mobile

banking. Specifically 2.5percent of the respondéatge used mobile banking less than 1

year. Consequently 30 percent of the respondenie liged it between 2-3 years,

62.5percent of the respondents for 5 years anddepe more than 5 years respectively.

4.3 Challenges in Mobile Banking Implementation

The study sought to first establish the challengksnobile banking implementation

before analysing the various ways in which banketdealt with these challenges.

4.3.1Ranking of Organization Challenges

Table 4.4: Ranking of Challenges

N Cfvarl Rank Mean Std. Deviation
Network security? 40 3.41 .749
0.26 4
Technological dynamics? 40 2.56 .843
0.28 2
Poor staff attitude? 40 3.50 .894
0.24 6
Inadequate staff training? 40 3.38 .619
0.25 5
Remote infrastructure? 40 2.59 .553
0.27 3
Customer literacy levels? 40 2.82 .891
0.36 1
Inadequate nationwide 40 3.71 .581
10
cellular coverage? 0.22
Inadequate Funds 40 6 3.50 .643
0.24
Verification of customers? 40 3.50 .674
024  °
CBK regulations? 40 19 3.38 719
0.23
Government regulations? 40 3.71 .581
027 10
Procurement procedures? 40 3.71 .581
029 10
Number of customers? 40 3.81 .449
021 13
Power Outage 40 14 3.86 .343
0.20

Source: Survey Data, 2013

As seen in the table customer literacy stands auttte leading challenge to

implementation of mobile banking This is followeg technology dynamics, network
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infrastructure, network security, goals, dequate staff training respectiv. This is an
indication that indeebanks have to improve on customer education on lsdblainking.
Banks also need to enhance network securities andedl invest more on netwo

infrastructures. This is well depictec figure 4.2.

_ _ 69%
Technological dynamics

= 44%
Number of customers
= 48%
Procurement procedures?
Government regulations

) 56%
CBK regulations

Verification of customers W Very Great Extent

66%
Network security W Great Extent

— 47% M Moderate Extent
Inadequate nationwide cellular coverage
m Little Extent

72%
Customer literacy levels B Notat All
67%
Remote infrastructure
63%
Inadequate staff training
8%
Poor staff attitude
S— 5‘1 0
Power outage
P— 5507
Inadequate funds
40% 60% 80%

Figure 4.2: Challenges to Implementation of MobildBanking

4.4 Strategies for Challenge
The study further sought to establish the stratethiat can be employed by commer:

banks in Kenya to deal with the challenges of imm@ating mobie banking. These

findings are presented in figure ¢
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Technological research?
Use of firewall?

Marketing of the product?
%
Trainingof customers?

m Very Great Extent

;
Use of secret access codes: B Great Extent

Use of power backup (UPS)? B Moderate Extent

m Little Extent
Product pricing? B Not at Al
Refresher training of staff?

Staffincentives?

Training of staff?

0% 10% 20% 30% 40% 50% 60% 70% 8%

Figure 4.3: Strategies for Challenge
As seen in the figure, majority of the respondemése in agreement that in order

banks to deal effectively with the challenges obitebanking, there ineed to employ
the above strategies, which incluTraining of staff, staff incentives, refresher tiaig
of staff, product pricing, Use of power backup (JR&e of secret access codes, trail

of customers, marketing of the product, use ofifakk as well as technological reseal

Table 4.5 furthepresents a summary of the study findings with rédgarthe long tern

strategies employed by the various ba
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Table 4.5: Strategies put in place to accommodatbé Mobile Banking Ecosystem

Statement Not | Likely | Very | Highly | Mean | S.D
likely likely | likely

1.Mobile banking as an alternative distriby 8.0 12.0 38.0 42.0 3.68 0.112

channel of funds

2.Mobile banking as a source of revenue 8.1 11.84.0 46.0 3.45| 0.123

3.Mobile banking asraimage product to shf 5.0 | 5.0 35.0 55.0 3.79 0.148

how the bank has embraced technology

4. Mobile banking as a tool for increag 7.0 15.0 33.0 45.0 3.41 0.279

customer satisfaction

5.Mobile banking as a tool for offer| 5.0 10.0 19.0 69.0 3.81 0.119

services to customer-“anywhere at any time”

