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ABSTRACT

This study sought to establish factors influenaimgpile banking in Kenya: a case of Kenya
commercial bank in Garissa, it was guided by fdujectives that focused on the influence of
education, age of the respondents, cost of searidesecurity concerns on mobile banking in
Kenya Commercial bank. The study focused on atigiinformation from the customers of
the KCB bank. The main instrument for data coltattivas the questionnaire. Data was then
analysed using descriptive statistics and presentdg frequency tables using SPSS.
Through analysis the study established that Mgjasit respondents were educated up to
university and tertiary college levels. Howeverueation did not influence mobile banking.
This is because everybody in the sample owned aghaperated a bank account and had
subscribed to mobile banking. However, skills arquired to be able to operate effectively
on a mobile banking platform. Like education, age ribt influence mobile banking. This is
because everybody in the sample was found to owhome, operate a bank account and
subscribed to mobile banking. It was found that¢bst of mobile banking was not too high
and a sizeable number also said it was high. Theeel for further studies to find out why
some feel the cost is high and come up with wayseafucing it down. Majority of
respondents said there were losses due to fraudabeess of customers’ accounts due to
hacking. In order to protect customers’ accountgrd is need to employ disciplined,
gualified and well remunerated ICT in the bank andhe level of mobile provider. In past
there have incidences of bank officials colludingthwfraudsters to fleece customers’
accounts. This practice should be eliminated withieat of ICT. In order to make mobile
banking popular to all, there is need to come ugh Wetter ways of protective customer

accounts. There is also need for a comprehensiVglcy that also covers mobile banking.



CHAPTER ONE
INTRODUCTION
1.1 Background to the study

Mobile banking is a service provided by financiastitutions in cooperation with mobile
operators. It is about getting banking servicethtounbanked, those who do not have bank
access or bank accounts, and those who are atott@rbof the economic pyramid, often
living in remote areas. They receive the benefitbanking services such as being able to
save and borrow in a cost-efficient and secure Wéne services include viewing account
balances, making transfers between accounts, ongdylls via a mobile device such as a
mobile phone. In recent time Mobile banking is mafsén performed via SMS or the Mobile
Internet but can also use special programs caliedts downloaded to the mobile device

(Salzaman, Palen & Harper, 2001).

In recent years, banks, payment system providend, mobile operators have begun
experimenting with branchless banking models whietiuce costs by taking small-value
transactions out of banking halls and into locahiteshops, where agents such as airtime
vendors, gas stations, and shopkeepers, registeaoeounts, accept client deposits, process
transfers, and issue withdrawals using a clienttife phone to communicate transaction
information back to the telecommunication providebank. This enables clients to send and
receive electronic money wherever they have celecage. They need to visit a retail agent
only for transactions that involve depositing othdrawing cash (Salzaman, Palen & Harper,

2001).

In the banking world, developments in informatienhinology have had an enormous

Effect in development of more flexible payment noeth and more user-friendly banking



Services (Akinci, Aksoy, & Atilgan,2004). The rerkable gains made towards mobile
phone access have seen a steady progress in tphe s€dnnovations emanating from
exploitation of these fairly new technologies. Wimats characterized the Kenyan mobile
landscape is a rapid uptake of various servicesakegng them the mobile based products.
Mobile banking is one innovation which has prognesyg rendered itself in pervasive ways
cutting across numerous sectors of economy. An ogpte banking environment is

considered a key pillar as well as an enabler ohemic growth (Koivu, 2002).

With the continuously emerging wave of informatidriven economy, the banking industry
in Kenya has inevitably found itself unable to sedechnological indulgence. The need for
convenient ways of accessing financial resourcgerzethe conventional norms has seen the
recurrent expansion and modernization of bankirttep@s. And given the huge demand for
finance oriented services, institutions besidelistorical banks have joined the fray in an
attempt to grab a piece of the perceived cake pbdpnity within the banking industry.
Sarker and Wells 2003) assert that the only sirgleess requirement or barrier to the
resultant mobile banking will be the mobile phokiewever, worldwide market penetration
of affordable cellular devices and growing netwaekevice diffusion makes this intricacy
almost fully resolved hence setting a firm pedeétal mobile banking escalation. Other
studies have indicated that Mobile banking is goiith the grain of consumer change and
for this reason consumers are optimistic aboutréuprospects. This type of banking offers a
range of highly valued benefits — the efficient ad¢ime, real-time control of spending and
finances, budgetary control, convenience and efgseo As technology, it helps consumers

achieve many things which are important to thermk&aand Wells, 2004)



The main purpose that banks have been serving #ieaeinception is to ensure that money
is under safe custody and while doing so, they kefsas earn a certain amount of interest on
the money deposited with them. Banks have impra@zkss to financial services, such as
savings, deposits, insurance and remittances. @wan help poor people to invest in
productive assets like livestock, a loan may helpxpand business activities, and insurance
can provide income for a family if a breadwinnecames sick. In today’s world, Mobile
phones play an incredibly large role in the way wweld exists in general, and the majority
of tasks could actually not be completed if nottfog use of these mobile phones. They have
helped to make life significantly easier, produetiand more convenient for us all. Many
poor people already have access to mobile phonesshive aspect of mobile phones is that
mobile networks can reach remote areas at low Eosthermore a mobile handset can easily
be adapted to handle banking transactions (Pikikemma Pikkarrainen, Karjaluoto and

Pahnila, 2004).

At its core, Banking involves the collection, sigea transfer and processing of information
assets and Mobile phones in the current lifestgld technology are incredibly powerful and
efficient tool for handling these information preses. Mobile banking has been around for
guite some years now, but has really only becoroeprent over the past five years or so in
particular. It offers an array of different advayda to the user, including: account balances
and history including year-to-date information, thbility to transfer money from one
account to another and to payees for bill paymeadi®ck history, reorders, and stop
payments, check credit card balances and statememtsplete online loan applications,

secure interactive messaging with staff, and mucreniVenkatesh, 1999).



Mobile banking basically allows you to be able thaVerything that you can in your regular
banking institution, only with the benefit that yoan do it all right from the convenience of
your own home. Not only is this great because yaw lse comfortable and have peace of
mind knowing that you can keep track yourself dfyalur banking issues, but as well it
allows for more ease because you never have to/vabout rushing out and making it to the

bank.

The banking industry in Kenya is well establishethva myriad of commercial banks which
are categorised as large, medium and small bardsp€tition is very high between these
banks and also the demand for banking servicdsasacreasing with the gradual increase in
economic growth. There is need to enhance valueedglfor the clients to stay competitive
in the industry. Banks tend to increase branchekencountry to beat competition but the
new trend is to improve service delivery and hasneghnology to serve customers better

hence increased revenue (Koivu, 2002).

Banks are now providing special services, valuesdddervices, by way of increasing
convenience, tapping a broader market, increasimgice channels and lowering cost in
accessing their services. Previously, customerstbachvel to branches to access services
like loan application, account balance and staténpay bills and funds transfer. This is an
inconvenience since customers have to queue aéeelling. This costs them money and
time hence extra cost to access banking servicéenWhere is a great demand for these
services like school opening times, month end ahdrgrime times the long queues lead to
disservice to customers, who in today’s Kenyan mahiave a choice of going to competitors
reducing revenues therefore taking away the businé&th every other bank seeking to
compete in the lines of convenience, speed andrloast, enhanced up to-date information
provision, Banks have to find a way to improve #srvice delivery for its customers

(Venkatesh, 1999).



Garissa County is the provincial headquarters oftiN&astern Province. It borders Isiolo
County to the northwest, Wajir to the north, thep&aic of Somalia to the east, Tana River
County to the west and ljara to the south. The [adjmn of the district is concentrated in
small pockets surrounding water points and markatres. These are the areas where basic
services like education, health, security and comiakactivities are found. The major towns
also attract large populations especially Gariesantwhich accounts for 20% of the county
population.

