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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

The rapid development of mobile technology hascadig the banking industry globally.
Studies have shown the usefulness of mobile bankmndacilitating the financial
transactions between banks and their customersr{L.2005). Assertions have been made
that many western research entities still stickh®thought that mobile usage remains the
preserve of the somewhat well off (Tiwari & Buge07). Wallage (2005) argues that the
big benefit for mobile banking in African countriesthat a good number of those players
have little or no existing business in Africa, asgk mobile banking as an opening rather

than a threat, to their business models.

There is a growing partnership between financiatitation and non-financial service

providers where consumers use services such aslemwmdnking, to transact and clear
utility bills through shared IT platforms. Banksdaother financial institutions have moved
to mobile banking in their efforts to cut costs lghinaintaining reliable customer service
(Mosota, Okiba, & Nyang'au, 2015). It had been gd#i@ that more than 32 million

households in Kenya used mobile banking in 20129@#® et al, 2015). However, as the
industry embraces these new opportunities they haveontend with issues and face
challenges that arise in the context of bankinksris

The strategic choice that a bank makes in resptunee issues and challenges of mobile
banking, will determine the future of the bank simoobile banking is the way forward in

reducing costs and remaining competitive. The ntaiastion was, how to establish it

without severe organizational problems. In Kenyaréhhas been low uptake of mobile
banking and there is a clear gap in identifying wiptake has been slow. Here mobile
banking refers to using a mobile device to access€ial services from the bank (Petrova,
2002)



1.1.1. Mobile banking

Mobile banking, sometimes referred to as m-bankamgm-commerce, is a form of
branchless banking. Mobile banking is defined as wlse of mobile phones, Personal
Digital Assistants (PDAs), or other portable desiamnnected to telecommunications
networks, to facilitate banking services such aseyotransactions/transfers, and other
financial services linked to customer bank accouisiz, Albuquerque, & Cernev,
2011). A mobile payment, on the other hand, ingsla customer, “...paying for a product
or service using mobile technology” (Internatiofa@lecommunications Union, 2011).
Many scholars separate mobile banking from mobileney transfers. Without the
enabling framework of a mobile banking system, riepayment services would not exist,
as they rely on the same banking instruments ahakevaccounts that mobile banking

systems operate on.

1.1.2. Mobile Banking Utilization

Globally, mobile banking utilization is widely aqued. Lee (2009) from Korea
investigates factors affecting trust in satisfactwith mobile banking in Korea. He looks
at three quality factors, namely system qualifgfimation quality and interface design
and how these affect customers’ trust and satisfacin China, mobile banking is widely
accepted, and there is evidence of high growthaat®nic banking. It has the potential to

develop into a world scale internet economy (Lafé&&i, 2005).

In Africa, several studies have been done on mdimleking. Donner (2008) discusses
research approaches to mobile use in the developonigl and some of the key barriers in
adopting services. Lack of infrastructure and fixeds have led to mobile device being a
crucial mode of communication, and has a huge impacthe welfare of the people in
poorer countries. In Tanzania for example 97% ef pbpulation live in the mobile foot
print (Taylor & Francis, 2008).

In Kenya, mobile funds transfer came about in 2@80én Mpesa was launched, and have
continued to grow exponentially since then (Kimerad09). Mobile banking started with
the creation of services by banks which could bees®ed through the mobile phone.

Mobile banking allows financial institutions to efffinancial services outside traditional
9



bank premises. Njenga (2008) asserts that theforamational mobile banking is made
available by mobile service providers as part efrthialue added services. Mobile banking
is embedded among other services within the sempioiders’ menu. The perceived
difference between mobile service providers mailig on the quality and scope of

services as well as the pricing strategy.

In Kenya, the local telecommunication companiesroservices such as M-shwari. This is
a platform that allows mobile users to earn inteteough their mobile bank accounts.
Users can not only deposit and withdraw moneyhayg tan with M-Pesa, they can also
access a host of services that are traditionaligrieed for bank account holders (Gupta,
2013). A Kenyan farmer can now check his accoulsrz®, receive pre-qualified personal
accident insurance, or apply for short-term lodhwighout having to walk long distances

to their nearest bank branch (Central Bank of Ke@@#8). Statistics show that about one
billion in payment per month is done via mobile kiag which is 31% of Kenya’'s GDP.

The general objective of this study is to look attbrs affecting utilization of mobile
banking, and their impact on commercial banks imy€e The main factors that will be
discussed are: technology, usability, security, eost. Technology will include interface
design (Laurn, 2005). Usability was to include tise of applications, and drill down
facilitation that may be deterrents to local us@Pedersen, Methlie & ThorJbornsen,
2002). Security was to cover the perceived risbligmmed & Kathy, 2008). Lastly, cost
will include phone cost, and cost of transactingafged by the bank and by the mobile

service provider).

Commercial banks in Kenya have faced challengamanaging customers expectations
when it comes to service provision.The long quespscially for the local large
commercial banks , difficulty in the customer, a&sieg information on their accounts
both for information purpose and for simple tratigas has seen most commercial banks
adopt mobile banking .Commercial Banks in Kenyap alssh to tap to the unbanked
population and are using this tool to reach outustomers who are have a hard time
accessing their branch network .Banks have facatesthallenges in trying to adopt this

new technology including and not limited to highstof IT system acquisition,mobile

10



platform systems compartibility with core bankingt®m,customer awareness on features
available with the new service is also a challeBgeurity and ease of use of the

technology has been some of the issues some baakgised .

1.2 Problem Statement

Mobile banking has the potential to be transfororal owing to various factors like
existing infrastructure and target markets (Pola2008). Despite its numerous benefits,
mobile banking acceptance amongst banking custorizerget to meet competitive
expectations (Donner & Tellez, 2008; Laukkanen, 2OKleijinen et al, 2007). Several
studies have been done in Korea (Chung & Kwon, 2@d@ China (Wang et al, 2010),
but little research has been done in developinghttms. A study on factors affecting
adoption of mobile banking in Pakistan, with spe@a&us on the unbanked low income
population in Pakistan established social influeasethe most significant factor in the

intention to adopt mobile banking (Kazi, 2013).

In Africa Tchouassi (2012) studied if mobile phoneslly work to extend banking
services to the unbanked, taking empirical lessimos selected Sub-Saharan Africa
countries. He found that the level of mobile phaiéization impacts on bancarisation.
When mobile utilization increases, bancarisatiameases at a rate of 46.8%. Other factors
identified to impact on mobile banking utilizatiomclude technology, economic

innovation, policy and regulations.

In Kenya banks have invested heavily in mobile lamkto tap into the unbanked
population. The latter are using mobile servicke M-pesa and Airtel Money, provided
by Safaricom and Airtel respectively. Rapid adoptixd mobile banking services by banks
is an ongoing trend that is slowly gaining moment(idjenga, 2008). Despite these
investments, mobile banking utilization is belowpegtation. This is due to lack of interest
from the general public. Many clients still opt foore cumbersome and costly methods of
banking such as queuing for services in the bankalg Thus banks are still experiencing

overload of repetitive and cumbersome work fromltimg queues (Brown, 2003).
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Several studies have been conducted on mobile mgnRihese include the challenges
being faced by commercial banks in Kenya in terfheir Information Systems (Otieno,
2008), the diffusion of ICT in the informal sector Kenya (Gikenye, 2012), and the
evaluation of security of Information Systems innia specifically in the banking
industry (Kiemo, 2009). Kiemo looked at the impadétchanging one’s core banking
system and its direct relation to performance imeercial banks. However there is no
study that has looked at the factors that affelttutilization of mobile banking in Kenya.
The closest to this was a study comparing existiopile banking services in Kenya with
similar services in other countries (Njenga, 2008)similar study was also done by
Mutua(2008) on effects of mobile banking on perfante of commercial banks agin the
study results were forcused on financial perfornreanand not on customer
experience.Thus, it is against this background ttmatresearcher aims to establish some
of the factors that affect the utilization of m@banking, and their impact on commercial

banks in Kenya.

1.3. Objectives of the Study

The specific objectives of the study includes:-

I. To establish how the four factors, technology, sécy usability and cost are
affecting the utilization of mobile banking in Keany

ii. To find out how mobile banking utilization has ingped commercial banks in
Kenya;

iii. To identify challenges facing mobile banking in kKan and make

recommendations on the way forward.

1.4. Value of the Study

This study was importantto the following intergsbups:

By understanding the major factors that hinder ukibzation of mobile banking, the
results was to help the bank managers to prioriti|@r mobile banking initiates and
allocate adequate resources effectively and comsgiguimprove their mobile banking

solutions.

12



Mobile service providers like Safaricom, Airtel aBdange were to use the study findings
to understand the bottlenecks the banks face jpheimenting mobile banking technology
and co-ordinate their efforts to solve the probletimst hinder the implementation of

mobile banking.

Users of mobile handsets will gain a better undaxding of the challenges the banks have
to undergo through in implementation of mobile bagk In addition, the public who are
the customers were to have the opportunity of yengp better services at low costs,

convenience and high security.

