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ABSIKACI

The study Mimed at shedding liglit on adoption Mobile phone banking a relatively new 

concept in the Kenyan banking sector The objectives of the study were to specifically 

establish what arc the main factors affecting consumer adoption o f mobile phone banking in 

Kenya. Secondly, based an adopted model from Fishbein and Aj/ens model of theory of 

planned behaviour establish the extent to which intention affects adoption ol Mobile phone 

banking in Kenya.

The findings of a sample of 67 respondents (32 respondents were users of mobile phone 

banking and 35 were non-users of mobile phone banking.) indicated that a number of factor, 

arc important for consumer adoption of mobile phone banking services. The factor included 

Keypad user friendliness. Cost of the service, security o f the service, degree o f service 

security cost of using the service. Importance o f confidence, chance to try the service before 

use. amount of influence case of use of the service, and importance of the support to use the 

service.

Confirmatory factor analysis established that attitude, subjective norm, perceived behavioural 

control and intention were among the most influencing factors of adoption of the mobile 

phone banking.

I he first three factors attitude, subjective norm and perceived behavioural control had high 

factor loadings and the fact that they stem from intention (figure 2.7). This confirms that, the 

intention does influence adoption o f mobile phone banking in Kenya to a great extent.
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C IIM T F .K  I I.M K O D I (  MON

l .l  Background

Mobile communication is progressing rapidly exlending the range of possibilities that can be 

achieved through mobile telephony, today the mobile phone is no longer just another 

communication tool between two panics. Ii is now being used in business applications 

especially with the introduction of 30 mobile phones which not only transmit voice and text 

messaging but alvi video messaging, video streaming, infotainment, multimedia messaging, 

location services, online banking and financial services, online shopping and internet 

browsing (/iff. 2006). Mobile phones have come to represent a new era of secure electronic 

mobile commerce (Black ct a l . 2005).

According to Olga (2003). we can now conduct payment and Kinking transactions via our 

mobile phones. This is due to the electronic development that is emerging and advancing 

rapidly in all areas ot financial intermediation and financial markets such as electronic- 

finance. electronic-money, electronic- banking, electronic-brokering, electronic-insurance, 

electronic-exchanges and even electronic-supervision, lie further assets that this new 

technology is becoming an important factor in the future development of financial services 

industry i.c. influencing banks’ marketing and business strategics. Banks arc therefore laced 

with the challenge of taking full advantage of this new opportunity.

I'erumai and Shanmugam (2004) contends that, the banking industry is an extremely 

information intensive industry and must remain at the forefront of advanced use ot 

information technology. Banks arc continually looking foi alternative ways of relating to 

customers, reduce costs, improve elTicicncics. ami differentiate products and services One 

trend in this line is the increasing use of self-service technologies like Automated Idler 

Machines, Internet Banking and Mobile phone banking.

I he financial services industry has undergone phenomenal transformation. In just half a 

century, banking and customer's access to financial sen ices has changed beyond the belief of 

traditional retail banks It has changed from local branches, to branch networks, to AIM 

machines, to A IM inter-hanks agreements, and to home banking software, to call centers, to 

telephone honking and to internet banking and Mobile phone banking is the most recent 

(Smith. 2001).
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I he carrying out of business transactions with yom hank through the help ol a mobile phone 

is now growing in various parts ol the globe, l or instance, this is more pronounced in the 

Nordic countries. India. Malaysia. I IK ami Japan among others, where mobile phone hanking 

oiler one a broad range ol services like account transfers, fund and security trading, burger 

and plane ticket purchases Financial consumers arc becoming increasing!) discerning and 

demanding when managing their finances. I hey expect anytime anyplace anywhere set vice 

(Black ct aL  2005).

The way forward according to Qureshi > fi»r Nigerian hanks are to take lull advantage 

of technological solutions including AIM. Phone banking, home banking and Internet 

hanking il they arc to remain competitive. He stresses that Kinks must adopt Information 

technology or perish. It is for the same reason that Kenyan banks need to adopt this 

^/technology. Torres (21HJI) argues that its time to replace your leather wallet for a cell phone. 

Banking with a palm held device adds an exciting new dimension to Online Banking. One 

can enjoy all the ease, convenience, privacy and security ol Online Banking through a 

handheld computer that fits neatly in ones purse or pocket. I he Mobile Phone Banking 

service gives you account information and real-time transaction capabilities from tlic mobile 

phones at a true "anywhere, anytime, anyhow" convenience.

Ihe rapid changes in the financial services environment, increased competition by new 

players from both Kinking and non-banking sector on product innovations, globalization and 

technological advancement, have led to a market situation where battle tor customers is 

intense. Customers want access to all their financial sen ices from anywhere at anytime 

regardless o f who provides the service Consequently, the linking of a portable device such as 

a mobile phone and a current account seems to be the way forward (Kai^uluoto et al. 2002: 

Smith. 2001).

1-2 Statement of the Problem

Kenya's mobile phone banking market is at its infancy and not fully developed akin to many 

African countries that have adopted the service.(Most Kinks have a service that can only be 

used for the information retrieval like querying the bank balances For some the service 

includes credit top ups Most of the existing studies in electronic Kinking services or 

electronic banking delivery o f financial services luive adopted an organizational perspective 

(Daniel IW0) or a distribution channel perspective (Black ct al 2005; Thornton and White 

2001; Mohrs 2001) and they have largely been conducted in the context of Internet banking.

II
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I ocally. research has dwell on I Icctrnnii ( ommercc i.e its hcnclils and challenges to 

customers and businesses. Ibi example Mbuvi's <2001) thesis on potential lor adoption nl e- 

contmcrce by tour operators in Nairobi ami Merwc (20011 who concentrates on the technical 

and security aspects of Mobile Phone Hanking.j litis leaves consumer adoption of mobile 

phone banking service in Kenya an unexplored territory

Hie Mobile phone banking has business potential il it manages to reach live mass market. It is 

becoming the "bank branch" o f the future and this is already evident in 1 uropc where mobile 

phones are used to perform numerous banking tasks. Already a number of businesses ate 

introducing mobile services covering the information, communication and transaction 

dimensions (Black cl al. 2002). I'o facilitate this and allow other businesses to chaigc lor 

their services, many banks arc introducing mobile payments and mobile access to customer 

accounts (Kumar and /aim. 200.1).

Stakeholders need to understand the consumer adoption of mobile phone banking service and 

consequently explain the different adoption patterns in Kenya. Who adopt mobile phone 

hanking? What arc their reasons for adoption? These arc important in developing promotional 

strategics, in evaluating alternative positioning lor new products and defining market 

segments by highlighting consumer desires in mobile phone banking.

This research aims at tilling the existing gaps by shedding light on consumer's adoption of 

mobile phone banking services and other characteristics that affect usage of mobile phone- 

banking in Kenya. It focuses on attitude, intention and behaviour, how these a flee l consumers 

decision-making process leading to purchase and use or rejection of a given technology or 

product. The study attempts to answer the following questions.

I What factors nlTcct consumer adoption o f Mobile phone banking service?

2. How docs intention influence adoption of mobile phone banking service?

U  Research Objectives

I To establish factors affecting customer adoption of mobile plume banking service in 

Kenya.