The transactions include checking of account basndistory including year-to-date
information, the ability to transfer money from oaecount to another and to payees for bill
payments, check history, reorders, and stop paynateck credit card balances and
statements, complete online loan applications, reetueractive messaging with staff, and

much more.\ww.kcb.co.ke

This project seeks to carry out a research on Ké&yamercial Bank's (KCB’s) Mobile
banking service. KCB is a fully fledged commercidnk offering savings and lending
services to individuals, entrepreneurs and compaaoieall sizes. It has the largest branch
network in the East Africa and enjoys dominanc¢éhasBank with largest balance sheet and
capital base, respectively, in the region. It ipublicly quoted company with its shares
trading at the Nairobi Securities Exchange (NSEQjamnta Securities Exchange, Dares

Salaam Stock Exchange and Rwanda over the Coumter.kcb.co.ké.

In 1997, KCB set up business in Tanzania beforeaeding further to Southern Sudan in
2006 and Uganda in 2007. The youngest subsidiamani@a began operations in 2008. The
Bank has a network of 210 outlets and over 400mated teller machines across East Africa
that are strategically located to provide synergi@®ss markets. During the reporting period

a total number of 73 new branches were opened athesregion, raising the number from



137 branches to the current 210 branches. 41 néet®opened in Kenya, 11 in Uganda, 5
in Tanzania, 6 in Southern Sudan while KCB Rwanti&civbegan operations in 2008 has 9
outlets. Most of the branches are located in radmhinistrative and business centres. KCB
has over two billion authorized shares held amorenyan, East African and foreign

investors www.kcb.co.ke

The Bank also introduced a mobile telephone banfaniity for its customers in 2009. The
product commonly known as KCB Connect is a molaleghone Bank that has changed the
lives and financial lifestyle of mobile subscribdars Kenya estimated at 17million. The
mobile Banking service provides full Banking seegmn the mobile telephone handset at the
touch of a button, including enquiries, Bankingtiastions, funds transfers and utility bill
payments. A key differentiator between KCB Conraedd other offerings in the market is the
ability of all mobile telephone subscribers to op@eounts on their phones that will enable
them to transact with KCB. Working with one of Ker'sy major mobile telecommunications
service provider, the Bank has put in place theessary infrastructure to enable customers to
transfer funds from one KCB account to anothemnfi¢CB to the revolutionary and trend-
setting Mpesa service and vice versa and from aDB ccount to any phone account of the

customer’s choicewww.kch.co.ke

One can easily access his/her accounts througimdiisde banking service by dialling *522#
and following the prompts. KCB connect Servicedude checking KCB account balance,
buying credit/airtime, Sending money to M-Pesa aotoTransfer funds to other KCB
accounts, Withdraw cash, Get mini statements, Seruequest i.e. Cheque book request,
Foreign exchange rates, Full statement requestp Stbeque and paying bills.

(www.kcb.co.ke



1.2 Statement of the Problem

As discussed earlier studies have addressed caomtesues and conducted general
consumer surveys however, there is little reseandilable in the literature on customer
perceptions of and utilization of mobile bankingkianya. People’s level of experience with
technology is higher than a decade ago. The futfiMobile banking looks encouraging and
bright, if barriers are overcome. These barriecdute security of Mobile Banking, cost of

mobile banking services, user’s knowledge on MoBieking, availability of mobile phone

and other user’'s perceived barriers on Mobile BagkiThis study therefore sought to
investigate the factors affecting mobile bankingalhincludes security considerations, level

of education, age of users and cost of transactions

1.3 Purpose of the Study

The purpose of this study was to establish fadtdhsencing mobile banking in Kenya: a

case of Kenya commercial bank in Garissa.

1.4 Objectives of the Study
This study was guided by the following objectives:

i) To establish the influence of education level auke of M-banking among the

customers of KCB Garissa Branch

i) To determine the influence of users’ age on theofidd-banking among the

customers of KCB Garissa Branch.

iii) To establish the influence cost of services orudeeof M-banking among the

customers of KCB Garissa Branch

iv) To explore the influence of the key security aamms on the use of M-banking

among the customers of KCB Garissa Branch



1.5 Research Questions
The study will be guided by the following questions
i) What is the influence of education level on the ais®l-banking among the

customers of KCB Garissa Branch?

i) What is the influence of users’ age on the use dfdviking among the customers

of KCB Garissa Branch?

iii) What is the influence cost of services on theaigd-banking among the

customers of KCB Garissa Branch?

iv) What is the key security concerns influencingube of M-banking among the

customers of KCB Garissa Branch?

1.6 Significance of the Study

The findings of this study may be useful to diffeareeohorts of the population. Firstly,
business owners may use the findings to educatasilges on the many avenues and
platforms that m-banking affords them and theireptance can help to reveal the underlying
logic of

Practitioners’ strategic decisions in informatioamagement. Secondly, the findings of this
study may be used by mobile phone operators ankinzamstitutions to improve or expand
their services in a way geared to economic empowetro all involved and also provides
information for managers and software vendors sgekib enhance the adoption of

communication-oriented forms of ICT and telecomnsations.

1.7 Delimitation of the study

This study sought views of the factors influencihg use of the M-Banking from the

customers of the KCB who use the M-Banking services



1.8 Limitation of the study

Garissa being predominantly rural, the findingghef study can only be duplicated in other
parts of the country with caution and cannot beegalized. The study was expected to be
constrained by resources of finances and time.tAvls expected to be undertaken within
limited time that is available and not all respamdecould respond to the study and affected
the amount of data collected. The researcher &#ethuch as possible to obtain information

from the respondents’ interventions.

1.9 Assumptions of the study

This study assumed that all the information givgrite respondents was true to the best of
their knowledge and that it assisted the researdttze researcher had no control over it.

The study took into consideration the assumpti@t tlariables that were used in the study
were not to change in the cause of the researébdpand that the respondents gave correct

and valid information so as to get valid data.

1.10 Definitions of Significant Terms

Bank refers to financial institution and fenancial intermediary that accepts deposits and
channels those deposits into lending activitiebeeidirectly or through capital markets
Banking Businessrefers to the business of receiving money on ctiroerdeposit account,
paying and collecting cheques drawn by or paidyirclsstomers, the making of advances to
customers, and includes such other business asutirity may prescribe for the purposes
of this Act.

Bank customersrefers to a person who is utilizing one or morehef services provided by
the bank and through whom the bank gets an opgtrtttnmake an earning in return to the

service they can provide the customers with. Famgde an individual who has an account



with a bank or an individual who has a mortgaga twan with the bank or an individual who

has a fixed deposit with the bank are all bankaasts.

Cost of servicesrefers to a fee charged to cover services relmdtie primary product or
service offered to a bank customer for example dbel a fee for using an ATM to withdraw

cash.

Mobile Phoneis a device that can make and receive telephote @atr a radio link whilst
moving around a wide geographic area. It does sadmnecting to a cellular network
provided by anobile phone operator, allowing access to the publephone network.

Mobile Banking refers to provision of banking and financial seegavith the help of mobile
telecommunication devices. The scope of offeregises may include facilities to conduct
bank and stock market transactions, to administmownts and to access customised
information.

Economic Developments a process by which people in a society incrélasie personal and
institutional capacities to manage and mobiliseueses to produce sustainable and equitable

distributed improvements in their quality of life.
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CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction

This chapter reviews related information concermmgpile banking. The chapter starts by
discussing the influence of education level on Mkwag, then discusses the influence of
users’ age on M-banking and the extent to whiclctist of services influences M-banking. It
finally reviews the key security concerns regardmganking and their impact on Mobile

banking adoption by customers.