Research findings were to make a great contribubahe world of academia; researchers
in the area of mobile phone banking and other paysngystemswas to use the findings as

a point of reference in their literature reviews.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Mobile Banking

Mobile banking technology has been embraced by rhast all of the commercial banks

in Kenya to aid in increase of revenue streamsimréase channels in which the banks
can earn revenue .However, uptake of this senasenbt been as anticipated and the study
wants to focus on impact of this technologicalowation in commercial banks in Kenya
and evaluate the customer experience.The threed¢beme are to discuss may address
some of the reasons as to why mobile utilizatidows despite the huge capial outlay

banks have invested to avail these services .

Asfour & Haddad (2014) did a similar study in Jord@esults showed that there is a
statistically significant impact on overall dimensiof mobile banking on customer E
satisfaction.Privacy and accessibility are moré&ugritial comparing to other dimesions.
In Pakistan a similar study was done to determheea¢lationship between customer
satisfaction and mobile banking adoption.The figdithat utilization of the service goes
up if the consumers trust that the system is se@@ems reliable and timely.(Rashid &
Saleem,2011).

2.1.2 Mobile Banking Models

There are two main business models to consider vil@ementing a mobile banking
system, the bank-led model; and the non-bank moliet important to note that the two
types of business models listed above can be ingoieed using a variety of service
providers, regulatory agents, and facilitators. wHa particular model is implemented
greatly depends on how a country wants to estalalishobile banking system and the
volume and coverage a particular bank wishes te (@hemonics International, 2010).

The bank-led model at its most basic form, is asxansion of conventional branch-based
banking. Like conventional banking practices, wiaebank-led, mobile banking model is

adopted, the customer account relationship reststive bank. This relationship can vary,

14



depending on what type of arrangement has beer@redined between the bank(s), retalil
agents, and other partners. In addition, the badkslodel offers consumers access to the
same core financial functions, including the apilib check account balances, make
deposits, process transactions, and the opportamigxtend credit. This model differs
from conventional branch-based banking in the sémsieconsumers are no longer forced
to access bank services or facilitate financiahgagtions at a bank branch. Instead,
consumers are provided with an opportunity to retyotonduct financial transactions
using a whole range of agents or mobile technofogwdoreover, if a bank chooses to
adopt a bank-led, mobile banking model, it caniagithese alternative delivery channels
to flexibly and inexpensively increase its outreagithout having to build new bank

branches or hire more employees (lvantury & Ma§320

An example of bank-led model locally is M Co-op @aby the Co-operative Bank of
Kenya. This solution allows their customers to asca variety of banking services such as
money transfer and payment services. A nationaiiifieaiton card and a registered
mobile number are required. One can deposit/saamr] snoney from one Co-operative
Bank account to another, use payhbill, buy airtipey school fees, apply for loans amongst
other uses (Co-operative Bank of Kenya, 2014).

The non-bank-led mobile banking model does not &agypificantly from the bank-led

model. In this model, however, a bank does novaelstiparticipate in the mobile banking
sector, except possibly as a regulator. Instead;bamks, such as telecommunication
service providers, retailers, and other third pagents, promote and provide mobile
banking services to customers (Chemonics intemakidi2010). A good example is M-

Shwari, as earlier mentioned in this study.

2.2 Theoretical Anchorage

Several theoretical approaches exist that addhesstudy of mobile banking utilization.
For purposes of my research three theories have fomeised on namely Diffusion of
Innovations, Technology acceptance model (TAM ) &uodial Shaping of Technology.

The three are discussed below:

15



2.2.1 Diffusion of Innovations

Diffusion of Innovations is the process by whichianovation is communicated through
certain channels over time among the members otialssystem. It can be regarded as a
multidisciplinary theory that has been widely useaxplain information system adoption
research. There are five primary factors that hangact on the rate of adoption according
to the theory: 1) relative advantage, 2) complexX3)ycompatibility, 4) trialability, and 5)
observability (Rogers, 1995).

It is widely established that the diffusion of irmadions theory is a powerful tool and gives
solid theoretical background for explaining the @atthm of mobile technologies including
electronic payments (Szmigin & Bourne, 1999) mobidenmerce (Teo & Pok, 2003), and
mobile banking (Lee, 2003). It has been pointedtbat three of the factors mentioned
above have greater importance in adoption of IStesys comparative advantage,
complexity and compatibility (Tornatzky & Klein, 82). It has further been argued that
the other two: trialability and observability a@ctising on the learning mechanisms. This
theory is related to our context in that it givasiies on some perceived factors that are
affecting utilization of mobile banking.When theaee system delays and where the user
interface is complex and not easy for a lay macotmprehend. Mobile banking utilization
will be low even for registered users. When custenage allowed to test and try mobile
platforms and observe its benefits they tend te tag the same more confidently and

utilize the same frequently.

2.2.2 Technology Acceptance Model, TAM

There are a great number of researches exploring @8 a framework to examine how
end users accept information system. Some researdtave claimed TAM is more
suitable for studying the diffusion and acceptatioh certain technology within an

origination instead of studying such diffusion malividual users.

Nevertheless, the two constructs: perceived usefsliand perceived ease of use have been
proved to be two important factors that determinasers ‘intention to apply certain
technology. Those two factors were proved to beontgmt for the spread of mobile

commerce (Wu & Wang, 2005). Perceived usefulnesieimed as the degree to which a
16



person believes that using a particular system @dvenhance his or her job performance
(Davis, 1989). Davis identified fourteen items ¢thred in three groups: job effectiveness,
productivity and time savings, and importance ¢ 8ystem to one’s job. The other

component, perceived ease of use refers to thedégmwhich a person believes that using
a particular system would be free of effort. Simtlathe perceived value, also the ease of
use was clustered into three groups. The identifledters distinguish the ease of use in
terms of physical effort, mental effort, and thersomal expectation experience of the

system’s ease of use.

The Technology Acceptance Model (TAM) has been lyidsed to explain what factors
users would consider to accept a new technologynttbduced the influence of the
perceived ease of use and the perceived usefutiéssechnology on the users' attitudes
towards using the technology and subsequently em¢kual usage. Most of the research in
technology acceptance was done on technologiesambat introduced into organizations
and could therefore only partially describe the ptately voluntary usage of technologies
such as the mobile service by independent end .ussmfy recently the technology
acceptance theory was applied to mobile servicégsM Thas been used as research
framework for many studies in the field of mobiggeicommunication.

2.2.3 Social Shaping of Technology

Social shaping of technology can be explained amktactors influencing the utilization
of mobile commerce (Bhatti, 2007). Empirical datani regression analysis reflects users
ease of use influence behavioral intention to adopbile commerce. There is a litany of
social/contextual influences on mobile banking/ngrpants use. Both macro-level cultural
factors and micro-level, locally-negotiated normdamilies and among peers particularly
about money are at play (Zelizer, 1994). For exampéspondents in focus groups
conducted in Manila explained that, while they vebakrtainly transfer money to a family
member, they would not do so to an acquaintancehriieally the actions are the same;

socially they are miles apart (Donner, 2007).

Practitioners and policymakers are already conceraeout validating m-transactions
under conditions of sharing behavior, in which tpeople use the same handset. On the
17



other hand, others suggest that mobile banking bilem@ayments systems may alter
patterns of money sharing within families by giviwvgmen greater autonomy and control

over household savings (Reijswoud, 2007).

2.3.Factors Affecting the Mobile Banking Utilizatian

Some of the factors that affect the optimal adoptd mobile banking services include:
technology, usability, security, and cost.

2.3.1 Technology

The different mobile devices available in the locabrket should have hardware
architecture and operating systems that can supip@rbanking applications. The current
systems have their failings while supporting difetr applications and interfacing on
different communication networks (Laurn, 2005). tRar, data transmission needs to be

compressed to save on costs.

2.3.2 Usability

Various studies have examined the aspect of resistaf users to accept innovations and
changes, and identified factors impeding the aeregt of mobile technology (Venkatesh,
1999; Compeau, Higgins & Huff, 1999; Ellen, BeardrSharma, 1991; Ram & Sheth,
1989).

—* Uszage Barriers

Functional Barriers
walue Barriers
Consumer Resistanoe I

tolnnovations Traditional
Psychological Barriers Barriers
L lrmage
Barriers

Figure 2.1: Consumer Resistance to Innovations (Rai& Sheth, 1989)

A major limitation to usability of mobile devicesa$ been the inconvenience in inputting

data. The latest generation of devices have beeaolved these limitations by the
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introduction of touch screen technology. Bankinglegations need to address this issue to
provide the consumers ease of use. Applicationd t@érave the facility of continuing
usage even after disruption of mobile communicatisthout compromising on security.
Potential to use applications offline would enhatioar usability. The applications must
lead them to ease of usability by providing shaddo frequently used transactions. The

users must not have to resort to lengthy inputiingccess data (Srite & Karahanna, 2006).

2.3.3 Security

Security risk has two main elements. First, pemgivisk grounded in concerns with
regard for the technical performance or functiae&hbility of the service delivery system.
Second, perceived security risk may be associatdd a@ncerns about personal security
and privacy (Mohamed & Kathy, 2008). Technology is@redicated on the perception
that the service delivery system will perform te thatisfaction of the user in terms of

functioning reliably and providing the requisiterg@nal assurance.

In the purchase decision-making processes, consumainly consider security risk
associated with the acquisition of a service odpob. Generally, consumers attach more
risk to intangibles as compared to physical godeeperience and use diminish the
perceived risk associated with utilization of a nenwduct or service. Thus, the history of
consumers’ usage of mobile communications senig¢aken to be a useful criterion for

segmenting a market by innovativeness categoriemMkka, 2005).