In most of the responses to the above statemdmsmean is between three and four.
Although the majority of respondents regarded naolimbnking as a tool for offering
services to customer-“anywhere at any time” (theambeing 3.81). Respondents rated
mobile banking as a tool for increasing customdisfeaction neutral, therefore likely.
Similarly, the results showed that the respondeig® mobile banking as likely to be an
alternative distribution channel of funds (mean83.6n the same regard, respondents
believed mobile banking is very likely to be an gagroduct to show how the bank has
embraced technology (mean 3.79). All these findiregorded a mean of more than 3.4

which is a clear indication of how highly ratedyheere.

4.4.1 Agency Banking
Figure 4.4 presents a summary of the study findmitjs regards to the respondents view

on the aspect of banks offering agency banking.
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M Yes
B No

= Plan in Progress

Figure 4.4: Agency Bankinc

As seenin the figure 24 percent of the respondents haveeutualized agency bankir
while 55 percent of the banks are yet to concei@gency banking. The remaining

percent have it in their plai

4.4.2 Relationship Marketing
Figure 4.5presents a sumrmry of the study findings with regards to the aspet

relationship marketing by ban

0% 2%

M Yes
H No

= Somewhow

Figure 4.5: Relationship Marketing

As seen in the figure the majority of the respornsl€d8 percent) believe that their bau
practices relation ship marketing. s is a clear indication that indeed kenyan bz

promote relationship marketing through giving imh@tion to core target groups such
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Sending birthday messages to junior customers, ifgndroduct information and
promotion activities to the youths, Sending foreexthange information to the business

people.

4.5 Discussion of Findings
The study concludes that there are a number ofectgds that influence mobile banking

strategy implementation. This includes: inadequiateds, power outage, poor staff
attitude, inadequate staff training, remote infuature, customer literacy levels,
inadequate nationwide cellular coverage, networtusty, verification of customers,

CBK regulations, government regulations, procurenpeocedures, number of customers

as well as technological dynamics.

It can therefore be concluded that customer liteistands as the leading challenge to
implementation of mobile banking. This is followeg technology dynamics, network
infrastructure, network security, goals, and inadeg staff training respectively. This is
an indication that indeed banks have to improvecastomer education on mobile
banking. Banks also need to enhance network sesu@ind as well invest more on

network infrastructures.

Additionally it can be concluded that in order foanks to deal effectively with the
challenges of mobile banking, there is need to eynghe above strategies, which
include: Training of staff, staff incentives, redher training of staff, product pricing, Use
of power backup (UPS), use of secret access ctrd@sing of customers, marketing of

the product, use of firewall as well as technolabresearch.
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction
This chapter consists of four sections, namely samgmdiscussion, conclusions, and

recommendations following that order. The firsttgm provides a summary of the
important elements of the study which includes shely objectives, methodology and
the findings. The second section discusses therrfiagbngs of the study with regards to
the specific objectives. The third section discagbe conclusions based on the specific

objectives, while using the findings and resultsollare obtained in the fourth chapter.

5.2 Summary of Findings
This study sought to determine the challenges fageatbmmercial banks in Kenya in the

implementation of mobile banking strategy. The gtadso sought to establish how
commercial banks are dealing with strategy implagat@n challenges of mobile
banking.

The study engaged the use of a descriptive resed@slgn in order to obtain the
necessary data as it facilitated primary data cbtla as a means of getting into the
research objectives. The population under studidieel the mainstream employees of

fully fledged commercial banks.