2.2 Influence of Education Level on M-Banking

The rapid development of information technology atiscted the banking industry globally.
An impact of information technology in the bankisgctor is the introduction of mobile
banking. Earlier studies have shown the usefulrdsmsobile banking in facilitating the
financial transactions between banks and theirooosts (Kleijnen et al.,, 2004; Luarn and

Lin, 2005; and Mattila, 2003).

Since mobile banking is one of the most technoklgapplications in terms of innovation, it
is important that a strong understanding on howehenovations would benefit is inculcated
among clients. Based on previous research workdanated community is better at adopting
new mobile banking technologies (Mattila, 2003) pRachanges in the financial services
environment; increased competition by new playe@nf non-banking sector, product
innovations, globalization and technological adwanent have led to a market situation
where battle of customers is intense. In ordetige to the challenges, service providers are
even more interested to enhance their understamdiognsumer behaviour patterns.

The newly emerged mobile banking services represeribnovation where both intangible
service and an innovative medium of service dejiwamploying high technology are present.

Thus, concepts of innovation and diffusion of inatbon are even more intricate as

11



technology and service aspects have an effect enchiaracteristics of mobile banking
services (Mohr 2001). Traditionally research relgtio the customer adoption of innovation
has tended to concentrate on socio-demographicpapchographic attributes of potential
adopters. Even though these kinds of personal cteaistics of a consumer have been found
to be predictors of adoption, an increasing bodyeskarch has demonstrated that it is the
perceived attributes of innovation itself ratheartithe personal characteristics that are the

stronger predictors of the adoption decision (Bletkl. 2001, 391).

Studies have shown that most of electronic (Int@rbanking users have traditionally had
university level education and higher professiolsyéwardhena & Foley, 2000). In their
studies, Jayawardhena & Foley,2000) found duringrirew that people who have adopted
technology enabled services like mobile phonesAinds are more open and eager to adopt
mobile financial services (MFS). On the contrahg tvillagers who had never used an ATM
or a mobile phone were found to be reluctant to eni@kancial transaction through mobile
phones. This clearly showed that lack of technoloepdiness among the rural population

would be a barrier towards ensuring adoption of MFS

Laforet and Li (2005) found that in China, the lamkunderstanding of the concepts and
benefits was a main barrier to consumers using ledimnking. Subsequently, users of
mobile banking were not intended to be highly eteadtand were typically younger people in
China. This was in contrast to the situation in tlestern countries as discussed by
Karjaluoto, Mattila, and Pento, (2002). As discus®y Trappey and Trappey (2001), the
Chinese are used to carrying cash, and have Llitiefidence in traditional financial

management. Compared to other Asian consumers,e€ihinonsumers seem to be more
traditional and less affected by new technologyaadements. Heinonen (2004) & Forman
and Sriram (1991) found that some customers sim@fer to deal directly with a bank clerk

instead of utilizing “arms-length technology” (emobile banking). The examples tend to

12



show that education level of consumers have atga@mn their adoption of new technology,
mobile banking being one of them. The extent tocwreducation level affects the adoption
of mobile banking in Kenya is however not quiteatlgiven that mobile banking is a recent

innovation in Kenya.

2.3 Influence of Users’ Age on M-Banking

According to Howcroft, Hamilton & Hewer, 2002, degnaphic factors that describe typical
electronic banking customers include young, afftuamd highly educated. Northern

European countries are among the most advancedroties adoption to and use of different
new mobile and technological appliances. Theseto@grhave extended the implementation
of technological advancement in banking serviceda@glu & Ekin 2001, Howcroft et al.

2002)

Although the densities of fixed and mobile conratti are high in all the Nordic countries,
the number of most advanced Internet-enabled mpbibaes is still fairly low; in Finland 20

% of population has Internet-enabled device. Initamd younger people have advanced
mobile phones more often than older people (ThaiginBankers' Association, 2002). In
fact in the age group 60 years or over as wellhasng retired persons the access rate is only

3-9 %.

In one study, age and education were found to hejer influences on the use of the mobile
phone for banking services (Suoranta, 2003). Geaddrage were found to be the main
differentiators in another study (Laukkanen & Pasar2007). A study by Mattila (2002)

found that Internet banking user is middle agethtirely wealthy and highly educated. In
the study, a user of mobile banking belonged miisinao age group 25 to 34 years old.
Majority of the so called regular users (43.6 %yave5 to 34 years old as well as majority
(36.8 %) of occasional users, whereas non-users vetatively older compared to the two
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other groups. Every third of non-users (31.7%) hgéul to age group 35 to 49 years old and

25.9 % to 50 to 64 years old(Mattila, 2002).

In their study Rajanish & Sujoy (2011) found thaeudemographics like education and age
have impact on the amount of technology readinésseopopulation. Technology readiness
was seen to be higher among the educated peopléoaed among the higher age groups
(older than 50 years). Thus, technology readinessng the set of population can be
determined based on the awareness and adoptiaaitdlae technologies and a combination

of demographics like education and age.

A study by Wood (2002) in Jordan found that théuiemce of age is noticeable. Through the
fact that compared to older consumers, youngertgdespecially those under age 25 are
more interested in using any new technologies, sashinternet or mobile banking
application. This finding is supported by a stugyMattila (2003), who found that the age
group of 17 to 25 years has the potential to becosags of mobile banking, because of its
familiarity with the latest mobile technologies. éde results require the banking sector to
focus on these cohorts as a target for marketiry srategic planning. This would make
them to be the major group of users for mobile bankpplication. Besides that, the targeted
users would also comprise middle aged, earnindivelg good income and highly educated.
Thus, age was found to be an important factor tedesidered for the adoption of mobile

banking application in Jordan.

2.4 Influence of Cost of Services on M-Banking

Financial institutions, which have had difficultyropiding profitable services through
traditional channels to poor clients, see mobileaficial services (MFS) as a form of
“branchless banking”, which lowers the costs inedlin serving customers (lvatury & Mas,

2008). Technological development has provided dppdres for service providers to
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develop their services and offer customers moraliliity. As a consequence, banks have
launched multiple service access methods via néiwedy channels like ATM, internet and
mobile phone (Laukkanen & Pasanen, 2007). Low-tastking can bring into its fold a
considerable group of consumers who formerly ctglderved only at too high a cost (Datta,
Pasa, & Schnitker, 2001). However, studies havevehbat there have been bottlenecks in

the rate of adoption of MFS in various parts of weeld.

One issue driving future mobile banking is the cefficiency pressures from supply side.
Payment transaction costs vary. Quite often wiseleapability is built into financial
institution's software platform, leaving maintenarend upgrades as the only added costs
(Mattila and Pento 2002; McCall, 2002). European ddnsultants, International Data
Corporation, expect mobile banking to be the fasgeswing sector of total information
technology spending on electronic banking, with9@9 to 2003 compound annual growth

rate of 129% (West, 2001).

Relative advantage is concerned with the degreéhioh an innovation is perceived as being
better than the idea it supersedes. The degreelative advantage is often expressed as
economic profitability, social prestige, and sawirng time and effort, immediacy of the

reward or as decrease of discomfort (Rogers, 1995).

Various studies have been conducted to extendabe technology acceptance model (TAM)
as well as other extended models of TAM by testirgy significance of different constructs
and antecedents. For example, perceived finanostl system quality and social influence
had been added to the original TAM constructs ardewound to be positively associated
with consumer intentions to use mobile banking isess (Kleijnen, et al., 2004). Other

studies repeatedly listed mobile device attribdiles tiny displays, slow data connection,
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weak usability, and associated cost as inhibitérsxabile banking services (Laukkanen &

Pasanen, 2007; Mallat, Rossi, & Tuunainen, 2004).