In summary, these finding suggests that mobile phbanking must be secure. For
instance, when one loses the handset, loss ofceemvust have limited impact where the
service could support a remote locking feature eldbd in the software that prevents a
lost phone from accessing the customer’s accouata [ntegrity against unauthorized
modification must be provided. In addition, datansmission must be secure and
application and data access must be controllediefdre security or lack thereof must be
addressed in order to encourage the utilizatiomnobile banking. The study sought to
establish whether this holds true for the Kenyankeia

19



2.3.4 Cost

Price is an important factor that influences thdisation of the technology. In times of
increased competition, a distribution channel naugtnize business processes efficiently
so as to reduce distribution costs. In Mobile Bagkhere are three costs :- a) normal costs
associated with mobile phone providers’ activitiesthe bank cost and charges and c)the
cellular phone cost. The cost of mobile devicesugfoa one off cost, makes mobile
banking as costly as other forms of banking. If¢bst of mobile devices is very high, this
discourages account holders from acquiring themcén@mpending the utilization of

mobile banking services (Chavidi, 2004).

Price is perceived to be the most important consecgl of m-commerce utilisation
compared to convenience, security, privacy ancieficy. As a result, mobile banking
providers need to pay particular attention to thmicing strategy with the objective to
uneven the potential factors that encourage orodrsge its utilisation. Affordability in

mobile banking varies by number, size and typerahdactions (Mohamed & Kathy,
2008).

A major utilization obstacle is the high chargeadd by the mobile service providers. It
would be possible for the regulators to set maxinmuices for quota volumes of SMS and
other mobile messaging systems which are dedicaébednobile banking systems

(Reijswoud & Weir, 2007). As these new low-cost émen zero-cost) mobile banking

services emerge, a way for the existing playerkep them out of the game will be to
make inter-bank ICT systems unaffordable and/or ¢omplex to be participated in.

Regulators can have a role in controlling or eliatiing that tendency by setting maximum
charges and on insisting on simple but secure dp&ability standards (Delgado &

Kleijnen, 2004). In the Kenyan scenario thougheéhemo charge for depositing funds, but
a sliding tariff is levied on withdrawals (Omwan2809).

2.4. Impact of Mobile Banking Utilization on Commecial Banks

Studies done in Hong Kong to discuss various charofebanking have compared use of
ATMs, Branches, use of telephone banking and ietebanking.Economic benefits were

not found to be relevant as most banks maintamede or less same charges for the
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different channels.what was found was that usefgeas key measure. Convenience and
accessibility of channels was important. Thus thidt $rom branch banking which has
limiting hours to branchless banking e.g. use oN&Tand mobile banking (Wan,Luk &
Chow, 2005).

Data from the Central Bank of Kenya shows thatuse of ATMs is slowing as the use of
other avenues such as point-of-sale and mobile yntna@msactions rises. The value of
ATM transactions rose to Kshs.114.61 billion in firet nine months of this year from
Kshs.102 billion over the same period in 2011, a372% growth.As at the end of
September, there were 2,311 ATMs while the numb&Td/ cards stood at 1.47 million
compared to 2,217 ATMs and 1.35 million cards aSettember 2010. Mr Habil Olaka,
the Kenya Bankers Association CEO said that ATM& always have a place as long as
there is a need to conduct cash transactions, g@dtet it will take time for Kenya’'s

economy to move to a cash-lite economy ( Mugwe 2201

Agency banking model allows banks to liaise withmooercial outlets like general

merchant shops, petrol stations and supermarketdfeo financial services that include

depositing and withdrawing cash. The partnershpdeen banks in Kenya take financial
services closer to people, in particular, to atkaslack them. It is estimated that a third of
the country’s 40 million people lack access to lagkservices. Kenya changed its
banking laws in January, 2011 to allow commercaiks offer their services through the
third-party businesses. The agents operate aditeaterhnches. It's just a matter of time
before Kenya agency banking give mobile cash tearasfrun for its money as adoption

and use of agency banking continues to grow tremesigl.

"As at March, 2013 there were 11 commercial baiied had contracted 18,082 active
agents facilitating over 48.4 million transactivmadued at $3 billion," said CBK in a report

for bank's performance in first quarter receivedirfday."This was an increase from 10
banks that had contracted 16,333 active agentbtd#ioig over 38.7 million transactions

valued at $2.3 billion in December 2012 ” ( Call2612)
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There is no global data on mobile banking in Kemydlectively in terms of trends
evidenced in number of account, increase in uptaic use of mobile banking however
individual banks can serve as a clear trend on tnolile banking is changing the banking
industry in Kenya.Two examples derived from Busiesily, Kenya described below
include M-Shwari and M Co-op Cash. Co-operative lB&unched a mobile wallet in
May, 2014 and has since increased banks revenakoot 14% ,which has been a big
boost to their non-funded income. Commercial Bahlkfoica (CBA) grew their number
of accounts to 10 million via M-Shwari by Deceml&®14, making them Kenya'’s biggest
lender by increasing users on M-Shwari. Due to Mv&ih CBA increased its loan /deposit
accounts by 13% between 2011 and 2012 to 17.6omifiom 15.6 million.

It is anticipated that mobile banking has greathpioved the customer experience as they
nolonger have to queue in the banking halls to sdsic services such as getting
account balances, payment of bills and other sesveuch as access to credit.Further,
through this channel customers can have increasmtkirlg hours and increased

convenience.

In summary it is clear mobile banking has had apaot on commercial banks in Kenya
in terms of change of how to approach the unbaitkbes greatly seen banks increase
their revenue streams as well as increase incomterboline up to an average of
13%.0ther than transfers, mobile banking is nowatlyeused to provide other financial
services such as loan application, savings and sfunahsfer.Customer experience is
suspected to have been enhanced using this chasmbahks and service providers are able

to reach out to their customers easily and directly

2.5 Empirical Review and Gap Analysis

Much research has been conducted in the mobileceemdustry, ranging from product
design (Andersson & Hedman, 2007), business mddgiginen & Damsgaard, 2001),
user analysis (Constantiou, 2008), technical amalys & Tao, 2009). Studies cover both
supply and demand. There have been discussionsnainahces to the utilization and

spreading of mobile banking services, with claiimat it is because of the low data transfer
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speed (Kumar, 2006). Some researchers claim that fhe lack of quality services
(McMahon & Steketee, 2006) and some state busimestels are antiquated (Coursaris,
2006; Saugstrup & Henten, 2006).

Yet this author would challenge some of the reasnastioned above. By 2010, some of
the above challenges had been dramatically improVled mobile industry had advanced
owing to hardware developments in mobile device helcommunication infrastructure.
The emergence of high speed smartphones with rémoéury processing power, as well as
the development and maturity of 3G network allowbiteoservice providers to give users

a much smoother experience.

Previous research has put much weight on how patdnisinesses can be conducted in
this newly emerging yet promising field, and howdisign the technical details for such
businesses. However, little attention have beed paihow users feel about the current
mobile services and how to improve them, especiallChinese market. A number of
studies suggest that the consumer side has alsensheeat interest in the services
provided (Dewan & Chen, 2005; Kreyer, 2003). Amoatme most popular mobile
services: peer-to-peer payments, instant messggramic receipts, purchases on web
site, and e-tickets, routine bank service have ligpical applications. Mobile financial
services take up a majority of the existing appicces. Mobile financial service can be
roughly defined as transactions that involve payieonducted on a mobile phone.
However, though studies show that there is a piaigndpularity and need, the progress in
its adoption has been slower than expected. Thasbkan attributed to the complexity of
its transactions, lack of user-friendly mobile pdst and slow connectivity (Frolick &
Chen, 2004).

A survey of 1,553 respondents between ages 9 —e2dsyin Finland concluded that
categories of users differ significantly in thegeuof mobile services. Instead of the general
idea that mobile services are adapted by indiveluaiwas found that mobile services are
better adapted in groups whose charges are paidnmployers or other parties. This
indicates that price is a significant factor whelopting mobile services (Aarnio, 2002).
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Different interest-holders have different standp®iim mobile services business. Service
providers focus on developing quality value-addervises in order to increase revenue
(Funk, 2007). While researchers intend to studiaihadoption process to find out user-
adoption criteria and then suggest market strategly development (Lu, 2005; Hong &

Tam, 2006).

Research has been carried out in the area of atoatid utilization of mobile banking; it

is clear that there are gaps that are in regartisetocontext. Research has been carried out
in the western world there have been increasiregrgdts to modify, expand or enhance the
existing information systems theories with whasasnetimes contradicting and conflicting
constructs at different levels of analysis and eseFr perspectives. Fundamental to these
studies is the definition of adoption as a statierg and the excessive attention given to
the prediction of consumers intention to adopt dlgio the use of TAM, TPB, IDT,
UTAUT and their derivatives (Cheong & Park, 2005yvd6 & Chidambaram, 2000;
Nysveen, Pedersen, & Thorbjgrnsen, 2005a). Whasdtexisting literature contribute to
the understanding of why consumers accept a cemalnle data service, gaps remain in
the understanding of the process by which consudesile whether to continue to utilize
and finally adopt the service (Bhattacherjee, Be&ISanford, 2008).