The target population in the study was both manageé@nd non- management staff of the
43 commercial banks in Kenya. It was easier toycaut the research from a sample rather
than from the entire organization due to the locgdtaspects of large organizations. A
census survey was done on all the banks in NaRobiary data was collected by the use
of questionnaires which were pilot tested to ensbet¢ there was reliability as well as
validity of the data collected. Thereafter codirighee data was done and then the data was
analysed using Microsoft Excel as well as SPSSderoto come up with the descriptive
statistics for instance frequencies and percentaes results of the analysed data were
presented through figures, tables, pie-charts aaphg.
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The study revealed that customer literacy stands asuthe leading challenge to
implementation of mobile banking. This is followeg technology dynamics, network
infrastructure, network security, goals, inadequstdf training respectively. This is an
indication that indeed banks have to improve ortazusr education on mobile banking.
Banks also need to enhance network securities andedl invest more on network

infrastructures.

Additionally it was revealed from the study thatjondy of the respondents were in
agreement that in order for banks to deal effeltiweith the challenges of mobile
banking, there is need to employ the above stredegvhich include: Training of staff,
staff incentives, refresher training of staff, puotipricing, Use of power backup (UPS),
use of secret access codes, training of custonmessketing of the product, use of

firewall as well as technological research.

Finally the study revealed that although the majoaf respondents regarded mobile
banking as a tool for offering services to custofia@ywhere at anytime” (the mean
being 3.81). Respondents rated mobile banking asoa for increasing customer
satisfaction neutral, therefore likely. Similariyhe results showed that the respondents
view mobile banking as likely to be an alternatdistribution channel of funds (mean
3.68). In the same regard, respondents believedlenbanking is very likely to be an
image product to show how the bank has embracdthodmgy (mean 3.79). All these
findings recorded a mean of more than 3.4 whichdkear indication of how highly rated

they were.

5.3 Conclusions of the Study
The study revealed that customer literacy stands asuthe leading challenge to

implementation of mobile banking This is followeg technology dynamics, network
infrastructure, network security, goals, inadequstdf training respectively. This is an
indication that indeed banks have to improve ortacusr education on mobile banking.
Banks also need to enhance network securities andiedl invest more on network

infrastructures.
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This finding is in line with a study of strategy emution obstacles DeLisi (2001)
examined “the six strategy killers” of strategy exton, as pinpointed by Bear and
Eisenstat (2000). He established that indeed @duthose factors were particularly
involved in hampering or rather hindering strategecution. Specifically these factors
are: lack of effectiveness from senior managensstdondly is the top-down or laissez-
faire senior management style, thirdly is the latklear strategies as well as conflicting

priorities and finally was the lack of coordinatiaaross functional boundaries.

The study findings also affirms what, DeLisi estsited that other than the four factors
mentioned there are other potential reasons thatresult into failure of the strategy
execution process, these are: the lack of knowledgdrategy and the strategy process;
the lack of commitment to the strategic plan; thekl of effective communication
regarding the strategic plan and the lack of revsindctures for people involved in the
strategy execution process. Also issues like tipeasof inability of people to relate the
strategy to their work; lack of accountability fraimse responsible in execution; Little
attention paid by senior management to the stratgdmn; little consideration to
reinforce, which include culture, structure, praeess IT systems, management systems
as well as human resource systems, as such theg adtibitors; people being driven by
short-term results.

Additionally it was revealed from the study thatjondy of the respondents were in
agreement that in order for banks to deal effeltiveith the challenges of mobile
banking, there is need to employ the above stregegvhich include: Training of staff,
staff incentives, refresher training of staff, pnotpricing, Use of power backup (UPS),
use of secret access codes, training of custonmessketing of the product, use of

firewall as well as technological research.