According to Mallat (2007), the cost of a paymeansaction has a direct effect on consumer
adoption if the cost is passed on to customersishetion costs should be low to make the
total cost of the transaction competitive. The seantion costs of sending money through the
mobile payment technology are lower than thoseaokb and money transfer companies.

In their studies in India, Rajanish & Sujoy (20X&und that the cost of availing the mobile
financial services was a common matter of concemorey the villagers who were
interviewed. People wanted to know whether theyld/oeed to purchase a new handset for
using mobile financial services (MFS) and were @&ager to know the cost of transaction for
availing this service. People were ready to paynallsamount (in the range of one rupee to
two rupees) per transaction for using MFS. Theyewswvare and appreciated the fact that
using MFS would save them a lot of time, effort andney that they currently spent for
accessing banking and financial services throughetkisting channels of delivery. Hence,
cost of the MFS is an important factor that wouktedmine the adoption of the services
among the rural population. Given the fact thatarigj of the rural population falls within
the lower income group, the total cost of availthg services need to be minimized for

ensuring faster adoption.

According to Nah, Siau, and Sheng (2005), the obshobile devices and mobile services
was identified as an investment concern. Luarnland2004) argued that financial cost was
one of the greatest concerns in adoption of mdialeking services. Furthermore, Ram and
Sheth (1987; 1989) stated that it was not viable donsumers to change their way of
performing their banking tasks without offering ®osg performance-to-price advantage.
The price of banking services may have an oppadfect with respect to the adoption of

mobile banking, which may result in consumers préafg the traditional banking services
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(Laukkanen et al, 2007). Users agree to pay a nad® fee to use a service. However this
would depend on the banking and service providesviBion of a lower service cost is a
major benefit for users using mobile banking andgeming banking transaction functions
through a mobile device; so the “value for monegirier may be another factor influencing

the adoption of mobile banking services (Laukkaaeal, 2007).

2.5 Security Concerns and their influence on Mobil@anking

All business transactions require some elementsrusit, especially those conducted in
uncertain environments (Lee, 1998). In order to glete the purchase transaction, customers
have to trust the online business or the overwhednsiocial complexity will cause them to
avoid purchasing the service (Gefen, 2000). Intedecc commerce, trust can be viewed as a
perceptual belief or the level of confidence onpeets from the other party during an online
transaction (Javenpaa et al., 1998).

While consumers initially trust their e-vendors drave an idea that adopting online service
is beneficial to job performance or life style, yheill eventually believe that on-line services
are useful (Gefen, Karahanna & Straub, 2003). miqudar, Gefen et al. (2003) found that
trust in an on-line shopping setting explicitly ioated that trust is an antecedent of perceived
usefulness. Trust also has a direct influence corsumer's behavioral intention to use the
service (Wu and Chen, 2005). Trust is one of therd@nants of perceived usefulness
especially in an on-line environment. Pavlou (208lsp found that trust has a positive effect

on perceived usefulness in an e-commerce setting.

Security and trustworthiness of usage of servicenis of the most important factors within
every target segments when deciding on bankingicgemelivery channel. According to
Rogers (1995) the perceived innovation charactesisare supposed to provide the

framework on how potential adopters perceive aomvation. Research that has investigated
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the product characteristics of innovation has gaheendorsed evaluating the innovation
along the product characteristics that involve fie®nstructs; relative advantage,
compatibility, complexity, trialability and obsetity (Moore & Benbasat, 1991).
Particularly in banking services the perceived askociated with the financial product itself
as well as with electronic delivery channel is leigthan in basic consumer goods, and hence
increasing the importance of this attribute of waton (Harrison 2000: 242). Ensuring
security and confidentiality are the fundamentarequisites before any banking activity
involving sensitive information can take place.y@aardhena & Foley,2000). Relative
advantage, compatibility, trialability and obsemliépare positively related to adoption of an
innovation and the remaining two, complexity andcpered risk, negatively related (Rogers

1995).

The effect of trust has been identified along vather dimensions on the adoption of MFS
(Gu, et al., 2009; Luarn & Lin, 2005). Mattila (ZB)0found risk to be a very significant factor
in adopting mobile banking. In their study, Rajaing Sujoy (2011) found that when it came
to monetary transactions, villagers preferred chinnhat they trusted. Existing studies
(Donner & Tellez, 2008; Gu, et al.,, 2009; Luarn 811 2005) on the effect of trust on
adoption of MFS had been primarily focused on pesptrust on the technology being
offered. In case of the rural under-banked poputatihe complexity of trust was found to be
twofold: first the trust of people on technologydasecond, the trust on the financial service
that is being offered. Thus, generating trust orSME&mains one of the major challenges for

ensuring adoption of offered services among thal mumder-banked.

In a study in a rural setting, the villagers men¢id that people should be made more aware
about MFS and its usage through group meetingstraiming sessions in order to generate
trust among them about MFS (Gu, et al., 2009).d&ffeness of the agent/merchant network
in making people realize the usefulness of MFS tBating a trustworthy ground level
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infrastructure for MFS would contribute towards geting trust among the people. The
villagers also mentioned that, once people arobhedtstarted using MFS, they would gain
more trust on the service and would like to use shene. Thus, peer feedback/social
influence was found to have a positive impact anttst of the people on MFS. Both these
antecedents can be related with subjective normalsaafluence as discussed in earlier

studies (Kleijnen, et al., 2004).

Besides the perceived usefulness and perceivedofasse, the usage intention of mobile
banking can also be affected by the security aid@y concerns of the users. This argument
is based on the work of Luarn and Lin (2005) andh@vé2003). According to Wang et al.
(2003), security and privacy are the two importdithensions in perceived credibility.
Perceived credibility is usually impersonal andie®lon reputation, information and
economic reasoning (Ba and Pavlou, 2002). By d&imi perceived credibility is
one’s judgment on the privacy and security issuesobile banking. The importance of
security and privacy to the acceptance of bankewhrologies has been noted in many
banking studies (Howcroft et al., 2002; Polatoghd aEkin, 2001; and Sathye, 1999).
Basically, fear of a lack of security is recognizasl an important factor impacting the
acceptance of mobile banking. In the study of Luamd Lin (2005), they found that
perceived credibility has a significant impact dre tdevelopment of willingness to use
mobile banking. Furthermore, Wang et al. (2003) nfbuperceived credibility to be
significantly related to the technology acceptarmafeinternet banking. Obviously, the
perceived credibility that people have in a systehich concludes financial transactions
securely and maintain the confidentiality of th@ersonal information will affect their
voluntary acceptance of mobile banking. Since neobdnking is somewhat new, perceived
credibility has the higher ability to predict antp&ain the intention of users to adopt mobile

banking.
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The consensus among researchers is that the geotirélectronic banking system is an
important variable in adoption of technology by tieers (Lin & Lu, 2001; Mcknight &
Chervany,2001; Pikkarrainen, Pikkarrainen, Karjad@& Pahnila, 2004). In fact, people in
high risk environments need to analyze situatidBgice transactions in the electronic
banking environment are processed virtually angfeeare not able to see the process, users’

perception of the security of the system may beaated with mistrust (Venkatesh, Morris,

Davis, & Davis, 2003).

In a mobile environment, it is necessary to havegieed security and trust in the vendors
and the payment system. (Siau, et al., 2004; M&l2@7). Other security factors important to
the users are anonymity and privacy, which relateigde policies of customers’ personal
information (Jayawardhena & Foley, 1998; Mallg@02). Recent research results indicate
that people are concerned about unwanted disclo$ymevate information, or simply misuse
of their information by the company collecting Kesh et al., 2002, Sathye 1999). This
dimension of risk include undisclosed capture dbrimation such as consumers’ shopping
habits. Thus, privacy risk was particularly saliémt e-payments. Perceived privacy risk is
defined as the possibility that online businesseghtn use personal information
inappropriately hence invading a consumer’s privdtyshadham 2000).