In addition, other researchers lay emphasis onntipact of the technology post adoption
through the meanings that the individual ascribesitt from the perspectives of
domestication approach (Haddon, 2006). Thus, sdigdl@ literature tends to produce a
gap between technology acceptance and the soquications of utilization. This could
be partly attributed to the interchangeable us¢eolinology acceptance and technology
adoption in Information Systems (IS) literature (idg & Richardson, 2009; Renaud &
Van Biljon, 2008) position that when an end-usebranes a technology, then he or she
expects to replace the item if it breaks and findovative uses for it. The distinction
between technology acceptance and adoption is atrutiunderstanding the adoption
process over time. From a theoretical perspeckwewing the different antecedents of
each stage of the adoption process is vital in a@amjplg the formation of the initial
intentions of a particular mobile service. Speaillig, the study investigates the factors that

influence the end-user decisions at the variodzatilon stages.
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Globally, numerous initiatives use the mobile phtmerovide financial services, not only
to those without access to traditional banks, Hab 4o the banked population. Yet
relatively little scholarly research explores tree wof these mobile banking (Donner and
Tellez, 2008).

Meanwhile, Kigen (2010) indicates that the usagenobile banking has increased but is
yet to meet competitive expectations. Despite thet that numerous mobile banking
adoption studies have been done (Laurn & Lin, 2@%adialy, 2006Zhou et al., 2010),
most of them were conducted in countries such ae&dChung & Kwon, 2009),
Singapore (Riquelme & Rios, 2010), Brazil (Laukkaret al., 2010), Taiwan (Laurn &
Lin, 2005), and China (Wang et al., 2010) with tigkly little attention paid to developing
countries like Kenya. These studies show varyisglte and this study therefore intend to

fill this gap in a local context.

Locally, various studies have been conducted onilmdianking. Mutua (2009) studied
mobile banking as a strategic response by EquitjkBéenya Limited to the challenge in
the external environment. Otieno (2008) studiedllehges in the implementation of
mobile banking information systems in commerciatksain Kenya. Gichuki (2009) did a
survey of the value of ICT in the banking industny Kenya. Kiemo (2009) studied
evaluation of security of Information Systems ire tKkenyan banking industry. Kinyua
(2009) studied the linkage of internet banking @odtomer satisfaction in commercial
banks. Macharia (2009) studied commercial banksgmtion of the influence of mobile
telephones on growth of banking business in KeMutua (2013) studied the effects of
mobile banking on performance of commercial bankene of these studies fully
addresses the factors affecting utilization of rrebianking, their impact on commercial
banks, and/or the challenges experienced by threAusa of study is Thika town due to its

uniqueness being a rural urban centre .

2.6 Summary of Literature Review

Mobile banking has been discussed extensivelyigiahapter. Various models both bank

and non bank led models have been reviewed. Mbhitking has affected the way banks
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do business by increasing income channels and aseoumoney transfer, saving and
borrowing especially micro lending. Further ,itsgspected that the customer experience
has been enhanced as the customer has an addéw@rmale to access information as well
as transact. Lastly, factors affecting adoption asd of mobile banking have also been

discussed and include technology, usability, séguaind cost.

2.8 Conceptual Framework

) ) Utilization
Mobile banking
level of
utilization factors : .
mobile

I Technology > banking

Il. Secuirty
IIl. Usability
V. Cost

Figure: 2.2 Conceptual Framework (Self, 2015)

The diagram above depicts the four major vargbtde in contributing to utilization of

mobile banking .
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1. Introduction

This chapter deals with the research design, geguoni of the population, sampling
techniques and sample size, the data collectionepiges, data collection instruments,
data analysis, and the expected results.

3.2. Research Design

The research design adopted in this study wasrigase design, which was done using a
cross-sectional survey. The descriptive design pprapriate where the researcher is
knowledgeable about the key aspects of a phenomleabhas little knowledge, if any,

regarding their characteristics, nature or detailfie objective of the study was to learn
the, who, what, when, where and how of the topite purpose of the study was to
describe the characteristics of relevant groupsgstimate the percentages of units in a
specified population exhibiting certain behaviowr,determine the perception of product
characteristics, to determine the relationship betwvariables and to make some specific
predictions (Sekaram, 2003). The cross-sectionalesuwas involved in collecting

representative data from a sample population, awgecific period in time.

3.3. Population of the Study

Population in statistics is the specific populatiabout which information is desired.
According to Ngechu (2004), a population is a vaefined or set of people, services,

elements, and events, group of things or househbédsare being investigated.

The population for this study comprised fifteen coencial bank branches based in Thika
Town, Kenya (Appendix ). These are some of thekbargistered by the Central Bank of
Kenya (CBK Annual Report, 2013). The study focusesponse from employees of the
bank working at the branch level and those dire@lgting to mobile banking.
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For the study Thika town was selected due to coewee with reference to access of
information and it being a mix of both urban andafurepresentation. In general our

population study covered all commercial banks @ny@ for primary data collection.

Following the small number of institutions in thelustry in Thika, the study included all

the institutions 15 in number, hence a census sivay conducted. The target population
for the study included the 15 commercial banks afrey in Thika in Kenya as at

September 2015.

A complete list of the commercial banks operatimgenya obtained from CBK indicates

that there were 15 registered commercial banks$ &e@tember 2015.

3.4. Sampling Technique and Sample Size.

The sampling technique used for this study waatiB&d random sampling. The technique
was chosen because there may be identifiable supgmf elements within the population
that may be expected to have different parameterghe variable of interest; Sekaram
(2003)The sample size was calculated using a fampubvided by Yamane (1967) as

follows:

N
"TIEN(e)?

Where:

n = Sample size

N = Population size

e = Desired level of precision

Therefore:

Sample size (n) =405/1+4.5(4B0
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Allowing for 30% non-response, the sample size adjssted upwards to 105. According
to Israel (1992) the sample size is often incredge80% to compensate for non-response.
A proportionate sample size from each strata welldelected to come up with overall
sample size of 105 respondents from all the banks.

The sample size from each bank will be calculagdgithe method below
Sample=Population of a bank/Total population*Tai@inple.

STAFF MEMBERS’IN THE BRANCHES. | POPULATION SAMPLE
EQUITY(TWO BRANCHEYS) 38 10
EQUITY (SECOND BRANCH) 39 10
FAMILY FINANCE 32 8
KENYA COMMERCIAL BANK 46 12
COOPERATIVE BANK OF KENYA 23 6
BARCLAYS BANK OF KENYA 26 7
STANDARD CHARTERED BANK OF| 24 6
KENYA

Bank of Africa 17 4
Bank of Baroda 15 4
Chase Bank 26 7
Consolidated Bank 30 8
Diamond Trust Bank 16 4
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Fina Bank 21 5
NIC Bank 18 5
CFC Stanbic 34 9
TOTAL 405 105

Source (2015)

3.4. Data Collection

The study requires the use of both primary andreday data. Primary data was obtained
through the use of questionnaires, which had bttictsired and unstructured questions
(Appendix 11). Questionnaires makes it possibledach large samples, thus making the
results more dependable and reliable. Responddrdsave not easily approachable can be
reached conveniently and respondents have adetjuat¢éo give well thought out answers
(Kothari, 2008). This makes it possible to obtalintlae relevant information. In some
cases open-ended questions were used. This ¢neeg$pondent freedom of expression
and permitted a greater depth of response singevtlkee not tied up to the views of the
researcher. In most cases closed ended questiemestw be used. Secondary data was
obtained from the Kenya Institute of Bankers rep@md individual banks’ websites for
the past five years.

The primary data was obtained after obtaining athaity letter from the University of
Nairobi permitting this researcher to collect dathe respondents were assured that the
information obtained was treated for research pepand no other purpose (Kothari,
2008).The questionnaires were mailed some resptsae distributed physically to the
sampled group randomly.

3.5. Data Analysis

The data analysis procedures in these study ingdlustkting of raw data, coding of
responses, classification according to class iatsrand tabulation (Kothari, 2008).Only

primary data shall be obtained . Quantitative dailh be analyzed using descriptive
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statistics; the mean, mode, median and standarndta®v This includes use of frequency

tables, cumulative tables, percentages and infatestatistics to find determine parameters
from sample statistics were done using correlataomgva and t-tests. These data was
then presented by use of tables, bar charts andhaigs. SPSS software was used to

analyze the data.
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CHAPTER FOUR:

DATA ANALYSIS AND INTERPRETATION

4.1 Introduction

This chapter presents the analysis, findings ascudsions on the topic. Survey
guestionnaires were administered to the selecteplayeesn commercial banks, in

thika town . The data was analysed with the help of SPSSttaii package and

presented using tables, charts, frequencies amemages. Quantitative data was analyzed
using descriptive statistics; the mean, mode, nmedil standard deviation and

inferential statistics to find determine paramefessn sample statistics were done using

correlation ,anova and t-tests.