This finding affirms indeed convenience, savingeiand money, being in control and
avoiding interpersonal interaction are some of libaefits that customers seek in self-
service technology (Reardon & McCorckle, 2002; MeuOstrom, Roundtree & Bitner,
2000; Dabholkar, 1996). This relationship has #@sen recently observed in the context
of e-service use. (Gefen, Karahana& Straub, 20@3Ciren, Gillenson & Sherrell, 2002)
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The study findings also aligns with the studiesjohtiound strong support for perceived
usefulness during post-acceptance stages (Gefan @003) while other studies offered
only mild support (Bhattacherjee, 2001; Bhattaderj2001). Aspects of m-banking
services that influence customers’ perception efubkefulness of the m-banking product
include the matching between the m-banking produactthe customer need, pricing and

reliability of the product with respect to informzilannels (Indrani et al., 2009).

The findings further affirm that indeed multipleaszinels of communication should be
used to promote the adoption of an innovation. ddeexpect one report, one
presentation, one telephone call or one conferemeecomplish everything. Successful
programs need to be carefully conceived and cawigd Human contacts are critical
ingredients, and need to be used along with goatlewrand visual materials. These
materials are useless without an understandingeohéeeds, limitations and problems of
the user. Change agents can bring innovation f@ tser by examining their

preconceived notions about the way things shoulddbee. Personnel have to be
receptive to change themselves, they have to b= tabévaluate new ideas objectively

and see their users --not as they have been shiheg might be.

5.4 Recommendations of the Study
Mobile money has indeed affected the banking sertoKenya both positively and

negatively. The positive aspect involves the inoiitbn of mobile financial activities
which enables accessibility of funds to customesytime, anywhere” by commercial
banks. The negative aspect involves a decreaseeimumber of customers visiting the
banking halls and decrease in the number of traéiesscof other methods of money
transfer like western union and money gram Thisetloee calls for enhanced efforts to
bring about creativity and innovation in order tmmote the competitive nature of the
banking industry. The researcher therefore recomdsiéhe continuous introduction of
brand new financial products and services in otdeadvance economies and financial
liberalization and thus bring about the adoptiomeW products and services in emerging
markets. The charges of other money transfer sss\sbould be streamlined to match the
ones charged by mobile service providers espediblpesa so as to remain competitive in

this sector
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The banking institutions should integrate the nobgichnology into their financial system.
They should use the Importance/Performance grial sisategic tool for the development
of strategies as it gives a clear pictorial presgorh of the factors that are critical for
resource allocation. From the Importance/Perforreagdd, it is important that the

financial institutions wanting customers to use &edsatisfied with banking technology
must implement personalized aspect to the sereiceXample getting to understand what

the customer needs and act as per the demands.

5.5 Limitations of the Study

Whereas no effort was spared in ensuring the abgdf the study was achieved, the
researcher faced some challenges that limitedxXtemeto which the study be done. Time
was a key limitation during data collection and lgsia. There were cases of travelling
constraints as the researcher had relocated outsédeountry during the study. Other
main limitation was during data collection as inm& cases the respondents were
unavailable delegating their responsibility a caséch limited the extent of information
availed to researcher. The study focused on a sengitive area of Strategy in the
banking industry thus limiting the extent of infaation provided by respondents. Also,
the study was cross-sectional collecting data atmwint of time. A Longitudinal study

would be useful in order to compare the challermyes a long period of time.

5.6Suggestions for Further Research

The researcher conducted a survey in the bankitigstry in Kenya and recommends
that a study should be carried out to determingotirameters of the customer’s “zone of
zero tolerance”. This will enable managers to usided at what point customers cease to
be satisfied with core service they are receivifige researcher also recommends that a
study should be carried out to establish the chg#e encountered by the customers in

the process of using mobile banking in the serdileery.
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APPENDICES

Appendix I: Introduction Letter
Salome N Abuga

University of Nairobi
School of Business
P.O Box 30197- 00100,
Nairobi

September, 2013

Dear Sir/ Madam,

RE: DATA COLLECTION

| am a student undertaking a degree in Masters ugir@ss Administration at the
University of Nairobi. | am carrying out a resdaron “Strategy Implementation

Challenges of Mobile Banking in Commercial Banks irKenya.”

You have been selected to form part of the studpaedents. This is to kindly request
you to respond to the interview | will conduct. Tinformation you provide will be used

solely for academic purposes and will be treateti wimost confidence.