Researchers identified nine dimension of perceivied: financial, performance, social,
physical, psychological, time-loss, personal, pwaand source (Kim and Prabhakar, 2002).
They grasped the effect of perceived risk on aaegpechnology such as Internet banking
by demonstrating that the more perceived risk cag the less likely he will accept new
technology. Researchers found that perceived riskinfluenced by trust toward the
transaction partner (Javenpaa and Todd 1998, Nootelet al.1997). Jarvenpaa and Todd
(1998) also showed that trust works as a mechafasmeducing consumer’s perceived risk

in Internet shopping.
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A recent study of Internet banking showed thatttreduces perceived risk and invigorates
the usage of online banking service (Yousafzail.e2@3, Suh and Han 2002). In contrast,
Nooteboom et al. (1997) found that higher perceiskl decreases the level of trust toward
the partner. In addition, Mayer et al. (1995) itesisthat it was unclear whether trust comes
before perceived risk or otherwise. Whichever thgeg it is clear that security is an important
concern to mobile banking adoption by potentialstoners. This study intends to find out

the level of security concern by customers of Ke@ganmercial Bank.

2.6 Conceptual framework

Level of
education

Cost of
operation

Use of
Mobile
Banking

Figure 2.1 Conceptual framework for the factors afécting mobile
banking

21



CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction

The chapter describes the procedures that wereimisetiducting the research. It contains
the research design, population, sample size anglsey procedure, data collection and data

procedures.

3.2 Research Design

The research design used in this study was deseriptirvey. The study aimed at collecting
information from the respondent in relation to thatccess to Mobile banking services in
Kenya Commercial Bank’'s KCB Connect. The researas wonducted using a purely
guantitative method. Data was gathered througlabigi cluster sampling techniques using

comprehensive questionnaires.

3.3 Target Population

The study was carried out within Garissa town. ¢heice of the town was influenced by the
presence of Kenya Commercial Bank within the tovemde respondents could easily be
reached. The study employed a method of surveyhe d@ccount holders in Kenya

Commercial bank which is currently offering mobbanking service called KCB connect.

Non account holders were also included in the suseeas to help find out the perceived
barriers in adoption of mobile banking servicese Btudy included all the account holders
operating under KCB’s M-Banking service platfornhigincluded business people, personal

account holders, and corporate customers amongsothe
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3.4 Sample and sampling techniques

The study addressed unexplained gaps in the qatwveitsurvey through selected qualitative
tools which were methodically engaged to bring ightl further information of pertinent
nature. Therefore, the sampling method employed avasnple random Sampling Method.
The questionnaires were distributed in hard copmédt to 400 respondents drawn randomly.
This ensured that the research instruments funetielh and questionnaires administered to
the respondents without any bias. This is basicallsimple random sampling which is a

probability sampling method.

3.5 Validity of the instrument

Validity is defined as the accuracy and meaningfs#nof inferences, which are based on the
research results. It defines the degree to whishlt® obtained from the analysis of data
represent the phenomenon under the study. The iguesire was designed to tap
information from the respondents as is requireshéasure. To also validate the instruments a
pre-test was conducted. Validity is an indicatiéthow sound the research is. It applies both
the design and the methods of the research. aliditlata collection means that the findings
truly represent the phenomenon measured. The oimgatested validity by comparing the
variance between two sets of results and these thergilot study results and the actual

results. Small variance was noted which imply tietruments were valid.

3.6 Reliability of the instrument

Mugenda (2003) defines reliability as a measure¢hef degree to which instrument yields
consistent results of data after repeated trialiaBiéity of research instruments refers to the
consistency of instrument items applied. It iséx&ent to which an instrument produces the

same result every time it is used. The researdceied out a pilot study by performing same
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survey with the same respondents within one weegt-(etest method) and determined
reliability by calculating Pearson correlation dasénts of the two sets which was then used
as a quantitative measure of the test-retest ri#yalrhe coefficient results of two sets had

negligible difference with one set giving coefficievalue of 0.78 and the other set a value of

0.81 which ascertained the reliability of the instents.

3.7 Data Collection Procedures

The researcher obtained an introduction letter fkenya Commercial bank allowing him to
collect data. After this he sought permission fromevant authorities of Garissa before
administering the research instrument. The reseanafith the help of a research assistant
personally visited the target population and disiies questionnaires to 400 respondents
whom they gave enough time to respond to the imstni and thereafter the team collected

the instruments in readiness for analysis.

3.8 Data analysis techniques

The researcher first established if the entire tjpmsaire was dully completed. The data on
the questionnaire was coded, classified and suragthrior analysis. Descriptive analysis

was done to describe the population and test tfectbes. This enabled the researcher get

the percentages and counts of the respondentsbapam the issues being researched.
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3.9 Variables and Methods of Data Analysis

Table 3.1 Variables and Methods of Data Analysis

Variables

Research questions Independent

1. What is the influence of Mobile Banking
users’ level of education or

Mobile banking?

2. What is the influence of Mobile Banking
Users’ age on the utility an
adoption of Mobile

banking?

3. To what extent do cost of Mobile Banking
services influence Mobile

banking?

4, What are the security Mobile Banking

Dependent Method of
data analysis

Number of Percentages

respondents and Frequencies

their opinions on

mobile banking

challenges

attributed to level

of education.

Number of Percentages

respondents and Frequencies

their opinions

based on age as a

factor in mobile

banking.

Number of Percentages

respondents and Frequencies

their opinions on

Cost as a factor in

mobile banking.

Number of Percentages

25



concerns and their influenc respondents and Frequencies
on Mobile Banking? their opinions on
security of mobile

banking.

3.10 Ethical considerations

The study observed ethics in research. This incdudating identities of bank customers
with confidentiality. The researcher sought periisgrom the respondents and explained to
them how the information gathered would be impdriamobile banking practices in Kenya

to foster development.
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CHAPTER FOUR
RESULTS AND DISCUSSION
4.1 Introduction

This chapter presents data analysis and discussiotiss order: questionnaire return rate,
influence of education on mobile banking, influerafeage on mobile banking, extent to
which cost of services influences mobile banking #me key security concerns on mobile

banking.

4.2 Questionnaire return rate

Questionnaire return rate is the proportion of shenple that participated in the survey as
intended in all the research procedures. Out of 4¢086stionnaires administered to the
customers of KCB, 372 were returned and other medgats were too busy thus making a

guestionnaire return rate of 93%.

4.3 Influence of education on mobile banking

One of the objectives of the study was to esthbihe influence of education on mobile
banking. The respondents were asked to stateléweil of education because it was thought
to influence mobile banking in terms of adoptiondearstanding and knowing how to transact
through mobile banking platform and therefore teesd some of the challenges encountered
in relation to level of education. Bank custonberefore stated their level of education and

the results are shown in Table 4.1
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Table 4.1 Education level of the respondents

Education level Frequency Percent
Primary 38 10.2
Secondary 54 14.5
Tertiary colleges 107 28.8
University 133 35.8
Informal 40 10.7
Total 372 100

As indicated in Table 4.1, majority of the banktomsers accessing bank services through a
mobile were educated up to university (36%), teytizolleges (29%) and secondary (14%).
The rest had (10%) each i.e. primary and infornthication. Even though majority had
acquired higher education, it did not seem to hiaWkience on mobile banking. This is
because everybody who was interviewed owned a mgiibne, a bank account and had
subscribed to mobile banking. Asked if mobile bagkiwas difficult to use, 64% of the
respondents said it was not. Mobile banking usagis across all the education levels
however it was noted that those who had informalcation and those up to primary had
difficulty in operating mobile handset to acceslbaervices while others forgot their
passwords and were mainly concerned about the isecfirtransacting through a mobile.
Besides education, the study tried to find outkifls were needed to operate on modern

banking platform and the results are as shown bi€lr4.2.
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Table 4.2: Requires sufficient skills to operate omobile banking platform