4.2 Background information and response rate

4.2.1 Response rate

The study involved one hundred and five (105) tjaesaires which were issued to

collect data from employees. Ninety three (93) tjaaraires were filled and returned for
analysis which gave a response rate of 88.6%.régjgonse rate was considered adequate
for analysis to determine the factors affecting f@banking in commercial banks, in

thika town. According to Awino (2011), a responaterof 65 percent is acceptable for

such studies.
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Table 4.1 Name of Organization * Position Cross tallation

Organization Credit Assista Relations Financial Operations Teller Total
Manag officers nt hip Consultant  Officer
er Manage officer S
r
Bank of
. 2 2 0 1 0 2 1 8
Africa
Bank of
1 1 0 1 0 1 2 6
Baroda
Barclays 2 1 1 0 0 1 1 6
CFC

_ 2 1 1 1 1 1 1 8
Stanbic
Chase 2 5

2 0 0 0 0 1
Co-

. 1 6
operative 1 0 1 0 1 3
Consolidat

0 2

e 0 0 1 0 0 1
Consolidat

0 1 1 0 0 0 2 4
ed
Diamond

1 1 1 0 0 1 0 4
Trust
Equit 3 13
auy 3 4 1 0 0 3
Family > 1 2 0 1 5 0 12
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FINA 2 0 ! 0 ! 2 Loz

Kenya

Commerci 2 7
2 0 1 1 0 1

al Bank

NIC 1 0 1 1 0 0 1 4

Standard
1 1 1 1 0 1 2 7

Chartered

Total 25 13 13 6 4 22 20 93

From table 4.1,25 of the respondents were mand@engere credit officers, 3 were
assistant managers , 6 were relationship offigeraere financial consultants,22 ere
operation officers, and 20 were bank tellers.tAd 15 banks were well represented and
majority of the respondents were from equity bartke responded gave their views on the
factors affecting mobile banking in commercial k&rin thika town.

4.2.2 General Information on Gender and age

The respondents were asked to provide informatiotheir gender and their age and they
respondent as follows.

Tabe 4.2 Age * Gender Cross tabulation

% within Gender

Age Gender Total
Female Male
20-30 405% 47.1% 44.1%
31-40 50.0% 49.0% 49.5%
Over 40 9.5% 3.9% 6.5%

Total 100.0% 100.0% 100.0%

From table 4.2, employees working from these baid are age of between 20-20 years

,40.5% were female and 47.1% were male betweer03kdrs of age ,50.0% were
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female and 49.0% were male. Over 40 years of agéo,%vere female and 3.9% were

male. Majority of the employees who respondent wieetween 31-40 years of age.
4.2.3 General Information on Level of education gedrs have worked.
The respondents were asked to provide informatiotheir Level of education and Years

have worked and they respondent as follows.

Table 4.3Time Worked in the Organization * Levello&ining Cross tabulation

Time Worked in the OrganizaticSecondary Diploma  University Other Specify Total

1 2.2% 5.4% 2.2% 9.8%
2 6.5% 1.1% 17.4% 27.1%
2.2%
3.3% 6.5% 27.2% 4.4% 44.2%
1.1% 1.1% 4.4% 6.5%
5 1.1% 2.2% 5.4%
2.2%
6 1.1% 1.1% 2.2% 4.3%
13 1.1% 1.1%
14 1.1% 1.1% 2.2%
15 1.1% 1.1%
Total 16.3% 10.9% 60.9% 12.0% 100.0%

From table 4.3, all employees working in these lsarkve qualifications between
secondary education, diploma level ,university learal others. Majority had university

gualifications that amounted to 60.2% of the resiemts. For diploma level of training
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they amounted to 10.9%,for secondary amounted @24 @&nd for other levels of training
including CPA 1,CPA 1l and CPA Ill were 12%.Majoriof the responded had worked for
three years in these organizations and amountéd.f8% of the respondents.

4.2.4 General Information on Gender

The respondents were asked to provide informatiotheir gender and they respondent

as follows.

Figure 4.1

Gender

Female

45.2%

Male

54.8%

From figure 4.1,54.8% of the respondents were maiée the rest (45.2%) were female.
From the research, the different genders were sairplrly to capture their views on the

factors affecting mobile banking in commercial bgnk thika town.
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4.3 Factors affecting the utilization of mobile baking.

The respondents were asked to the level of effestaurity ,usability,cost and technology
on the utilization of mobile banking and they resged as follows:

4.3.1 Security

The respondents were to rank ATM banking, Branatkivay, Mobile banking and internet
banking services on the basis of level of securftgred when one is using the
services.They were to rank in the form of very secsecure, insecure and very insecure.
The ranking were done as in the table below.

Table 4.4 Descriptive Statistics on level of seguri

ATM Branch Mobile Internet
Banking Banking Banking Banking
Valid 93 93 93 93
Missing O 0 0 0
Mean 2.06 1.66 1.98 2.37
Mode 2 1 2 2
Std. Deviation .639 .715 675 1.030

From table 4.4,ATM banking service had a mode whih is equivalent to secure as per
the likert scale and it had a very small standadation of .639 which indicates that many
of the respondents uniformly agreed that the ATMMW irag service is secure and this
affects the utilization of mobile banking in comtial banks in Thika town.Branch
banking had a mode of 1 which is equivalent to \8agure as per the likert scale and it
had a very small standard deviation of .715 whinthdates that many of the respondents
uniformly agreed that the branch banking servceery secure and this affects the
utilization of mobile banking in commercial banksTihika town.Mobile banking had a
mode of 2 which is equivalent to secure as pelikieet scale and it had a very small
standard deviation of .675 which indicates thahynaf the respondents uniformly agreed
that the mobile banking service is secure andatfects the utilization of mobile banking
in commercial banks in Thika town.Internet bankivagl a mode of 2 which is equivalent
to secure as per the likert scale and it had al staaidard deviation of 1.030 which
indicates that many of the respondents agreedtbdiranch banking service is very
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secure and this affects the utilization of mob#mking in commercial banks in Thika
town.

4.3.2 Explanation for Secure/lnsecure

The respondents gave the following reasons for lmadidainking being very secure or very

insecure as in the table below.

Table 4.5 Explanation for Secure/lnsecure

FrequencyPercent Valid PercenCumulative

Percent

No Respons80 86.0 86.0 86.0
Code 1 1.1 11 87.1
Easy service2 2.2 2.2 89.2
Hacking 2 2.2 2.2 914
no

Valid nformation 1 11 11 92.5
Risks 5 5.4 5.4 97.8
Secure 2 2.2 2.2 100.0
Total 93 100.0 100.0

From table 4.5, 1.1 % said that it had a coderttadte s it to be secure,2.2% said that it's
an easy service that why it's very secure,2.2%l gt it can be hacked and thus makes it
to be very insecure,1.1% said that they had rarmmétion on mobile banking,5.4%
accepted that it had risks and 2.2% said thaettare. 86% did not give any explanation of

security of the mobile banking.

4.3.3 Security factors affecting utilization of mielbanking
The respondents were asked on their evaluationtabesecurity factors affecting the
utilization of mobile banking of commercial banksTihika town and they results were

summarized as in the table below.
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Table 4.6 One-Sample Test of Security factors &ffgaitilization of mobile banking

t df Sig. (2-tailed)Mean 95% Confidence
Interval of the
Difference

Lower  Upper

Risks of Fraudsters in
accessing Accounts using 18.129 92 .000 2.602 2.32 2.89
Mobile Banking
Lack of Transaction details i
_ _ 17 92 .000 2.817 2.50 3.13

form of transaction slips
The use of PIN in mobile

_ 19.579 92 .000 2.903 2.61 3.20
banking
Third Party exposure in
accessing clients financial
_ . , , 21.011 92 .000 3.054 2.77 3.34
information via mobile
banking
Trust of the bank in keeping
customers info private and 21.133 92 .000 2.978 2.70 3.26
confidential
Employees working for the
bank pose a threat of insidei21.190 92 .000 3.022 2.74 3.30

fraud rackets

From table 4.6, the risk of fraudsters in accegdiocounts using mobile banking has a
mean of 2.602 which is equivalent to agree aslpelikert scale and it has a p-value
<0.05 which indicates that on average respondegmesd that risks of fraudsters
accessing accounts using mobile banking is afsgni security factor that affects the
utilization of mobile banking of commercial banksTihika town. Lack of Transaction
details in form of transaction slips has a meaR.817 which is equivalent to agree as per

the likert scale and it has a p-value <0.05 wimclicates that on average respondents
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agreed that Lack of Transaction details in forntrafsaction slips is a significant security
factor that affects the utilization of mobile bamfiof commercial banks in Thika town.
The use of PIN in mobile banking has a mean of20hich is equivalent to agree as per
the likert scale and it has a p-value <0.05 whinthdates that on average respondents
agreed that the use of PIN in mobile banking igaificant security factor that affects the
utilization of mobile banking of commercial banksTihika town. Third Party exposure in
accessing clients financial information via mollanking has a mean of 3.054 which is
equivalent to uncertain as per the likert scald iahas a p-value <0.05 which indicates
that on average respondents were uncertain thdtghrty exposure in accessing clients
financial information via mobile banking is a sifjoant security factor that affects the
utilization of mobile banking of commercial banksTihika town. Trust of the bank in
keeping customers info private and confidential dnasean of 2.978 which is equivalent to
agree as per the likert scale and it has a p-vadu@5 which indicates that on average
respondents agreed that trust of the bank in kgepistomers info private and
confidential is a significant security factor tladtects the utilization of mobile banking of
commercial banks in Thika town. Employees workiogthe bank pose a threat of insider
fraud rackets has a mean of 3.022 which is equivateuncertain as per the likert scale
and it has a p-value <0.05 which indicates thaavarage respondents were uncertain that
employees working for the bank pose a threat oflerdraud rackets is a significant
security factor that affects the utilization of lble banking of commercial banks in Thika

town

4.3.4 Usability

The respondents were to rank ATM banking,BranclkimanMobile banking,and internet
banking services on the basis of degree of conieaievhen one is using the
services.They were to rank in the form of very gogat ,convenient,inconvenient and

don’t know.The ranking were done as in the tablewe
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Table 4.7 Descriptive Statistics on degree of carerece