2. To establish the extent to which intention influences adoption of mobile phone 

banking service in Kenya.
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1.4 .liistifiVMlion of llie Study

I he study was necessary because tl»e mobile phone is seen as llie "hank branch" of the future 

l or example according to Thomas Burke, marketing manager It I . “Internet hanking mui 

well he the flavour o f lh> month, hut mobile phones are well on lhe wu\ in completely 

irons forming m which financial transactions are made in tin- wars to come " (The Scottish 

Banker |<*«w I > | Therefore, it is crucial tor banks and other stakeholders to understand 

consumers ami then liehavioui toward mobile plume banking service as much as possible to 

remain competitive in a constantly changing economic environment and consumer needs 

fueled h\ the rapid changes in technology Successful companies need precise knowledge ol 

consumers, they need to understand what influences a consumer to adopt a given product or 

sen ice I he study provides an opportunity for stakeholder so understand what determines 

adoption of mobile Phone Banking Service.

1.5 Importance of the Study

i) I o Managers of Bank and Service providers.

The study provides an understanding of customers' attitude towards Mobile phone banking 

service This will be useful to stakeholders (banks and service providers) who will in turn use 

it to solve bottlenecks to encourage Mobile phone banking in Kenya. This will enable them 

tailor their products to customer needs and make taigeted marketing decisions for mobile 

phone banking

ii) I o Academicians and Researchers

The research findings contribute new know ledge lor theoretical consumer behaviour 

modeling by extending traditional theory to new application areas hence, giving new insights 

into the theory. The study contributes to both theory and practice, lastly, since mobile phone 

banking is a comparatively new field of academic research, the study aims at increasing the 

understanding of current consumer behaviour patterns on electronic services or technology.

13



CHAPIKK 2 I II I  K A U R I RKVII.NS

2.0 Chapter Overview

This chapter explains A?jcn arnl Fishbem's model of TRA (theory of reasoned action) (1 ‘>80). 

which is the basis for this studs It also highlights FPB (theory of planned behaviour) and 

technology Acceptance Model 11 AM) as derivatives ot IRA model. It briefly explores the 

Kenyan banking environment and traces the development ol mobile phone globally over the 

seats its benefits, limitations and its lutuic. It also explores boss Banking has evolved from a 

branch-based service through use of the A I M's (bank in tbc hole) to the present where 

multiple channels arc used to pros idc this scrvice.

It highlights the Importance of attitudes as one ol the important psychological determinants 

of consumer behaviour, among the complex interplay of cultural, social, personal and 

psychological factors, in addition to the marketing mix tools or 4 P's, i.c. Price. Product. 

Promotion, and Place. It relates consumers' attitudes to the consumption of goods and 

services.

2.1 Overview of the Hanking Sector in Kenya

Kenya's banking history goes back to 18% when the National Bank of India opened a branch 

in this Last African country. I lie banking system in Kenya consists o f 49 commercial hanks, 

four building societies, two mortgage finance companies and three non-bank financial 

institutions. Seventy three percent of all hanking business is handled by 12% ol the Kenyan 

banks. This comprises ot twelve major banks (Past African discusses road ahead for Kenyan 

banks. 2005).

Competition is stiff among banks in the Kenya. Some banks are even open seven days a week 

in an effort to attract more clients. They arc aggressively pursuing growth in personal loan 

products and credit card accounts or non-sccured loans. Kenya’s banking industry still has a 

way to go. salaries and wages are often very high because there arc no IT systems as each 

branch has its own infrastructure. New legislation, a new II infrastructure and new strategic 

directions will strongly contribute towards growth of banking in Kenya Most banks have 

achieved branchless banking through the AIM networks in Kenya although (here is about 

one ATM for every 100 000 people (Fast African discusses mad ahead lor Kenyan banks. 

2005).
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2.2 History of Mobile Phone Development

Since electromagnetic waves were first discovered as a communications medium at the end 

of the 19th century. lliey have undergone tremendous evolution. I he first systems offering 

mobile telephone service were introduced in the early l(>50s Early single cell systems were 

severely constrained by restricted mobility, low capacity, limited service, and poor speech 

quality I he equipment was heavy, bulky, expensive and susceptible to interference Because 

ol those limitations, less than one million suhsciihcis were registered worldwide by the carls 

l ‘>$0s (Mobile phone Communications. 20IU)

The first Generation (10) cellular systems were Analog Cellular 'lire introduction of these 

cellular systems in the late 1970s and early l9X()s represented a quantum leap in mobile 

communication (especially in capacity and mobility). Semiconductor technology made 

microprocessors smaller, lighter weight and sophisticated mobile systems a practical reality 

for many more users. I he 1st Generation cellular sy stems still transmit only analog voice 

information. I hen came the Second Generation (2G) cellular: systems were Multiple Digital 

Systems developed because ol the need to improve transmission quality, system capacity, and 

coverage further advances in semiconductor technology and microwave devices brought 

digital transmission to mobile communications, which is used for speech transmission 

Speech transmission still dominates the airwaves, hut the demands for ta\. short message, 

and data transmissions arc growing rapidly Supplementary services such as fraud prevention 

and encrypting of user data have become standard features that arc comparable to those in 

fixed networks.

Finally the 3G, in 1990 the IMtasc I of the 3rd Generation of cellular networks was rolled out 

and in particular GSM900. It included all necessary definitions for the GSM network 

operations Several tele-services and bearer services have been defined (including data 

transmission up to 9.6 kbps), however only basic supplementary services were offered. 

Presently, the main characteristics of 3G systems, collectively referred to as International 

Mobile Communications-2000 (IMT-2000). a single family of compatible standards by 

International telecommunications Union that have the following characteristics: they can be 

used worldwide for all intelligent mobile applications that Sup|H»rt both packet-switched (PS) 

and circuit-switched (CS) data transmission l liey oiler high data rales ol tip to 2 Mbps 

(depending on mobility or velocity) and higher spectrum efficiency (Mobile phone 

Communications, 2003).
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2.3 Global view of the Mobile Phone Hanking

Since the first Mobile phone was released, about twenty years ago. people ol all walks o! life 

(age and gender: business or personal) are using them Mobile phones now play an integral 

part in business, and the technology is regarded us an important business tixil Due to the 

enhanced development in mobile communications, mobile phones now have a lot to offer, 

ringing from talk to Internet access, and soon to video I Mobile phone communk ntions. 

2003),

Simcc I090's the penetration of mobile phone in the developed economies has been 

explosive. In 1997. only 215 million people were using mobile communications devices 

worldwide, by 2001 the number had grown to a massive 961 million and further to I 16 

billion by 2003. liuropc exhibits the highest penetration of mobile phones (79%). followed by 

North America (48%) and Asia (12%MBaucr et al. 2005). Northern I uropean countries are 

the most advanced in the adoption and use of different new mobile and technological 

appliances and have extended the implementation ol technological advancement into banking 

serv ices (Finland Statistics. 2002).

Manila and I'ento (2002) contend that in Finland, payments and account management 

products over mobile (iS\1 phones as SMS service have been available over one decade, 

exactly since 1992. television-based banking since 1998 and banking via mobile Internet 

WAP since 1999. I hey further state that Finnish customers conduct their routine banking 

mainly via Internet, over 70 % of the customers visit a branch office less than twice a year. 

This is presently changing with the expected improvements in 2.5G and 3C» devices and 

networks will encourage the uptake of mobile phone banking (Manila, et al. 2002).