Category Frequency Percent
Strongly disagree 26 7.1
Disagree 40 10.7
Neutral 67 17.9
Agree 107 28.6
Strongly agree 132 35.7
Total 372 100.0

As Table 4.2 shows, to be able to operate effdgtiomm mobile banking platform one
required sufficient skills. This is according tooab 64% of the sampled bank customers who
agreed that skills were necessary in this area em&ome claimed that they had not been
properly trained on the process and thus affectieg efficiency. It was noted that majority
of those who agreed were either educated up toapyimr had gone through informal
education. Nonetheless a number of those who hielrlEademic credentials were hesitant
and acknowledged that the process was tedious ifraliid at first instant but became easier
as they used it time and again. The study werthdurto investigate if mobile banking

service was preferable for the high and learnedtaadesults are indicated in Table 4.3
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Table 4.3: Service preferably for high and learned

Category Frequency Percent
Strongly disagree 186 50.0
Disagree 66 17.8
Neutral 14 3.7
Agree 40 10.7
Strongly agree 66 17.8
Total 372 100.0

As Table 4.3 shows, majority of the banking custan@ mobile banking (about 68%) said
the mobile banking service was not the preservthefhigh class and the learned. In fact,
only about 29% agreed that the service was prdiefabthe high class and learned people
and they attributed their claim to high cost of n®khandset and the classical aspect
associated with the evolving technology. About 48mained neutral. Generally majority
disagreed which therefore reinforces the earliedifig that education has no influence on

mobile banking.

4.4 Influence of age on mobile banking

The study also sought to establish the influenceagd on mobile banking. The study

investigated if age influenced mobile banking amelesults are indicated in Table 4.4
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Table 4.4: Age of the respondents

Age Frequency Percent
18-25 years 67 17.9
26-35 years 119 321
36-50 Years 107 28.6
>50 years 79 21.4
Total 372 100

According to Table 4.4, majority of bank customemsre aged 26 years and above. This
consisted of 26-35 years (about 32%), 36-50 yeasut 29%) and over 50 years (about
21%). Like education, age did not influence mob#eking as it has been adopted across all
age groups. People across all age groups ownedephaperated bank accounts and
subscribed to mobile banking. However bank custsmeer 50 years of age believed that it
was difficult to transact through a mobile handhst to diverse reasons associated with age

and a few mentioned were poor eyesight, long praeednd memory of password.

4.5 Extent to which cost of services influences mibd banking

This study also investigated the extent to which twost of services influenced mobile
banking as it was believed to basically determisexdoption and usage and the answers are

shown in Table 4.5
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Table 4.5 Mobile banking services accessed

Type of service Frequency Percent
Buy airtime 79 21.4
Transfer funds 107 28.6
Check balance 119 32.1
Pay bills 67 17.9
Total 372 100

According to Table 4.5, there were two main sewviaecesses by mobile banking customers
which were checking balance and transferring fufithés was mentioned by about 32% and
about 29% of respondents respectively. Othersasvncluded buying air time (about 21%)
and the least was paying bills (about 18%). Probti# usage on paying bills might increase
as users acquire more skills, confidence and poecisf utilizing the service. It was noted
that majority of them had not experienced high gharwhile transacting and had positive
perception towards the new banking technology ay #tknowledged it was cheaper than
visiting the bank premises. The study also investid the phone cost of mobile banking and

results are shown in Table 4.6.
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Table 4.6: Phone cost for mobile banking high

Category Frequency Percent
Strongly disagree 147 39.3
Disagree 93 25.0
Neutral 26 7.1
Agree 53 14.3
Strongly agree 53 14.3
Total 372 100.0

According to Table 4.6, majority of bank custom@bout 64%) disagreed that the cost for
mobile banking was too high. Only about 29% sakl ¢bst was high and about 7% were
neutral. However those who agreed the phone cost igh did not have substantial
explanations to back their claim as they furthedeatl that Mobile handsets for mobile
banking have special features and is not the casang model can be used and thus
awareness was noted to be deficient. Table 4.Wslhive difficulties experienced in mobile
banking.

Table 4.7: Difficulties experienced in mobile bankig

Technicality Frequency Percent
Long and difficult procedure 93 77.8
Transactional delays 13 11.1
Poor password memory 13 11.1
Total 119 100

As shown in Table 4.7, majority of bank customer8%) mentioned long and difficult

procedure as a difficulty in mobile banking. A fewspondents mentioned transactional
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delays (11%) and poor password memory (11%). The &nd difficult procedure was noted
to be influenced by level of education and age apnty of the bank customers who stated
were over 50 years of age, primary as their leteldocation and the informally trained. The
study also tried to find out if it was easy to aicguransaction with mobile banking and the
results are shown in Table 4.8

Table 4.8: Respondents opinion on the ease to acrpitransaction with mobile banking

Category Frequency Percent
Strongly disagree 67 17.9
Disagree 79 21.4
Neutral 79 21.4
Agree 67 17.9
Strongly agree 79 21.4
Total 372 100.0

As to whether it is easy to acquire transactiorhwitobile banking, there was no clear
majority for those agreeing or disagreeing. Ab8®% of respondents said it was easy and
another 39% said it was not easy. The rest (abb4i)2emained neutral. However it was
noted that level of education and age of usersth@snain determinants of which side the
respondent was taking. The study found out thabritgjof the middle aged respondents
with good academic credentials i.e. secondary uprtiwversity were able to effectively
transact. Respondents above 50 years of age Haiidiin making successful transactions as
they were either time barred or wrong commandsesp@ndents were also asked if mobile

banking required mental effort, the results arenshim Table 4.9
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Table 4.9: Respondent’s opinion on whether mobilednking does not require mental
effort

Category Frequency Percent
Strongly disagree 67 17.9
Disagree 79 21.4
Neutral 14 3.6
Agree 119 32.1
Strongly agree 93 25.0
Total 372 100.0

As shown in Table 4.9, majority of the bank custsn@&7%) agreed that mobile banking
does not require any mental effort, 39% disagre®t4?% remained neutral. Even when the
responses were distributed across education leitelsas evident no mental effort was
required even for those with informal and primadpeation as most acknowledged process
was easy to learn as accomplishing one step laddther and thus making it easier for a user
with basic reading skills. It was nevertheless ddteat those who disagreed had negative
attitude towards technology knowhow and therefoas wifficult for them to personalise the
process and as a result were either not able touexé¢ransactions with ease or were totally
laid up.