ATM Banking Branch Mobile Internet
Banking Banking banking
Ranking
Valid 93 93 93 93
Missing O 0 0 0
Mean 1.10 1.98 1.20 1.80
Mode 1 2 1 2
Std. Deviation .332 254 405 405

From table 4.7,ATM banking service had a mode dhittvis equivalent to very
convenient as per the likert scale and it hadrg smmall standard deviation of .332 which
indicates that many of the respondents uniformhged that the ATM banking service is
very convenient to use and this affects theaatiion of mobile banking in commercial
banks in Thika town.Branch banking had a mode whith is equivalent to convenient as
per the likert scale and it had a very small steshdaviation of .254 which indicates that
many of the respondents uniformly agreed that taadh banking service is convenient to
use and this affects the utilization of mobile kiag in commercial banks in Thika
town.Mobile banking had a mode of 1which is equewalto very convenient as per the
likert scale and it had a very small standard denaof .405 which indicates that many of
the respondents uniformly agreed that the mobdeaking service is very convenient to
use and this affects the utilization of mobil@kiag in commercial banks in Thika
town.Internet banking had a mode of 2 which is egjent to convenient as per the likert
scale and it had a very small standard deviatfor405 which indicates that many of the
respondents agreed that the branch banking sesvamavenient to use and this affects

the utilization of mobile banking in commercial lbann Thika town.
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4.3.5 Consideration of mobile handset as user —fndly.

The respondents were ask if they consider theibilmtandset as user —friendly in

conducting mobile banking transactions and thegareded as in the table below.

Table 4.8 If no explain * as user-friendly in caieting mobile banking
transactions Cross tabulation

% within If no explain

as user-friendly in Total
conducting mobile banking
transactions

No Yes
100.0% 100.0%

Operating system doe:

not support m banking 100.0% 100.0%
platform
If no Phone has few
_ _ 100.0% 100.0%
explain functions
The power in the phon
100.0% 100.0%
does not stay for long
Window phone not
_ _ 100.0% 100.0%
working on m banking
Total 28.0% 72.0% 100.0%

From table 4.8,72% of the respondents acceptedthie@t phones are user friendly in
conducting mobile banking transaction. About 28%id ghat their phone is not user —
friendly and hence it cannot help then when it cente conduct mobile banking
transactions. For those who said no, had varioasores such as operating system of their
phones cannot support banking platform,power inpihene does not stay for long etc as

shown in the table.
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4.3.6 Cost and Technology.

The respondents were to rank the following constsairegarding use of mobile
banking.They were to rank in the form of stronglyre®e ,agree ,uncertain ,disagree and

strongly disagree.The ranking were done as inaghke tbelow

Table 4.9 One-Sample Test of cost and technologipifa

Test Value =0
t df Sig. (2- Mean 95% Confidence
tailed) Difference Interval of the

Difference

Lower Upper

Process of enrolling
subscribers to mobile 26.216 104 .000 3.514 3.25 3.78
banking services

Service Instructions in

) ) 33.782 104 .000 3.819 3.59 4.04
Mobile Banking
Technical Problems
When Using Mobile 23.926 104 .000 2.771 2.54 3.00

Banking
Too many security
features complicates 29.269 104 .000 3.600 3.36 3.84
mobile banking
Mobile banking
_ _ 14.550 104 .000 1.695 1.46 1.93
services are expensive
Cost of mobile bankin
services far outweigh 19.905 104 .000 2.514 2.26 2.76

the benefits

From table 4.9, Process of enrolling subscrib@raobile banking services has a mean of

3.514 which is equivalent to uncertain as per tkertl scale and it has a p-value <0.05
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which indicates that on average respondents wecertain that process of enrolling
subscribers to mobile banking services is a sigaifi cost and technology and hence it
affects the utilization of mobile banking of commiat banks in Thika town. Service
Instructions in Mobile Banking has a mean of 3.84fich is equivalent to uncertain as per
the likert scale and it has a p-value <0.05 whiaficates that on average respondents
were uncertain that Service Instructions in Mol#lanking is a significant cost and
technology and hence it affects the utilizatddrmobile banking of commercial banks in
Thika town. Technical Problems When Using MobilenBag has a mean of 2.771 which
is equivalent to agree as per the likert scald iahas a p-value <0.05 which indicates that
on average respondents agree that TechnicaldPngbiVhen Using Mobile Banking is a
significant cost and technology and hence ite@§ the utilization of mobile banking of
commercial banks in Thika town. Too many secufigatures complicates mobile banking
has a mean of 3.600 which is equivalent to stypaglper the likert scale and it has a p-
value <0.05 which indicates that on average respaisdwere uncertain that Too many
security features complicates mobile banking , behcaffects the utilization of mobile
banking of commercial banks in Thika town. Mobilenking services are expensive has a
mean of 1.695 which is equivalent to strongly agrae per the likert scale and it has a p-
value <0.05 which indicates that on average respatsdstrongly agree that Mobile
banking services are expensive there is a signfficast to its technology and hence it
affects the utilization of mobile banking of commiat banks in Thika town. Cost of
mobile banking services far outweigh the benefits & mean of 2.514 which is equivalent
to agree as per the likert scale and it hawalye <0.05 which indicates that on average
respondents agree that Cost of mobile bankamrgices far outweigh the benefits even
though there is a significant cost of technolognd hence it affects the utilization of

mobile banking of commercial banks in Thika town

4.4 Impact of the factors on commercials banks
Respondents were asked to explain how the semsgaility,cost and technology affects
commercials banks and they responded as follows.

4.4.1Influence of mobile banking utilization on co@rcial banks.
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Respondents suggested that mobile banking utdizétas influenced commercial banks

in Kenya in the following table.

4.10 Has mobile banking utilization influenced tmenmercial banks in Kenya

Frequency Percent Valid Cumulative
Percent Percent
No Response 9 9.7 9.7 9.7
Customer carry out
transactions without visiting 24 25.8 25.8 35.5
banks
Easy customer accessing
nformation 6 6.5 6.5 41.9
Valid Facilitates easy transfer of

funds 6 6.5 6.5 48.4
Increased accessibility 6 6.5 6.5 54.8
Increase their income 6 6.5 6.5 61.3
Reduce queries on balance 6 6.5 6.5 67.7
Reduce queues 30 32.3 32.3 100.0
Total 93 100.0 100.0

From table 4.10, 9.7% of the respondents did nspaored on the influence of mobile

banking utilization on the commercial banks, 25.8%d that mobile banking enable

customers carry out transactions without visitiaghs,6.5% said it enable Easy customer

accessing information, Facilitates easy transfefuntls, Increased accessibility, Increase

their income, and reduce queries on balance. Mygjofithe respondents about 32.3% said

that mobile baking reduces queues in commercigk$an

4.4.2 Opinion on how mobile banking can be improwvelenya.

Respondents were requested to give opinion on hokilenbanking can be improved in

Kenya and they responded as in the table below.
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Table 4.11 Opinion on how can mobile banking berowpd in Kenya

Frequency Percent Valid Cumulative
Percent Percent
No Response 21 22.6 22.6 22.6
come up with application 8 8.6 8.6 31.2
Create accessibility of
formation 8 8.6 8.6 39.8
Create customer awarenes 8 8.6 8.6 48.4
Eliminate middlemen costs 8 8.6 8.6 57.0
Valid Make more registrations 8 8.6 8.6 65.6
Provide security 1 1.1 1.1 66.7
Provide customer care 7 7.5 7.5 74.2
Reduce costs 8 8.6 8.6 82.8
Setting targets 8 8.6 8.6 91.4
Train agents 8 8.6 8.6 100.0
Total 93 100.0 100.0

From table 4.11, 22.6 % of the respondents didyivat any opinion on how mobile baking
can be improved in Kenya of mobile banking utiliaaton the commercial banks, 8.6%
said that mobile banking can be improved by comipgvith application hat provide
information to customers, Create accessibilitynddimation, Create customer awareness,
Eliminate middlemen costs, and Make more registnati Only 1.1% of the respondents
said that they should provide security. Some daatlthey should provide customer care.
The rest who amounted to 8.6% each had the opthetrthey reduce costs, set targets and

train agents.
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4.5 Think that there is bright future for mobile banking in Kenya.

Respondents were asked to suggest if they thirkhkee is a bright future for mobile

banking in Kenya and they responded as in the digpafow.

Fig 4.2: Bright Future

Bright Future

100
80- .

60

40 1

20 A

No Yes

Percentage of Respondents

Think there is bright future of mobile banking in Kenya

From figure 4.2,14% of the respondents said thexetis no future bright for mobile
banking in Kenya. Majority of the respondent ,868iglghat there is a bright future for

mobile banking in Kenya.
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4.6 Rank in order of importance according to how cstomers perceive your service.

Respondents were asked to rank the following statésrin order of importance according
to how they think customers perceive their prodacis they responded as in the table

below.