According to Smith (2001) Mobile phone banking Systems over the recent years has changed 

pate beyond the belief of traditional retail banks and that in just half a century , we have gone 

from local branches, to branch networks, to ATM machines, to ATM inter bank agreements, 

to home banking software, to call centers, to telephone banking and to internet banking and 

now Mobile phone banking is the most recent Mobile phones can either have an application 

on the smart card inside the phone allowing customers access to banking services or, phones 

can have a browser to access services from a Mobile phone banking system 

Torres (2001 > argues that Ithough there is low response for the mobile phone banking there 

,s confidence that tin: market would adopt mobile phone banking just like it did seven years 

ago when text messaging was introduced Many other banks in Asia. Europe, and Oceania



have introduced this Ioiiii ol bank my for example In china. I he China Construction Hank 

< ( H (China Construction Hank reports brisk e-bank mg business. 2CHMj and In 2002. 

Telekom Malaysia. I'M cellular, and Buinipulra-C ommercc Ban (BCB) launched a Mobile 

Bankmy Service (Moggie. 2002).

2.3.1 Mobile plume hanking in Africa

there is phenomenal expansion ol mobile phone networks in Africa. This provides an 

opportunity lo operate virtual kink accounts through mobile phones, either through menu- 

driven systems oi through SMS (short message service, or text messaging) technology which 

is already being used by millions (Cracknel. 200-1)

M-banking is gaining momentum throughout the continent and I undamo has already 

provided solutions and supporting services to providers in South Africa. Kenya. Botswana. 

Zimbabwe. Zambia and the l)RC. (M-Banking in Africa - showing signs of growth. 1900),

According to a poll in South Africa. “Cell phone banking the way to go”, it established that 

almost half of around 2000 people with bank accounts polled during a mobility research 

project view cell phone banking as sale and almost two thirds regard it as convenient. This 

suggested that cell phone banking would be a powerful growth area in the coming years Hie 

World Wide Worx*s research on current and future shape of mobile technologies in Stanton. 

South Africa, established that 87% of respondents had a hank account and o f these n %  had 

tried cell phone hanking. Almost two thirds o f those who have tried it lud only done so lo 

request a balance. I hese were established from a national representative sample ot 2-100 

telephonic interviews over a three-month period in South Africa (Cellphone hanking. 2005)

Tories (2001) argues that, cell phone banking is the way forward because electronic business 

has not had the predicted growth expected for South Africa because computer-based e- 

business is simply not viable. Ibis is because the majority of the populations do not have 

access to computers, therefore banks must offer an alternative e-medium, and the alternative 

is to consider offering customers interactive communication via cell phone In Kenya the 

mobile plum- banking services adoption patterns arc not clear like in say South Africa where 

according to hates (2001) it is evident that Cell phone banking, has the potential to spread 

swiftly to the mass South African market soon as it becomes as easy to Jo a banking 

transaction \ ia cell phone, as it is to make a call I he cell t hone is becoming ubiquitous this 

is because it is wireless, ever available, easy to use and the infrastructure is in place. It is

17



In Zambia ( el pay a deployment owned by I irsi National Bank, a mobile payment lacilitatoi 

operating in Zambia ami the Democratic Republic of Congo (DRC) It offers mobile phone- 

based virtual bank accounts with advanced features, which compare to many normal bank 

accounts Account transfers, bill payments, cash deposits, withdrawals, and prepaid airtime 

vending are all supported with real-time clearing. Celpay has also developed m-banking 

business services like cash-on-dclivcry payment functionality and companies like BP. 

MultiChoiec and various calcs, supermarkets, pharmacies, and even hair salons an O’l lagan's 

in Zambia use the system (M-Banking in Africa showing signs of growth. 1999).

2.3.2 Mobile phone hanking in Kenya

Kenya's mobile phone market has witnessed phenomenal growth rates since the second GSM 

operator launched in 2000. The number uf mobile subscribers exceeded three million duiing 

2004 w ith one of the two networks breaking through the two million barrier. Driving grow th 

is the widespread availability o f prepaid packages However an enormous potential remains, 

since mobile phone penetration is currently at around 10% only. In Kenya six banks offer 

limited Mobile phone hanking as they provide information services and a few do offer cell 

phone payment services. Refer to Appendix 5

The Cooperative bank of Kenya Limited oilers Mobile phone banking win *i oilers 

information services like balance enquiry , mini- statement, automatic advices to clients on 

credits and airtime purchase as the only payment service On Ihc other hand the National 

Industrial Credit Bank (NIC) oilers Access banking, which is mainly an information service 

product, it includes internal funds transfer and Third parly transfers within the same bank, 

similarly, the National Bank ol Kenya oilers ‘SIM-ple* banking service. I hey utilize the cell 

phone to query the balances and other informational services, but no payment services at all.

The Consolidated bank of Kenya oilers CLLL BANKING' where a customer can make 

Bank balance request Mini-statement request Monthly statement, request cheque book 

request. Stop payment and issue fixed deposit instructions as an easy way to access account 

information and give certain instructions to the bank through mobile phones. It is l 24-hour, 

convenient to use, saves on time and paper work and is real-time at competitive cost, in fact

ahead) penetrating ihc rural community As a result this is seen as the logical progression to

interacting with the emerging bank market among I lie rural communities. Several local banks

have ahead) introduced banking by cell phone, currentI) used by mostly young people
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one only covers message transmission cost Meanwhile Credit finance Corporation Bank 

hopes to launch revolutionary retail hanking produets that target Kenyans who use mobile 

phones. According to the hank's CEO. opening new branches will not characterize the hank's 

retail strategy but products tailor-made for over sis million mobile phone users (Mbogo. 

2006) Although some banks have adopted the mobile phone hanking service, it is not known 

who the adopters are and why they adopt the service Thr is important lor the hanks and 

sen ice providers in Kenya lot marketing and improvement ol the service

2.4 Profiles of Mobile Phone Hankers

Research has shown that the largest proportions o f c-bonking users will he aged between 16 

to 24 years. The users tend to he richer, younger and above all bettet educated (Manila cl al. 

2002). According to a research conducted in I inland, a user ol mobile hanking belonged most 

often to age group 25 to 34 years old I he majority o f the so-called regular users (4? 6 %) 

were 25 to 34 years old as well as majority (36.8 %) of occasional users, whereas non-users 

were relatively older compared to the two other groups. Every third o f non-users (31.7%) 

belonged to age group 35 to 49 years old and 25.9 % to 50 to 64 years old About one third 

(38.9 %) of the respondents were married Majority ol the all respondents were workers 

(40.1%). the second biggest occupation group was white-collar workers (19.6 %) and third 

studems (10.5 %) I he result is compatible with the result of background education ol the 

respondents, which was in most cases (25.2 %) secondary level vocational school.

These results differ from the earlier finding of electronic (Internet) Kinking users, who have 

traditionally had university level education and higher prolcssions. Majority ot the 

respondents (19.1 %) belonged to household income category of 70.001-30.000 euros per 

year, which matches with the average year income ol two persons in Finland (Jayawaidhena 

ct al. 2000).

Manila and Pento (2002) conclude that typical user of mobile phone banking service is male. 