4.6 Key security concerns on mobile banking

The study investigated if there were losses ddeatamulent access of one’s account through

hacking and responses were as indicated in Tab(e 4.
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Table 4.10: Respondents opinion on whether Lossegealto fraudulent access of
customers’ account through hacking

Category Frequency Percent
Strongly disagree 67 17.9
Disagree 53 14.3
Neutral 106 28.5
Agree 93 25.0
Strongly agree 53 14.3
Total 372 100.0

According to the Table 4.10, majority of bank cusérs (40%) agreed with the fact there
were losses due to fraudulent access of customaerunts through hacking. A sizeable
number (about 32%) said there were no losses idwand a few (28%) remained neutral.
Even with loss due hacking, over 70% of respond&itgheir banks were trustworthy and

for the few incidences, bank customers acknowledigedact that the bank was investigating
and refunds made where proof of fraudulent actiwifss identified. This can be interpreted
to mean that customers understood that in thi®®l@T, fraud was possible and that mobile
transactions were not trustworthy. Most encouradimganks, customers did not feel like it

was an inside job in which case they would shifirtimoney to other banks. Nevertheless it
is vitally important for banks to sensitize how wermobile banking services are to facilitate
its growth in terms of adoption and usage. Theystldo investigated if there were losses

due to wrong input of account number and the resukl indicated Table 4.11
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Table 4.11: Respondents opinion on whether there alLosses due to wrong input of
account number

Category Frequency Percent
Strongly disagree 26 7.1
Disagree 14 3.6
Neutral 0 0.0
Agree 119 32.1
Strongly agree 213 57.3
Total 372 100.0

A large number of the bank customers who were aB8té experiences loss due to wrong
input of account number as indicated in Table 4.@hly an insignificant number of
respondents (about 11%) said they did no experiangdoss due to wrong input of account
number. The most affected group were bank customeose 50 years of age. This was
attributed to poor eyesight however the young athatated were also victims as they made
errors due to speedy input of information withoabfirming. They also added that loss of
security passwords and mobile handset had subjdloéed to risks and thus was a security
concern. It was noted from their responses thab@tte point mobile handsets were lost under
unclear conditions which later on resulted to losfunds. They acknowledged that relatives
and close friends were the most notorious as thexg whe perpetrators due to easy password
access. This was established as a major challenbarik customers with poor eyesight as

they frequently seek out assistance and as a disalosed the pin numbers.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction

This chapter discusses the summary of the findiomsclusions reached and give the

recommendations as per the response from bankncasto

5.2 Summary of the study

The purpose of this study was to establish fadtdisencing mobile banking in Kenya: a

case of Kenya commercial bank in Garissa. Thisguaded by four objectives that focussed
on the influence of education, age, cost of sesviaed key security concerns on mobile
banking. To achieve these objectives, the reseancdexd descriptive survey and the study
aimed at collecting data from bank customers iati@h to their access to mobile banking in
Kenya Commercial Bank, Garissa. Questionnaires wstebuted to 400 respondents which
was 10% of customers accessing mobile banking amd o this sample 93% of

guestionnaires were retuned.

To test for validity of the instruments, a prett@as conducted and the researcher compared
the variance between the two sets of results aradl sariance was noted which validated the
instruments. The researcher also tested for rétiabf the instrument by test-retest method
and determined reliability by calculating Pearsamrelation coefficients of the two sets
which was then used as a quantitative measureeofetst-retest reliability. The coefficient
results of two sets had negligible difference watte set giving coefficient value of 0.78 and
the other set a value of 0.81 which ascertainedelbility of the instruments. On receiving
the questionnaires, the researcher establishdwkyf were duly completed. The data on the

guestionnaire was then coded, classified and suisatafor analysis. Descriptive analysis
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was then done to describe the population andhesbljectives. This enabled the researcher

get the percentages and counts of bank customgarsbas on the issues being researched.

Based on bank customers’ responses, the reseaamer up with findings which were used
to make conclusions and give recommendations. Thedegs were as a result of data
analysis in chapter four. The researcher used igésersurvey in this study which aimed at
collecting data from bank customers in relationhteir access to mobile banking services in
Kenya commercial bank. To ascertain the reliaboityhe instruments, the researcher carried
out a pilot study and a test was split in two ahd scores for each half on comparison
showed consistency which led the researcher t@\lihat the instruments measured the
same thing. This also set the ceiling of validifytlte instruments. The findings of the study

were:

5.2.1 Influence of Education Level on M-Banking

Majority of respondents were educated up to unitxeesd tertiary college levels. However,
education did not influence mobile banking. 36%tlé respondents were educated up to
university, 29% tertiary colleges, 14 % secondarg the rest had (10%) each i.e. primary
and informal education. Education did not influemsebile banking because everybody in
the sample owned a phone, operated a bank accodimiaal subscribed to mobile banking.
Most of the respondents said mobile banking wasdifticult to use and this cut across all
education levels. However, skills are required ¢oable to operate effectively on a mobile
banking platform. Majority of those who agreed weither educated up to primary or had
gone through informal education. Nonetheless a munob those who had better academic
credentials were hesitant and acknowledged thapriheess was tedious and difficult at first
instant but became easier as they used it timeagad. It was noted that those who had

informal education and those up to primary hadidifty in operating mobile handset to
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access bank services while others forgot theirvpass and were mainly concerned about
the security of transacting through a mobile. diswdiscovered that mobile banking was not
the preserve of the high class and the learnedvasdalso found out that mobile banking is
user friendly and did not require any mental effdttis is true even for people with primary
and informal education. There is need for the bamkndustry to remove this misconception
for the few who disagree.

5.2.2 Influence of Users’ Age on M-Banking

Like education, age did not influence mobile bagkiRespondents consisted of 26-35 years
(about 32%), 36-50 years (about 29%) and over B@sy@bout 21%) of the sample. Age did
not influence mobile banking because everybodyhendample was found to own a mobile
phone, operate a bank account and were subsciobewbile banking. However age-wise,
access of mobile banking services varied from ayes group to the other. Bank customers
from 18 to 25 years frequently used their mobil®ns to purchase airtime and transfer
funds to and fro Mpesa while 26-50 years of ageewwsted to transfer funds from one
account to another or to Mpesa and vice versa widilsnphone, check account balances, pay
bills and buy airtime and those above 50 years weostly checking their bank account
balances. There were two main types of serviceesset by mobile banking customers
across all age groups which were checking balandet@nsferring funds. The least used
method was paying bills. There is need to findwly this is so with aim of popularizing the
product. However bank customers over 50 years ef lagieved that it was difficult to
transact through a mobile handset due to diverasores associated with age and a few
mentioned were poor eyesight, long procedure anthane of password. The long and
difficult procedure was noted to be influenced g as well as level of education as majority

of the bank customers who stated were over 50 yefisge, primary as their level of
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education and the informally trained. They (>50rgeaf age) also had difficult in making
successful transactions as they were either timedar used wrong commands.

5.2.3 Influence of Cost of Services on M-Banking

It was found that the cost of mobile banking wastoo high however a sizeable number said
it was high. Majority of bank customers (about 64&tgagreed that the cost for mobile
banking was too high. Only about 29% said the @t high and about 7% were neutral.
However those who agreed the phone cost was hdynhati have substantial explanations to
back their claim as they further added that Moh#é@dsets for mobile banking have special
features and is not the case as it was confirmataiily mobile phone type can be used and
consequently awareness was noted to be deficibpeteTis need for further studies to find out
why some feel the cost is high and come up withsaalyreducing it down. This finding
should be used by banks to popularize mobile ban&sisome people are not aware of it or
think that it is only meant for the privileged few.

5.2.4 Security Concerns and their influence on Mol Banking

Majority of respondents said there were losses wudraudulent access of customers’
accounts through to hacking. Majority of bank custos (40%) agreed with the fact there
were losses due to fraudulent access of custonaedunts through hacking. A sizeable
number (about 32%) said there were no losses ieduand a few (28%) remained neutral.
Even with loss due hacking, over 70% of respondgeitsheir banks were trustworthy and
for the few incidences, bank customers acknowledigedact that the bank was investigating
and refunds made where proof of fraudulent activilgs identified. In order to protect
customers’ accounts, there is need to employ diseipy qualified and well remunerated ICT
in the bank and at the level of mobile providerphst there have been incidences of bank
officials colluding with fraudsters to fleece custers’ accounts. This practice should be

eliminated with advent of ICT.
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Majority of respondents also experienced losstduerong input of account number. About
89% experienced loss due to wrong input of accaumber. Only an insignificant number
of respondents (about 11%) said they did no expeeieany loss due to wrong input of
account number. The most affected group were bastomers above 50 years of age. This
was attributed to poor eyesight however the youmdj educated were also victims as they
made errors due to speedy input of information euthconfirming. They also added that
loss of security passwords and mobile handset bbaptated them to risks and thus was a
security concern. It was noted from their resporisas at some point mobile handsets were
lost under unclear conditions which later on resiifto loss of funds. They acknowledged
that relatives and close friends were the mostrimis as they were the perpetrators due to
easy password access. This was established a®achajlenge to bank customers with poor
eyesight as they frequently seek out assistanceaararesult disclosed the pin numbers. In
order to make mobile banking popular to all, thesr@eed to come up with better ways of
protecting customer accounts. There is also need fmomprehensive ICT policy that also
covers mobile banking.