4.12 Descriptive Statistics on raking of statements

Std.
Std. Error
N Mean Deviation Mean
Reduction of queues in banking halls di
. . 93 1.80 .984 102
to anywhere anytime service
Reduction of queues in ATMs due to
_ _ 93 2.19 1.163 121
anywhere anytime service
Improved customer transaction
93 2.00 .897 .093
management
Fairly easily access information about
_ 93 1.19 397 .041
product and service.
Easier account management by custon 93 1.20 405 042
Increased number of customer account
due to range of services offered eg bill 93 1.81 .756 .078
payment
Improved customer satisfaction with the
_ 93 1.20 405 .042
way services are offered
Using M-Banking service saves time. 93 1.80 984 102
The customer finds M-Banking services
93 1.59 797 .083
useful
The customer finds M-Banking a
93 1.39 794 .082

convenient service
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Using M-banking service enables the

customer to accomplish their banking 93 1.00 .000 .000
activities more quickly.

M-banking has impacted positively on

, _ 93 2.00 .899 .095
service delivery of the bank.

From table 4.12, Reduction of queues in bankindstdle to anywhere anytime service
has a mean of 1.8 which is equivalent to most itgpdrfrom likert scale and it has a very
small standard deviation of .984 which indicatest tiespondents suggested that reduction
of queues in banking halls due to anywhere anysem@ice is most important in mobile
banking according to how customers perceive thewises. Reduction of queues in ATMs
due to anywhere anytime service has a mean of\hi¢h is equivalent to important from
likert scale and it has a small standard deviatibh.163 which indicates that respondents
suggested that Reduction of queues in ATMs duentavhere anytime service is most
important in mobile banking according to how custosnperceive their services. Improved
customer transaction management has a mean ofwhih is equivalent to important
from likert scale and it has a very small standdegtiation of .897 which indicates that
respondents suggested that improved customettms management is most important
in mobile banking according to how customers peedheir services. Fairly easily
accessible information about product and serviceahaean of 1.19 which is equivalent to
most important from likert scale and it has a vemyall standard deviation of .397 which
indicates that respondents suggested that faidyyeaccessible information about product
and service is most important in mobile bankingoading to how customers perceive their
services. Easier account management by customers imean of 1.20 which is equivalent
to most important from likert scale and it has ayvamnall standard deviation of .405 which
indicates that respondents suggested that easiengicmanagement by customers is most
important in mobile banking according to how custesnperceive their services. Increased
number of customer accounts due to range of serwffered eg bill payment has a mean
of 1.81 which is equivalent to most important frdikert scale and it has a very small

standard deviation of .756 which indicates thatpoeslents suggested that Increased
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number of customer accounts due to range of senafered eg bill payment is most
important in mobile banking according to how custosnperceive their services. Improved
customer satisfaction with way services are offérasla mean of 1.20 which is equivalent
to most important from likert scale and it has ayv@mnall standard deviation of .405 which
indicates that respondents suggested that improvstdmer satisfaction with way services
are offered is most important in mobile bankingaadag to how customers perceive their
services. Using M-Banking service saves time hasean of 1.80 which is equivalent to
most important from likert scale and it has a vemyall standard deviation of .984 which
indicates that respondents suggested that usingaMdBg service saves time, is most
important in mobile banking according to how custosnperceive their services. The
customer finds M-Banking services useful has amwd.59 which is equivalent to most
important from likert scale and it has a very dnséhndard deviation of .797 which
indicates that respondents suggested that themastfinds M-Banking services useful is
most important in mobile banking according to havgtomers perceive their services. The
customer finds M-Banking a convenient service hasean of 1.39 which is equivalent to
most important from likert scale and it has a vestandard deviation of which indicates
that respondents suggested that the customer fhBsnking a convenient service, is
most important in mobile banking according to havgtomers perceive their services. The
customer finds M-Banking a convenient service hagean of 1.00 which is equivalent to
most important from likert scale and it has a déad deviation of .000 which indicates
that respondents suggested that the customer Fh@snking a convenient service is
most important in mobile banking according to havgtomers perceive their services. M-
banking has impacted positively on service deliv&ryhe bank has a mean of 2.00 which
is equivalent to important from likert scale andhas a standard deviation of .899 which
indicates that respondents suggested that the il has impacted positively on
service delivery of the bank, is important in mellanking according to how customers

perceive their services.
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4.7 Rank challenges of mobile banking in Kenya

Respondents were asked to rank the following chgéle facing mobile banking in Kenya

in order of importance and they respondents asdriable below.

Table 4.13 Descriptive Statistics of challenges

Lack of
Regulatory Customer

cost  Security framework Awareness

N Valid 93 93 93 93

Missing 0 0 0 0
Mean 2.61 1.78 2.56 1.70
Mode 2 1 2 1
Std. Deviation 1.286 1.241 1.289 1.071

From table 4.13, cost of services as a challengart@de of 2 which is important as likert
scale and it has a small standard deviation of GL\2&ich indicates that respondents
ranked cost of the services as an important ctggldacing mobile banking in Kenya.
Security as a challenge has mode of 1 which is imngsbrtant as likert scale and it has a
small standard deviation of 1.241 which indicates tespondents ranked security as most
important challenge facing mobile banking in Keniack of Regulatory framework as a
challenge has mode of 2 which is important as filkeale and it has a small standard
deviation of 1.289 which indicates that respondeaisked lack of Regulatory framework
as an important challenge facing mobile bankingKenya. Customer Awareness as a
challenge has mode of 1 which is most importanikast scale and it has a small standard
deviation of 1.071 which indicates that respondeaided lack of customer awareness as

an important challenge facing mobile banking in ¥an

4.7 Rank Factors affecting utilization of mobile baking in Kenya
Respondents were asked to rank the following factdfecting utilization of mobile

banking in Kenya in order of importance and thespomdents as in the table below
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Table 4.14 One-Sample Test of Factors affecting liiation of mobile banking

95% Confidence

Mean Interval of the
Sig. (2-  Differenc Difference
t df tailed) e Lower Upper

Network

28.480 92 .000 1.48 1.38 1.59
coverage
Cost 27.729 92 .000 1.25 1.16 1.34
Security 27.729 92 .000 1.25 1.16 1.34
Handset use 50.480 92 .000 2.24 2.15 2.32

From table 4.14, Network coverage, cost and sgchas a mean of 1.48, 1.25 and 1.25
respectively which is most important as per therlilscale. This shows that respondents
rate the three factors as most important factdiectfig utilization of mobile banking in
Kenya. Handset use has a mean of 2.24 which isriantoas per the likert scale which
indicates that respondents ranked it as an impoféator affecting utilization of mobile
banking in Kenya. All the factors in the table hgp+ealue<.05 and this indicates that they
are significant factors that affect the utilizatiolhmobile banking in Kenya.

4.7 Rank statements according how they affect utdation of mobile banking.
Respondents were asked to rank the following statésnon how they influence factors

affecting utilization of mobile banking in Kenyan iorder of importance and they
respondents as in the table below
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Table 4.15 One-Sample Test statements according hakey affect utilization of

mobile banking services by customer.

Mean 95% Confidence
Sig. (2-  Differenc Interval of the
t df tailed) e Difference

Lower Upper

Easy of set

up/Registration 28.880 92 .000 1.51 1.40 1.61
process

Complexity of use of

the services providec 15.608 92 .000 1.99 1.74 224
by the bank
Range of the service

49.961 92 .000 2.25 216 2.34
offered by the bank
Capability of mobile

15.608 92 .000 1.99 1.74 224
phones
Security during
transactions (Issue o

28.880 92 .000 1.51 1.40 1.61

authentication and
non-reputation)
Loss of phone that
contains financial 40.336 92 .000 2.99 2.84 3.14
data by user
Cost of service to
38.964 92 .000 1.75 1.66 1.84
user
Convenience of use
of service by 26.148 92 .000 2.26 2.09 243

customer.
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From table 4.15, Easy of set up/Registration podes a mean of 1.51 which indicates
that respondents ranked it as most important ashgelikert scale. Complexity of use of
the services provided by the bank has a mean & wWilch indicates that respondents
ranked it as most important as per the likert sdaenge of the services offered by the
bank has a mean of 2.25 which indicates that respus ranked it as important as per the
likert scale. Capability of mobile phones has a med 1.99 which indicates that
respondents ranked it as most important as pdikén scale. Security during transactions
(Issue of authentication and non-reputation) hawean of 1.51 which indicates that
respondents ranked it as most important as pdikimt scale. Loss of phone that contains
financial data by user has a mean of 2.99 whiclicatds that respondents ranked it as
important as per the likert scale. Cost of serticaser has a mean of 1.75 which indicates
that respondents ranked it as most important ashpelikert scale. Convenience of use of
service by customer has a mean of 2.26 which itecéhat respondents ranked it as
important as per the likert scale. All the stateteen the table have p-value<.05 and this
indicates that they are significant and they afthetutilization of mobile banking services

by customers.