25 to 34 years old. married, has secondary level education and average income Most 

customers (88%). who arc not using mobile banking, did have a fixed-line Internet 

connection in their use compared to the mobile banking heavy users, ot which every fifth 

(19.3%) did not have a fixed-line Internet connection on use One might assume that the lack 

of fixed-line Internet connection is one of the major drivers of mobile banking adoption
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2.5 lie in* fils of Mobile I’lione Hanking

The Mobile phone introduced a new channel tor banks lo reach customers I his is because 

Bunk branches are becoming increasingly expensive lo operate ami customers aie 

increasingly demanding by wanting to do business when it is most convenient lor them. Tor 

those on the move, between rushed appointments, it’s a service available to the hurried 

entrepreneur. Mobile phone banking comes in as u part of the bank's initiative lo oiler 

multiple channel banking and convenience for its customeis (M-Bankmg m Africa show ing 

signs of growth. 1999),

Mobile phone banking systems have the ability to communicate with customers on all 

wireless networks, wherever they arc and whatever time of day with the help ol wireless 

applications. These wireless applications include enable financial institutions to wirelessly 

offer account services, provide account information, execute transactions, provide transaction 

history, and offer billing and payment services from virtually any mobile, or web-enabled 

platforms to their customers. Tor instance, one can use his mobile device to purchase tickets 

for events, public transport pa> for parking, and download content information over the 

Internet (E- hanking snapshot. 2002)

2.6 The problem areas and challenges of Mobile phone banking

Apart from the fact, that in Mobile phone banking one lacks the important feature cash 

access, security and privacy, seem to be the mam problem Hie kick of standard security 

protocol, insufficient bandwidths compounded by the fact that 30 mobile phones are 

expensive is affecting adoption of the mobile phone banking service (Manila ct al 2002) 

Mobile phones with blue tooth functions built-in arc exposed lo the prospect of being 

‘hacked'. The location awareness feature of mobile phones is similar, but not exactly the 

same, as Global Positioning System where a mobile phone user can be located wherever on 

the globe has also raised issues on breach of security and privacy. In Australia many argue 

for the need for lighter laws concerning cameras in mobile phones, others hold the opinion 

that people that should be blamed not the technology (Mobile Phones • Security and 

Privacy. 200-4. E banking snapshot. 2002).

Tlie insolicitcd SMS messages, otherwise known as SMS Spam also raise questions on the 

subject of privacy. Some mobile users have been irriiated alter opening a SMS message only 

to find promotional messages. Consumer groups view it as a breach o f consumers' rights by



not having the option lo accept reception such messages (Mobile Phones - Security and 

Privacy. 2004, Mobile-phone hanking expands into rural Philippines. 2006)

Secondly, the biggest overall problem o( mobile phone banking lies on the technological side 

I lie limited screen sure poses the greatest challenge to usability i c using the mobile phones 

numeric keypad lo input text An effective Mobile phone user interlace (Ml I) is critical lor 

successful mobile phone applications However, to build clleetive MUI's firms could lace 

challenges in terms of display resolution, display si/e and data interconnection method 

among others (Mobile Device I 'I Design 2006; Suld. 2002). I lie loss number of customers 

using mobile phone banking is largely due to the technical limitations In addition to low 

bandwidth, long transmission limes, no always-on connection and high costs resulting from 

unstable connections are frustrating GSM-based WAP users. Ihcsc constraints will 

disappear, wj(h the introduction of GPUS and later (JMTS (Mohammad, ct al 2004; Fan cl 
al. 2004).

According to Ziff, (2006) the seriousness of the usability issue was highlighted by a survey 

carried out by Wacom Components in November 2004. According to the survey. 85% of 

consumers admitted to being too dumb' to access or use mobile serv ices, mainly because of 

increased device complexity. Nearly three quarters of'those questioned felt that handsels had 

become too difficult to navigate around. I he research revealed that although 78% of 

Consumers now own handsets through which they can access data centric mobile services 

'‘uch as games, ring tones and information services, only a third of consumers arc using them 

ol respondents were not using them, as they were too complex to access and operate, 

'vith only 10% citing cost factors for lack of use and only 6% lack of interest in the type ul 

Mobile services that are currently available. If handset manufacturers were to simplify mobile 

Mtone usability, 55% of consumers felt that they yvould be encouraged to use more mobile 

'crvices and nearly a third would increase their usage with further reductions in pricing and 
Special oilers.

thirdly, the legal framework on security issue is another stumbling block to tlte fast push of 

Mobile phone banking in Philippines. The llangko Sentral ng Pilipinas (HSP). the country's 

I'cntial Hank's regulatory lays prevents banks front engaging in any agreements that may 

Endanger its security by opening its database to suppliers from an outside source (Torres. 

' 001. Mobile-phone banking expands into rural Philippines. 2006).

fourthly, there is a likelihood of Mobile phone Infrastructure requirements (and not WAP) 

y,iH ** outpaced by demand mobile phone services including banking, implying that as M-
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commerce increases it will put increasing demands on existing technology infrastructure as it 

encourages higher m-commcrcc volumes. Therefore, the infrastructure needs to gear up for 

unexpected volumes. This can have significant impact on these data services since most of 

these systems ate simply inadequate for big volumes. So there is a possibility of 

unsatisfactory performances observed by mobile data users (Wireless Application Protocol. 

2006)

I ittlily. as with many other technologies what matters most and what guides the development 

of a technology is the emergence of "killer applications" or cutting edge application. Unless 

some killer applications hit the market, to influence the mood o f the end user. WAP just like 

other technologies has a difficult path ahead (Wireless Application Protocol. 2006).

Finally, according Ioitcs (2001) the most challenging part has been convincing Hanks to take 

up this service; Banks have the ATM. phone-banking and Internet-banking services already. 

They felt the market was not ready for this new technology. Iltey don't believe they cun 

move all the functions ol an ATM to a cellular phone (Leung. 2002).

2.7 F uture of mobile phone hanking

There arc incentives in place to adopt mobile phones as new technologies overcome their 

previous limitations. Mobile phones will become personal controllers for anything humans 

meet. They will control the TV set and other electronic equipment. They will let you into the 

subway system, act as corporate identity, replace money when shopping, turn on your car and 

interact with anything else humans deal with. Banks may not just he hanks any mote they 

may not be able to stay in just financial services only. They will sell insurance, loans and help 

you manage your share portfolio. New products mean extra systems to store customer 

accounts or to help customer care agents, querying information lor you. M-paynicnts will 

take up the 20% of the bankcards payments and about 50% of the share for the next 2-3 years 

(Suld. 2002). According to Mori. (2002) in the United Kingdom one in five adults say they 

would be interested in making payments from their mobile phone using SMS text messaging 

in the next 2 years. Ihis indicates that mobile phone banking has a potential in the future

2.8 Relationship between Attitudes, Beliefs and Intentions

Remitters (1954) defined attitude as an effectively toned idea or group of'dcas predisposing 

the organism to action with reference to specific attitude objects'. Baron and Byrne (1984) 

define attitude as “relatively lasting clusters of feelings, beliefs, and behavioural tendencies
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directed toward specific persons, ideas, objects or groups " According to Fo.xall (1980). 

attitudes and behaviour aflcct each other. Past behaviour docs influence attitudes; 

consequently, the relationship between attitude and behaviour is usually represented as a two- 

way process in which attitude affects behaviour and vice versa (fl|;urc2.1). If a person has a 

positive attitude toward mobile phone banking, he or she is more likely to adopt a mobile 

phone banking or influence other people For the purpose of this studs attitude refers to ~ an 

overall perception about an object"

Figure 2.1 Relationship l>elwcen attitude and behaviour

In consumer decision-making process, attitudes are important These arc unfavorable or 

favourable evaluations by consumers of the ability of products or services to meet their 

needs. I hee negative or positive evaluative feelings or action tendencies that arc learned and 

clung to arc critical to business success. They must be capitalized or changed for customers 

appreciate marketer products or services, thus attitudes are the most measured aspect of 

consumer behaviour.