5.3 Conclusion

In this paper we analysed the factors influenciag af mobile banking in Kenya, a case of
Kenya Commercial Bank in Garissa.

A key finding in a research on “Banking on WAP” wit mobile banking is critical for
customer retention in the banking industry (Metfi@search Limited, 2000). Therefore, the
adoption and use of mobile banking services bybi#uek customers is fundamental to the
bank as this will enhance customer retention antease bank’s market share as a result of
referrals owed to effective mobile banking platforithe findings of this study are also
indicating that there is a need for banks to dgv@ldechnically, reliable and easy to understand

mobile banking system. It is also a desire thatbdueks need to sensitize on cost effectiveness to
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their customers as it revealed that a few admitted the cost of accessing mobile banking
services was high. It is essential for banks tosiige on mobile banking and ensure that
customers maximize its use bearing in mind the tahpnvested. Moreover, the researcher
believes that this is almost first of its kind g part of the world and is therefore difficult to
generalize. Many behavioral implications have ne¢rb considered in depth. This study can be
used as a base for future research.

5.4 Recommendation

Based on the findings of the study, the researcaere up with recommendations whose aim

if implemented would enhance adoption and succkssage of mobile banking.

» The banking industry with the Ministry of planniagd development should capitalise
on this findings to eliminate customers’ miscongaptthrough sensitising the

community that mobile baking was not a preservaterfew who have it.

» This finding should be used by banks to populanmsile banking as some people
are not aware of it or think that it is only meéontthe privileged few.

» Central bank of Kenya in conjunction with Ministf Finance should use this finding
and launch a campaign to sensitise people on mbailking security measures put in
place to protect them from fraudulent activitied aalso to make mobile banking
popular to all.

» Central bank of Kenya and banking industry as alevtiorough this finding should
see a need for a comprehensive ICT policy thatrsovmbile banking.

» The bank should come up with the mechanisms ofgoevg bank frauds especially

through technology
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5.5 suggestions for further studies

» There is need to replicate this study in other sattks will enable comparison of the
results. The study did dig into the details of ¢ktural and economic impact of the
m-banking technology and was biased as it only $asmespondents in Garissa and

therefore can be grounds for same or related relsear

» There is need to carry out a study on to estaklisih payment of the bills is the least
service sought by KCB customers.

» Based on response on security risks associatedmwtiile banking i.e. 40% agreed
hacking was a security risk and 89% acknowledgedabt that they lost funds due to
wrong input of information, it is possibly thereutd be a better understanding of the
reasons why some of the respondents placed so feacbn mobile banking security
risks. Therefore, further research is recommendetthe effect of security risks on the

adoption of mobile banking.
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APPENDICES

Appendix 1: Letter of introduction

Dear respondent
| am a post graduate student pursuing a Mastergéeg project planning and management
at the University of Nairobi. | am conducting arademic research on the impact of Mobile

banking on Kenyan economic development.

This questionnaire is aimed at obtaining more mfation about your opinions, perceptions,
experiences and particular issues on Mobile baniéognology. Your business story and
particular experiences in accessing Mobile bankemyices will be valuable to this study.
This will later result to valuable recommendationshow the service and technology can be

improved.

My request is that you try and answer the quesi@snsomprehensively as possible by using
the available space provided. If you need moreesgaa can add the same as an attachment.
Your response will be treated with utmost confidedity it deserves and no name will be

disclosed without your consent.

Thank you in advance.
Yours faithfully

Korir Geoffrey
L50/61303/2011

Tel 0720756314

Email jeffersk22@yahoo.com
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Appendix 2: Questionnaire for bank customers

You are kindly requested to complete the questimares honestly and objectively as

possible giving as much details as possible whecessary.
Section A:

1. Name (optional)

2. Age
18-25[ ]125-35[ ]135-50[ ] Above 50 ]
3. Gender
[ ] Male [ ] Female
4. Education
i.  Primary []
ii. Secondary [1]
iii.  Technical and vocational education [ ]
iv.  University []
v. No formal education []
Vi.  Others (SPeCify) ...ccoviiiiii i,
5. Do you have or use a mobile phone?

[ 1Yes [ ]No
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6. Do you have a bank account?

Yes[] Nol ]

7. Are you subscribed to mobile banking service?

Yes [ ] No, not interested [ ]

8. If Yes on question 7, what do you use mobile bagkor?

[ ]Buy airtime [ ] Transfer funds [Check balance [ ] Pay bills [ ] Cash withdrawal

[]

(1 T=] (T

9. In your opinion, do you think Mobile banking techogy is complicated and difficult

to use?

Yes[] No []

If yes above, what in your view are the techni@giinvolved in Mobile

banking?

10.Are Mobile banking transactions secure?

Yes|[ INo|[ ]
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If No, what risks have you encountered?

11.Are you satisfied with the authentication procett wervice provider when initiating

a transaction?

Yes[ ] No|[ ]

If No, what in your opinion do you think is a clelge as far as financial transactions
are

(o0 g 1o1=] ¢ 4 11 [T

Section B: Five-point Likert scale questionnaire

Please indicate the extent to which you agreesargiiee with each of the following

statements. Tick a number from 1 to 5 that besessmts your level of agreement with the

statement.
Strongly| Disagree Neutral| Agree| Strongly
disagree agree
| think that interaction with mobile |[ ] [] [] [] []
banking does not require a lot of | 1 2 3 4 5
mental effort.
| think that it is easy to use mobile |[ ] [ ] [] [ ] []
banking to accomplish my banking| 1 2 3 4 5
tasks.
When transaction errors occur, | ] ;l |3j| ] ]
worry that | cannot get compensatiof 4 5
from banks.
It would take me lots of time to lean{ ] [] [] [] []
how to use mobile banking service'lsl 2 3 4 5
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I would not feel totally safe
providing personal privacy
information over mobile banking.

L]

“U

]

o]

| think that learning to use mobile
banking would be easy.

~L

“

>

o]

When transferring money through
mobile banking, | am afraid that |
will lose money due to careless
mistakes such as wrong input of
account number and wrong input o
the amount of money.

~

“

>

o]

| believe banks are trustworthy.

I’'m worried about use mobile
banking because other people may
be able to access my account.

gligl

~LeL

“U

>0

s

When my bank account incurs frau
or hacking, | will have a potential
loss of money and status in my
social group.

gl

L]

“L

gl

oL

| think the transaction fee (bank
charges) is expensive to use

=[]

L]

“U

]

L

I would not feel secure sending
sensitive information across mobile
banking.

=[]

L]

“U

]

oL

| think the mobile phone cost for
mobile banking is expensive.

L]

“U

]

‘L

The cost of subscription is high

The service is preferably for High
class of people and educated.

It is easy to use and learn how to u
Mobile banking system

If I lose the mobile phone as a
mobile banking user | will lose my
money as well.

~U~L L™

“L et -l

~L=U~UeL

et e

It requires sufficient skills to operat

on Mobile banking platform

-0 ~O0-0-0-0 -0

L

“L

>

oL
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Appendix 3: Garissa County map

Density people per Km Squared
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