A copy of the final report will be availed to yogpan request. Your assistance will be

highly appreciated.

Yours truly,

Salome N Abuga Martin Ogutu
Researcher Supervisor
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Appendix 11

Survey Questionnaire

Section A: Bank background

1. Under what category would you classify the owngrsifiyour bank

1. Local public

2. Local private

3. Foreign

4. lIslamic (private)

5. Other (specify)
2. Does your bank have branches all over Kenya?
Yes []
No []
Don’t Know []

3. Does your Bank operate internationally?

No []

East African region only [ ]
Africa only [ ]
The whole world []

4. The number of years a commercial bank has beeg Wibanking
1. <lyear

2-3 years

3-4 years

5 years

5 years & above

akrwbd
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Section B: Mobile Banking Challenges

To what extent does your bank face each of thevatig challenges of mobile banking?
Use a five-point scale where: 1= not at all, 2#idiextent, 3= moderate extent, 4=great
extent and 5= very great extent. Tick accordinglyhie following table.

No. Challenges in M-banking implementation 1 2 3 4 |5
1. Unreliable IT system?

2. Inadequate funds?

3. Power outage?

4. Poor staff attitude?

5. Inadequate staff training?

6. Remote infrastructure?

7. Customer literacy levels?

8 Inadequate nationwide cellular coverage?
9 Network security?

10 Verification of customers?

11 CBK regulations?

12 Government regulations?

13 Procurement procedures?

14 Number of customers?

15 Technological dynamics?
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Section C: Strategies for Challenges.

To what extent do you apply each of the followitrgtggies to deal with mobile banking
challenges? Use a five-point scale where: 1= ndillat2= little extent, 3= moderate
extent, 4=great extent and 5= very great extewk &ccordingly in the following table.

No. | Strategies for challenges 1 2 3 4 5

1 Training of staff?

2. Staff incentives?

3 Refresher training of staff?

4 Product pricing?

5 Use of power backup (UPS)?

6 Use of secret access codes?

7. | Training of customers?

8. | Marketing of the product?

9. Use of firewall?

10. | Technological research?

SECTION D: LONG TERM STRATEGIES
In your opinion some of these strategies if appliedr are being applied likely to have
the stated impact in your bank?

(Please tick the numeric value corresponding to youypersonal answer)

Long term Strategy Not likely | Likely Very Highly
1 2 Likely3 | likely 4

1.Mobile banking as an alterna

distribution channel of funds

2.Mobile banking as a source of revenue

3.Mobile banking as an image produg
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show how the bank has embrsa

technology

4. Mobile banking as a tool for increas

customer satisfaction

5.Mobile banking as a tool for offer

services to customéanywhere i

anytime”

4. IS the bank offering services through agents- agbaoking?
o Yes
o No

o Plans in progress
5. In your opinion, do you think taking the services#r to the customer through
agency banking is a strategy for coping with mobilanking competition? Pls.

224 0] =1 o PP

6. Do you promote relationship marketing through givinformation to core target
groups such as; Sending birthday messages to jurustomers, Sending product
information and promotion activities to the youtBgnding foreign exchange information
to the business people.

o Yes

o No

0 Some how
7. In giving the above information no.8 do you thinkvigg this information
customized for individual preference provide vaksded to customer thus enhancing

customer satisfaction? PIS. €laborate. .......coo vt e



8. ANY Other COMMENT? .....ooiiiiiiiiieee e

Thank you for taking your time to answer the quesinnaire
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Appendix Il

Key Informant Interview Guide

What is your opinion about the rapid increase obanking in Kenya?

What are the necessary grounds for mobile banknmementation?

Is the Kenya market prepared for absorption of mkbvey products?

What are the benefits accrued by commercial bamsigh mobile banking?
What are the bank-related challenges that may tatfex effectiveness of
mobile banking?

What are the consumer-based challenges that aftbet effective
implementation of mobile banking?
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