Kat/ and Scotland (1959). Krech ct al (1962) and Fishbein (1965) claim that attitude has 

three components ( 1) cognitive component. (2) affective component, and (3) action tendency 

component (figure 2 and figure 3). The cognitive component refers to the knowledge or 

beliefs a person has about the object (c.g mobile phone banking is faster than traditional 

banking'*) i.c., it concerns knowing and believing. The affective (evaluative) component 

represents the consumers' overall feelings (denoting liking/disliking) regarding the object and 

evaluation of the brand (for instance “/  like mobile phone banking "). The affective 

component is also called brand evaluation. Overall product evaluation or service evaluation 

by consumers can be measured by rating it from poor to excellent or from least preferred to 

most preferred. Elements of this component are commonly , referred to by bi-polar adjectives 

such as the love-hate, like and dislike, admire-detest, ami others usually connoting feelings of 

favorable or unfavorable.

The final component of attitude, the action tendency component (also called behavioural 

component), reflects behavioural tendencies toward the attitude object. It incorporates the 

behavioural readiness of the individual to respond to the object in a particular way. The 

behavioural component can be measured in terms of intention to buy or behave in a positive
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way. 1 here is a linkage- between cognitive components particularly evaluative beliefs and the 

readiness to respond to the object Furthermore, there is the general notion that evaluative 

beliefs and the direction o f  the response readiness will tend to be consistent. I or instance, if 

an individual believes lluit his society is good, and stands lor good goals and practices, he 

will probably be in a state of readiness to respond to it in a helpful, supportive and 

participatory manner (Remitters, l‘>70). It is from such notions that this study of the 

Consumers' behaviour towards mobile phone bankers has not only become important but 

indispensable too for hanks

Attitudes eventually lead to intentions. In general, intention is viewed as being related to the 

corresponding behaviour and Intentions arc a function of certain beliefs. Relevant beliefs arc 

concerned with a given behaviour, and that some of these beliefs inllucnce ones attitude 

toward behaviour. Attitude toward performing a given behaviour is related to beliefs that 

performing the bcliaviour will lead to ccrtuin consequences and to ones evaluation of those 

consequences. I his type of attitude is v iewed as a major determinant of the person’s intention 

to perform the behaviour. Other beliefs relevant to a behavioural intention are beliefs of a 

normative nature, which means that other people affect a person's behaviour (Fishbein and 

Ajzen. 1975). According to Howard’s Huycr-bchaviour Model { 1%)). a complete picture of 

individual's beliefs and attitudes toward various aspects or objects ot his “world" do yield 

reliable predictions of his bcliaviour in various situations. He cites that, an attitude is an 

enduring organization of motivational, emotional, perceptual, and cognitive processes with 

respect to some aspects of an individual’s world: and that attitudes arc active rather than 

neutral; and that they arc stronger than beliefs, with their importance relative to the extent to 

which they motivate behaviour. Attitudes directly alTccl purchase decisions and these; in turn 

directly, affect attitudes through experience in using the products or service selected. In a 

broad sense, consumption or purchase decisions arc almost solely, upon attitudes existing at 

the time of purchase.

2.9 Measurement of Beliefs and Altiludc

Attitudes are one type o f cognitive structures, w hich arc identified by inference from verbal

responses. Attitudes arc not open to direct observation but their existence and their strength
■

arc inferred from what is observable (Rcinmcrs, 1954). What we observe arc patterns of 

verbal responses in relation to particular people, objects, or classes of people and objects. 

Traditionally self-reported beliefs, feelings and intentions to act with respect to an object

have been used ns the primary basis of inference. According to Howard (1963) an attitude
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may be operationally defined as a set of consistent verbal-responses with respect to some 

specified antecedent, where response consistency implies that the manifest items (eg  words, 

phrases, positions on a "scale", etc; that arc used to assess live attitude "add up" or make sense 

rather than contradict each other. According to Remitters (1954). there are various 

assumptions made in measuring attitudes. I hey include: attitudes are measurable, they are 

held by many people and that they vary along a linear continuum. The other assumption 

proposed by Assacl (19X1) is that attitudes are related to behaviour. I he more a consumer 

favors a brand the greater the likelihood he or she w ill purchase it. or attitudes arc measures 

ol inclinations to purchase (or consume) a good or service.

To measure attitudes, beliefs and intentions, the likert scale (Likert. 1932). the sernuntic 

differential (Osgood, Suci and Tannenbaum 1957) and accuracy scale is used.

A) Brand Reliefs
How likely is it that Brand A has the follow ing characteristics?

Brand A is a highly carbonated Cola
Improbable-------------------------------------------------------- ----------—  Probable

R) Overall Evaluation 
Rate Brand A as follows.

Very Favourable-----------------------------------------------Very Unfavourable
Q . Intention to buy

What is the likelihood that you will next buy this brand A?
Definitely will buy .................. ..........................................Definitely will not buy.

2.10 I henry of Reasoned Action ( I RA) by A/jen and FLshbein (19X0)

TRA has been used in various behavioural science disciplines and Information systems in 

order to predict and understand consumer behaviour. It has been used to study behaviour and 

attitudes toward computer privacy issues (Loch and Conger 1996). to examine user 

acceptance of computer technology (Oavis cl al. 1989) and to predict intention to learn to use 

a PC (Yeaman I98X). Its success in similar research disciplines is the basis lor its use as 

background for the present study. IRA applies to voluntary behaviour (Aj/en. 1975; 

Hartwick and Barki 1994).

Kipure 2.2 Basic form of TRA

I be theory proposes that behaviour is affected by behavioural intentions that, in turn, arc 

affected by attitudes toward the act and by subjective norm. The first component, attitude 

toward the act (personal factor) is a function of the perceived consequences people associate
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with llic behaviour The second component, subjective norm (social factor) is a function of 

beliefs about the expectations of important referent others, and ones motivation to compl) 

with the referents.

This theory is based on two assumptions: (1) people consider the implications of their actions 

before they decide to engage or not engage in a certain behaviour, and (2) a person's 

intention to perform or not perform a certain behaviour is the immediate determinant of the 

action. According to the I RA. a person's intention is based on two basic factors: a personal 

factor and a social factor. The personal factor, referred to as attitudes toward the behaviour, 

represents the individual's negative or positive evaluation o f performing the behaviour I he 

social factor, referred to as the subjective norm, is the person’s perception of the social 

pressures placed on him or her to perform or not to perform the hclutviour.