4.8 Summary of chapter four

From the findings of this chapter the major factthrat determine the mobile banking in
commercial banks in Thika town were found to giicant to evaluate technology,
security, usability and costs that affect the zailion of mobile banking in Kenya. The use
mobile banking services was ranked secure seryitbeéorespondents on the basis of level
of security being offered and this can give usenrsfidence in using the mobile banking
service. The major challenges of the study werekednmost important and fairly
important. Security and customer awareness wasedamost important and cost of the
service and regulatory framework was ranked faammgortant under challenges faced by
mobile banking in Kenya.
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND POLICY RECOMMENDATIONS
5.1 Introduction

This chapter presents the conclusions drawn frafitidings highlighted in Chapter four
and recommendations made there-to. The conclusinpdsecommendations drawn were
focused on addressing the objectives of this swbih was to establish how the four
factors, technology, security, usability and cost affecting the utilization of mobile

banking in Kenya, to find out how mobile bankinglipation has impacted commercial
banks in Kenya, and to identify challenges facingbite banking in Kenya, and make

recommendations on the way forward.

5.2 Summary of findings

This study found that technology, security, usépdind cost affect mobile banking in
commercial banks, in thika town for instance thehtelogical and cost factors that affect
mobile banking had a p-value <0.05 and this suggtsit they were significant hence
making cost and technology significant factors @ffeg mobile banking. This is because
different mobile devices available in the local kershould have hardware architecture
and operating systems that can support the bampptications. The current systems have
their failings while supporting different applicais and interfacing on different
communication networks (Laurn, 2005) as per therdiure review. Network coverage,
cost and handset use were factors that were ratetl important and important factors
affecting utilization of mobile banking in Kenya.ddile banking had a mode of 2 which is
indicate that it was secure as per its level olusgc offered. The usability of mobile
banking had a mode of 1 which indicates that it wexy convenient.

Secondly the factors and statements under mobiikitg utilization had a p-value < 0.05
hence were significant .The cost of the servicastanhnology also affects the utilization
of mobile banking in KenyaPotential to use applications offline would enlenhkeir
usability. The applications must lead them to eafsasability by providing shortcuts to

frequently used transactions and hence the usest mat have to resort to lengthy
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inputting to access data (Srite & Karahanna, 2@0®) this will affect he usability of the

mobile banking in Kenya.

Thirdly the major challenges are cost of the s®w;j security, regulatory framework and
customer awareness .All had the mode between R amdl this means that these factors
are most important and important respectively. Thallenges in table 4.15 are all
significant since their p-value <0.05 and they wegked between 1 and 2 on average and
this indicates that they are most important andoirigmt since they affect the utilization of

m-banking services by customers.

5.2 Conclusion

The study noted that mobile banking has been erairag many people and most of them
were satisfied with the different services thastbérvice provides. Some concerns about
security were cited by the respondents. Potensksto the mobile banking service were
also cited and ways to counter the risks and gépexaimprove the mobile banking
suggested. Most of the respondents were secureA¥ith banking as a service and called
for risks into this service to be looked into, majoof the respondents said that they were
very secure with the branches where they get thaiking services and a good number of
the respondents cited insecurity and had resensai@out mobile banking. They cited a
number of risks, for example, hacking of the systeissues of coding and also the issue of
PIN. Some problems were encountered in the stladyléick of knowledge about use of
mobile banking, use of different handset, netwarkrectivity and this brought about the
difference in response hence proper training amgor& coverage should be put in place

by these banks for proper utilization of m-bankssgvices.

5.3 Recommendations

Awareness creation should be enhanced so that peo@e can embrace mobile banking.
Banks should ensure that the different servicessateprovided within the mobile banking
are secure to improve their level of satisfactidme different risks that have been

identified should be checked and proper measukes t@ eliminate them.
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5.4 Further Areas for Research

Since the research was on the factors affectingtiheation of mobile banking in selected
banks in Thika town, Kenya, a further study shdagdcarried out to establish the growth
of mobile banking in different banks. This will dil@ to evaluate the factors affecting the
utilization of mobile banking and in relation toogvth in banking industry. Secondly
technical challenges that banks have faced in im@fing mobile banking could also be
researched since there is likely hood that mo#@failures of the mobile banking
systems are caused by the type of operating sy$i@mmiset being used and the mobile
banking platform.
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APPENDIX |

List of Commercial Banks in Thika Town
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Bank of Africa

Bank of Baroda

Barclays Bank of Kenya
Chase Bank
Consolidated Bank
Co-operative Bank
Diamond Trust Bank
Equity Bank

Equity Bank (Second Branch)
Family Bank

Fina Bank

Kenya Commercial Bank
NIC Bank

CFC Stanbic

Standard Chartered Bank
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APPENDIX I

Questionnaire
Section (a) General Information

I.  Name of organization

ii.  Position in organization

iii.  Gender: Male [ ] Female[ ]
iv. Age: 20-30] ] 31-40] ] Over 40 | ]
v. Level of education

Secondary [ ] Diploma [ ] University | ]
Others specify

vi.  How long have you worked in this organization (years)

Section (b) Factors Affecting the Utilization of Mdile Banking
Factor 1: Security

1. a) How would you rank the following banking sees on the basis of the level of
security offered?

(1. Very secure 2. Secure 3. Insecure 4. Verycunss
Service Rank
ATM banking 1 2 3 4
Branch banking 1 2 3 4
Mobile banking 1 2 3 4
Internet banking 1 2 3 4

b) If mobile banking is insecure or very insecure please explain why
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2. Which of the following security factors affebetutilization of mobile banking?

(1. Strongly Agree 2. Agree 3. Uncertain Diagree 5. Strongly
Disagree)

Constraint Rank
A | Risks of fraudsters accessing accounts using mbhit&ing 1] 2| 3| 4 5
B | Lack of transaction details in form of transactships 11 2| 3| 4] 5
C | The use of PIN in mobile banking 1 P 3 |4

Third party exposure in accessing clients financisdrmation via

mobile banking

The trust of the bank in keeping customers infdromaprivate

and confidential

Employees working for the bank pose a threat ofdarsfraud

racket

Others (please specify)

Factor 2: Usability

3. How would you rank the following banking sensaan their degree of convenience?

Service very ) Convenient| Inconvenienf Don’t know
convenient

ATM banking 1 2 3 4

Branch banking 1 2 3

Mobile banking 1 2 3 4
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Internet banking 1 2 3 4

4. Would you consider your mobile handset as trsamdly in conducting mobile banking
transactions?

I Yes "I No

If No, please explain

Factors 3 and 4: Cost and Technology

5. Rank the following constraints regarding usenobile banking?

(1. Strongly Agree 2. Agree 3. Uncertain Diagree 5. Strongly
Disagree)
Constraint Rank
A The process enrolling subscribers in mobile banlsegvices is 1 | 2| 3| 4| 5
complicated

B | The service instructions in mobile banking are Hardnderstand 1 2 3 4

C| Technical problems when using mobile banking sessic 1] 2| 3| 4 5
D| Too many security features complicates mobile banki 1] 2| 3| 4 5
C| Mobile banking services are expensive 1(2]3| 4
D| The costs of mobile banking services far outwelghlienefits 1 2 3 4

Others (please specify))

Section (c) Impact of These Factors Affecting Mobd Banking on Commercial Banks

6. How has mobile banking utilization influence@ tommercial banks in Kenya?

7. In your own opinion, how can mobile banking tmproved in Kenya ? Kindly explain
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8. Do you think there is a bright future of molilenking in Kenya?
1 Yes "I No

9. Rank the following statements in order of impade according to how you think
customers perceive your services. Tick the appatgone on the scale of 1 to 5, where 1-

most important, 2-fairly important, 3- importantndt important and 5- Irrelevant.

Impact 1 2 3 4 5

Reduction of queues in banking halls due| to
anywhere anytime service

Reduction of queues in ATMs due to anywhere

anytime service

Improved customer transaction management

Fairly easily access information about product and

service.

Easier account management by customers

Increased number of customer accounts due to

range of services offered eg bill payment

Improved customer satisfaction with way services

are offered

Using M-Banking service saves time.

The customer finds M-Banking services useful

The customer finds M-Banking a convenient

service

Using M-banking service enables the customer to

accomplish their banking activities more quickly
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M-banking has impacted positively on servjce

delivery of the bank.

Section (d) Challenges of Mobile Banking in Kenya

10. What are the challenges facing mobile bankingenya? Tick the appropriate one on
the scale of 1 to 5, where 1-most important, Zyfaimportant, 3- important, 4-not
important and 5- Irrelevant.

Others

(Specify and rank)

Challenges 1 2 3 4 5

Costs of the service

Security

Regulatory framework

Customer awareness

10. How would you rank the following factors inedting utilization of mobile banking in
Kenya? Tick the appropriate one on the scale af %, twhere 1-most important, 2-fairly

important, 3- important, 4-not important, and Selevant.

Factors 1 2 3 4 5

Network coverage

Cost

Security

Handset use
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Other (Specify and rank)

11. Rank the following statements in order of intapce according to how you think they
affect the utilization of your m-banking servicgsdustomers. Tick the appropriate one on
the scale of 1 to 5, where 1-most important, 2yfamportant, 3- important, 4-not

important and 5- Irrelevant.

Challenges 1 2 3 4 5

Ease of set up / registration process

Complexity of use of the services provided by the
bank

Range of services offered by the bank

Capability of mobile phone

Security  during  transaction  (issues |of

Authentication and Non-repudiation)

Loss of phone that contains financial data by user

Cost of service to user

Convenience of use of service by customer

Thank you for taking the time to complete this queonnaire.
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