Motivation to Comply 
with Others

Figure 2.3 A complex form, of the I henry of Reasoned Action model

Subjective norm is a person’s perception of what others around them believe the individual 

should do. For instance, in a typical purchasing situation in a department store, a consumer 

may think about what his family or friends, community leaders and even celebrities would 

think about such product. Whether or not a person engages or intends to engage in any 

behaviour is influenced strongly by the people around them. Ultimately, one's attitude toward 

behaviour can lead to an intention to act (or not to act as the ease may be). This intention 

ntay or may not lead to a particular behaviour (Aj/cn, 1975; llartwick and Borki 1994). I be 

theory assumes that consumers consciously consider the consequences of the alternative 

behaviours and choose the one that leads to the most desirable consequences. The outcome of 

this selection process is an intention to engage in the selected behaviour. Recording to 

Runyon and Stewart (1987). the TRA takes into account all the factors influencing a 

Consumcr rather than isolating one single component of or use when predicting behaviour. 

Theory of Reasoned Action can be presented as follows (Figure 2.4 below)



8  -  HI M/d I I , ♦ (SXh) II ;

Ab = consumer‘s altitude toward performing behaviour B. SS  = subjective norm regarding 

whether other people want the consumer to engage in that behaviour, and IF, and IF. » 

empirically determined weights that retlect the relative influence ol the A« ami SN and 

components on Bl.

F v l«*rn:il Fnrlnr*

Environmental Factors Personal Factors

• Physical environment • Values, goals, desired ends and
• Social environment attitudes
• Marketing environment • Personality traits. Lifestyle traits

• Demographic characteristics
• Psychological Characteristics

Beliefs that 
behaviour B 
leads to 
salient
consequences

tto

Evaluation of 
Salient

Consequences

(*)

Beliefs that 
relevant others- 
referents think. 

I should 
perform the 
behaviour B 

(NB'\

Motivation to 
Comply with 

referents
(WO)

Attitude toward Subjective form
behaviour about behaviour

An /  Relative \ S i\H
weighting \

for
importance

Intention to perform 
behaviour B

,
Bchav iourB

Figure 2.4: I hcory of Reasoned action Source: adapted front Fishhein 1080: 301
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2.10.1 l  mnponcnts of fhc theory of reasoned m l ion

I he I hcory of Reasoned Action consists of two major factors: a personal or atutu"*f 

factor. An. and .1 social or normal i\\ factor. S \ .  which are given empirical weights Hr 

altitudinal factor. An refers to the consumer's uttitude toward performing the behaviitf* 

question under given circumstances a symbolically represented as 

A - Z b i t i

Since a consumer's attitude toward a specific behaviour is said to be a

function of tIn perceived eonscifueiues o f  performing linn behaviour and 'v 

p en  on's evaluation oj those consetpieik'es (Fishbein and Aj/cn 1075. 301)

I he normative component, SN, deals with the influence o f the social environin'11 ■* 

behaviout Tlic normative component reflects consumers' perceptions of what th e 1*'"' 

other people expect them to do i.c. the subjective norm is determined by the pe-vi'ci 

expectations of specific referent individuals or groups, and h> the person's motiv/'‘" 1 

comply with those expectations. Fishbein and Ajz.cn (1975. 102) represent subject® 

social norm symbolically as follows:

SN Eb.m ,

Where h, is the normative belief, regarding doing what other fieople want me to d> ** lir 

motivation to comply with different /. and n is the number of relevant referents 

the strength of normative beliefs (h.) is similar to the belief-strength measures 

Ajzcn (1991) slates that measures of normative belief strength (/» ) and motivation ti,wn# 

(m,) "with respect to each accessible referent oiler a  snap shot of perceived a 

pressures in a given imputation " The model proposes that attitude (/I*) and subject*' ,r! 

(SN) combine to affect behavioural intentions (HI), ami that their relative influent 

from situation to situation. The component H is specific behaviour in u target sift*1" r 

general, behaviours arc specific actions directed at a target object. Researchers 

aware o f the behaviour of interest, because the components ol the I heory o f Rrasix^ 

must be defined and measured in terms of these specific features. Hchavioural inu,bf'w'; 

created through the consumer decision-making process, iu which beliefs about tv"1.'!*'1' 

consequences. AB and SN. are integrated to evaluate alternative behaviours and scW,Jp,<! 

them. Hchavioural intentions arc the likelihood of doing something, like purchasing 

intention is a type of judgment about how. m the present context, an individual 

toward a particular service offered They can be measured by asking consumer*^ 

probability that they w ill perform the behaviour of interest:
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According to Aj/eii ( l ‘W |) proposition several intention items should Ik- used t« assess 

behavioural intentions, and that the set of items used must have significant correlation with 

each other to ensure high internal consisted) to predict consumer behaviour and 

understanding attitudes the I RA identifies factors that motivate consumers' intentions to 

perform a specific behaviour IRA focuses on intentions rather than attitudes as the most 

important predictors ol overt behaviour.

In summary according to IRA. a consumer's intention to perform any behaviour is 

determined by the attitude toward performing the behaviour (Ah) and by the subjective norm 

<.VV).

2.10.2 Modifications of Theory of Reasoned Action

A major weakness of I RA is the relationship between behavioural intention and overt 

behaviour i.c. behavioural intention and behaviour arc not always closely related. In the I RA. 

the intention of an individual can he used to accurately predict a person's behaviour in three 

conditions. Firstly, intention and behaviour measures correspond in specificity ol action, 

target, context, and time frame. Secondly, intention and behaviour do not change in the 

interval between the assessment of intention and the assessment of behaviour. Finally, when 

the behaviour in question is under the individual's volitional control, i.c. a person can decide 

whether to perforin or not perform the behaviour If these three conditions do not exist, the 

prediction of behaviour will be poor (Fishbein and Aj/en 1975: (iodin and Kok 1996). II 

these conditions arc met. the TRA will have considerable validity l ishbein and Aj/en 

(1975,) have claimed that other variables not explicitly included in the IRA (c.g. 

demographic variables, attitudes toward the target object, and personality traits) can affect 

intention and behaviour only if they influence the relevant altitudinal or normative 

considerations or their relative weights. Furthermore, other studies have found that an 

individual's prior experience has an effect on intention but not directly on future behaviour. 

Based on these criticisms of TRA Fishbein and Aj/en. added a third component to the theory: 

the concept of perceived behavioural control (K ID  to come up with TCB.

2.10.2.1 Theory of Planned Behaviour (TPB)

According to Aj/en (1991) and Madden <198(>) the Theory of Planned Behaviour (TPB). 

behavioural beliefs, normative beliefs and controlling beliefs guide behaviour These then 

lead respectively to itlitiuk toward the object (A), xubjective norm (SVA ami perceived
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behavioural control U'lU ) In combination. ll»c llucc factors then lead «o the formal ion of a 

behavioural intention. I t  B refers to a person s

"belief* about tin present <• o f factors that nun fotihlaie or impede performance of 

the behaviour and the pen . el\ eil /toner o f these fm  tor* (Aj/cn. 1991)

llic  11*11 assens that behaviour (11) is a direct function of behavioural intention (///» and 

perceived behavioural control ( /7 ft') and that behavioural intention is formed by ones attitude 

I 0 . this reflects feelings of favorableness or unfavourable ness towards performing a 

heli.iv tour, subjective norm (S \)  which reflects perceptions that significant referents desire 

an individual to do or not to do a behaviour; and perceived behavioural control (1*110'), which 

rejects perceptions of internal and external constraints on behaviour (Aj/cn. 1991). Behaviour 

therefore is a weighted function of intention and perceived behavioural control; and intention 

is the weighted sum of the attitude, subjective norm and behavioural control components

I hus. according to the I I’B model: 

B = w, /?/ * h .PBC 

HI m wyi 4 n 4 .SW+ WsPBC.

Figure 2.5: Theory of planned Behaviour (Taylor and Todd, 1995: 146)

According to Aj/cn (1975). each of the determinants of intention, i e . attitude, subjective 

norm and perceived behavioural control, is in turn, determined by under Iv mg belief 

structures. These are referred to as altitudinal beliefs. behavioural beliefs (b,). normative 

belicls (nb,) and control beliefs (cIh ) that are telaicd to attitude, subjective norm and 

perceived behavioural control respectively. Stated formally, attitude (A) is equated with the 

altitudinal belief (b,) that performing a given behaviour w ill lead to a particular outcome, 

weighted by an evaluation of the desirability of that outcome (c,). that is.



A  m E b, e,

For example, an individual may belief that using information technology will lead to better 

performance <h,) and may consider this a highly desirable outcome (<*,).

Subjective norm is formed as the individuals normative belief nb, concerning a particular 

referent weighted b\ the motivation to comply with that referent me, i.c.

SM = Z nh , n u ,

For example, an individual may believe that his/her pee is think that he should use 

information technology {nh,) but complying with the wishes of his peers is relatively 

unimportant (me,)

According to Aj/en and Driver (1992) perceived behavioural control reflects beliefs 

regarding access to the resources and opportunities needed to pcrlorm a behaviour, or 

alternatively, to the internal and external factors that may impede performance of the 

behaviour. I he notion of perceived behavioural control encompasses two components I lie 

first component is facilitating conditions ( Iriandis 1979). which affects the availability of 

resources needs to engage in the behaviour, such as time, money or other specialised 

resources I he second component self-efficacy: that is. an individual's confidence in his/lier 

ability to perform the behaviour (Bandura. 1982). Perceived behavioural control is formed as 

the sum of the control beliefs (t7>*) weighted by the perceived facilitation (/»/«) of the control 

brief in either inhibiting or facilitating the behaviour, that i>.

PBC -  E cbt p f4

For example, an individual may feel that hc/shc docs not have the skill to use information 

technology (chk) and that skill level is important in determining usage 

(pf k). Using a direct test Mathicson ( 1991) found that PBC did have a significant relationship 

with behavioural intention, however it did not provide substantial explanatory power. Moore 

and Benbasat (199}) found that perceived voluntariness, which is likened to perceived 

behav ioural control, was a significant determinant of n given behaviour

2.10.2.2 Technology Acceptance Model

The technology acceptance model (figure 7) is one of the most influential extensions o f Aj/en 

and Fishbein's theory of reasoned action ( I KA) in the literature (Bago/zi ct al., 1992; Davis 

el al.. 19X9). Ihc technology Acceptance Model (TAM) is an information systems theory
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lh.il models How users tome 10 accept anil use a technology. The model suggests that vs hen 

users arc presented with a new technology or new product, a number of factors influence their 

decision about how and when they will use it. notably: Perceived usefulness (PU), defined as 

"the degree to which a person believes that using a particular system would enhance his or 

her job performance" and Perceived ease-of-use <1 OU) .defined as "the degree to which a 

person believes that using a particular system would be free from effort" (Davis. 1989).

TAM replaces many of IRA's attitude measures with the two technology acceptance 

measures ease o f  use, and usefulness, both IRA and I AM have strong behavioural 

elements, they assume that when someone forms an intention to act. they will be free to act 

without limitation. In the real world there will be many constraints, such as limited ability, 

time constraints, environmental or organisational limits, or unconscious habits which will 

limit the freedom to act (Bagozzi ct al., l992).Bagoz7i Davis and Warshaw say

"Because new technologies such as personal computers are complex and an element o f  

uncertainty exists in the minis o f  decision makers w ith respect to the w u  essful adoption o f  

them, jteople form attitudes and Intentions toward trying to learn to use the new technology1 

prior to initiating efforts directed at using. " t Bagozzi et al 1992 191)

Technology Acceptance (TA)

H c h a v  i o r a l  

I n t e n t i o n  

( H D

B e h a v i o r

( B )

Figure 2.6: Technology Acceptance Model (Taylor and Todd, 1995: 146)

TAM posits that perceived usefulness and perceived case of use determine an individual's 

intention to use a system with intention to use serving as a mediator of actual system use 

(adoption). Perceived usefulness is also seen as being directly impacted by perceived case of
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use. Researchers have simplified I AM hv removing ihc attitude construct (bund in IKA lioin 

the current specification (Venkateth et a l. 2003) Several rcscaichcrs have replicated 

Davis's original study (Davis. 19X9) in provide empirical evidence on the relationships that 

exist between usefulness, ease of use and system use (Adams. Nelson and Todd. 1992: Davis 

cl al.. 1089).

Rogers (1995) proposed in his general theory of diffusion of innovations that there ate five 

characteristics relevant to die adoption decisions, relative advantage, complexity, trialahilily. 

comparability, and observability ( oncept ol perceived risk is often included as augmented 

by Hauer (I960) particularly in hanking services. This is liecause the perceived nsk 

associated with Ihc linancial product itself as well as with electronic delivery channel is 

higher than in basic consumer goods, and hence increasing the importance o f this attribute of 

innovation. According to Harrison, (2000) ensuring security and confidentiality arc the 

fundamental prerequisites before any banking can take place because it involves sensitive 

information. Relative advantage, compatibility, trialahilily and observability arc positively 

related to adoption of an innovation and the remaining two, complexity and perceived risk, 

negatively related (Jayawardhena and Foley. 2000). According to Manila and Pento, (2002) 

on Factors affecting the adoption of Mobile Banking Sei vices, the most significant predictors 

of adoption in this case turned out to be relative advantage gained, compatibility ot services 

w ith adopters existing values ami perceived complexity o f tin* services

The newly emerged mobile banking services represent an innovation where both intangible 

service and an innovative medium of service delivery employing high technology arc present. 

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

technology and service aspects have an effect on the characteristics of mobile banking 

services (Mohr. 2001). I raditionally. research relating to the customer adoption of innovation 

concentrated on socio-demographic and psychographic attributes ol potential adopters. I hexe 

kind of personal characteristics of a consumer have been found to be predictors of adoption 

(Al-Ashhan and Burney 2001). Other research, however, has demonstrated that it is the 

perceived attributes of innovation itself rather than the personal characteristics that are the 

stronger predictors of the adoption decision (Black et al 2001).

Whether they are perceived attributes of innovation or psychographic attributes of potential 

adopters, they arc both components of attitude. Ihcsc innovation or psychographic attributes

have influence on attitude and consequently, adoption patterns of mobile banking services.
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2.11. 1 he Model applied to adoption of mobile phone hanking m i m i c  (I igure 2.7)

2.11.1 Allilude towards behaviour

I his refers to as learned predispositions lo respond to an object or class of objects in a 

consistently favorable or unfavorable I he sc predispositions to some "obicct" they arc 

outcomes of psychological processes and arc no directly observable but must be inferred 

from vvhat people do or sav (Assacl. 1 *>81) According to TRA, our altitudes toward a 

particular behaviour are influenced by j  combination ol two related factors: our bcliets about 

the outcome ol the behaviour (i.e.. is the outcome likely or unlikely?) and out evttltuition of 

the potential outcome (is the outcome a good thing or a bad thing'*)

Figure 2. 7: Research Model.

2.11.2 Subjective Norm

Subjective Norm creates social pressure that influencing people (consumers) to act in a given 

manner in order to conform to the expectations referents people important to them 

(significant others) Significant others or reference groups, who will construct this virtual 

boundary influence one to do or not to do will vary often will normally include family 

members and friends

“Subjective norm is the pcrcetvnd  social pressure to engage nr not lo engage in 

behaviour Subjective norm is determined by the total set o f accessible normative 

beliefs concerning the expectations o f  important referents " (Ajsen, IW5)
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2.11.3 Perceived Behavioural Control

Perceived behavioural control reflects beliefs regarding access to the resources ami 

opportunities needed to perform a given behaviour, and the internal and external factors that 

may impede performance of the behaviour It has two components I be first component is 

facilitating conditions (Triandis I979). which affects the availability of resources needs to 

engage in the behaviour, such as time, money or other specialized resources I he second 

component self-efficacy, that is. an individual's confidence in his/her ability to perform the 

behaviour

“Hrhiamural < nntrol refers to people's pen rptions of I heir abiiil\ to perform u given 

behaviour It is assumed that perctiw d behavioural control is determined by the total 

set o f  accessible control beliefs, i.e, beliefs about tin■ presence o f  factors that mm 

facilitate or impede performance o f tin- behaviour " (Ajzen. 19951.

2.11 .3 .1 Facilitating conditions

They refer to an altitudinal shmulus hut within the physical limitations and in the ease of 

mobile phone banking service the attitude towards mobile plume banking may be limited by 

lack of knowledge or the fact that the service has a cost premium, which others choose to 

avoid or health reasons, l ike in any oilier technology, product or service the adoption rate is 

determined by the facilitating conditions. Facilitating conditions for instance include cost, 

service availability, amount awareness, level of support, security and service compatibility 

(Pedersen et al. 2002a).

For this study the facilitating conditions arc extremely important especially the following 

measures;

a) I he cost of the service: The cost of carrying out a mobile phone transaction over 

ones mobile phone enn be expensive especially considering the various economic 

statues in the country. Cost is a huge factor prohibiting the adoption of other services 

like WAP. SMS and GPRS, This in turn limits the adoption rates of mobile phone 

banking services, which often have an extra cost premium of the service.

b) Availability of the serv ice: Availability refers to the availability of mobile phone 

banking services and supporting services. I- g The availability of handsets with WAP. 

(iPRS i.e phones with appropriate platform technologies to support mobile phone 

tanking services.

c) Ability to make a Choice This refers to the ability of one bcim; in a position to 

make a decision to adopt a given behaviour or not.

w v i u s r r r  pt= hairo*
tfSfca K & O E  L l Li RAH'
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2.11.3 .2 Confidence in using the service
I his refers to ihc ability of one feeling in control while using the mobile phone 

hanking, referred in the literature a*, sell -ctliuicv In their research. Conqvcau and 

Higgins (IV9lb) have shown that sclf-cfficacv has a significant effect on a given 

behaviour.

"Sel/-efiicat\ (related in adoptionI i\ an individual'* velf-confideiKV ai that 

adoption u ill lent!to tin ilcMivd hehtn lour iPetA-r.\en el al. 2002a).

2.11.4 Perceived Usefulness

Perceived usefulness is defined as how well consumers believe a service can help them 

perform their daily activities (Davis. 19X9). Other constructs have identical meaning, 

including relative advantage, extrinsic motivation, and job lit of perceived consequences. I Isc 

similarity between these constructs has been verified in (Venkatesh. cl al., 2003: lliompson 

et al. 1991). Previous studies suggest a positive relationship between perceived usefulness 

and user acceptance. When this belief increases, consumers* intention to use a service will 

increase corresponding!}

2. II .5 Percciv cd Ease of use

To predict the elements involved in the adoption of tcchnologv services, Bago?/i cl al.. 

(1992) included the Perceived Ease o f Use as an important measure. Perceived case ol use 

rcfcis to the extent to which a user believes that using the service will he tree of effort (Davis. 

19X9). Complexity was also introduced in the literature to measure the degree to which a 

service is perceived us relatively difficult to understand and use. lire complexity construct is 

just the opposite o f Ihc perceived case of use construct (Thompson et al.. 1991). A service 

perceived to be less difficult to use could attract more users to adopt it Consequently, a 

positive relationship is expected between perceive ease of use and user acceptance
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3.1 Introduction

I his chaplet outlines the overall methodology used in the study It includes research design, 

population of study, the sample and sampling method, a description of the data collection 

method and data analysis approach used

J.2 Research Design

The methodological approach for this study was descriptive. I Ins is because Mobile phone 

banking is u relatively a new area of academic research. I he study will identity altitudinal 

positions of consumers towards mobile phone hanking services and compare the attitude 

variation between gender, age group, and incomes.

3 J  Population of Study

I he population of interest in this study is bank account holders in the country’s 47 banks both 

private and public. Refer appendix 6.

3.4 Sampling and Sampling Procedure

lire  study involved primary a sample of all account holders ol the 47 banks in country The 

sample was obtained in Nairobi city and therefore comprised of the city dwellers because of 

time and resource limitation. The sample was divided into two. users and non-users of mobile 

phone banking.

The six banks ottering mobile phone hanking services were targeted. C onvenience sampling 

was used to select a sample of other banks that do not otter mobile phone banking services 

The basis was proximity, accessibility and time available lor the study (appendix 5). On 

selecting a sample of the banks and branches. Snowball sampling was used to obtain both 

users and non-users of mobile phone banking services. I his is because as preliminary 

research has indicated that only bank staff that arc account holders would be available to fill 

the questionnaires and they will then refer me to their colleagues who will lill the 

qucstionnaiics.

The account holders were grouped into the following categories.

I Ranks that offer mobile phone banking sen ices.

• Customers who do not use mobile phone banking

• Customers who use mobile phone banking.

2. Banks that do not offer mobile phone banking services
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Customers who do nut use mobile phone banking

3.5 Data Collection

Primary data was col levied using a self-administered questionnaire with structured and semi 

structured questions by the bank account holders The five-point liken scale is used in the 

questionnaire where answering the questionnaue will help determine the altitudes.

Ihe questionnaire is divided into two main sections, one targeting the user, and the second 

section targeting non-l ’sets of mobile phone hanking Section A lor both questionnaires will 

collect general demographic information. While section. M will collect data in the various 

factors in the Model. Refer figure 2.7

3.6 Data Analysis

Hie data collected was screened for completeness, consistency and accuracy and arranged to 

enable coding and tabulation before final analysis The data was presented in tables, cross 

tabulations, mean scores. Charts, frequency tables, percentages and proportions o f two 

categories of the respondents, i.c. Users and Non users of Mobile phone hanking service 

Inferences were used to determine if the findings could he generalized It was used to explain 

the Mobile phone banking phenomenon in Kenya and establish the relationships with 

variables.

Factor analysis was used to uncover relationships amongst several variables. The variables 

are the degree of agreement with various specific perception and belief statements vs bile the 

factors are the general underlying constructs. The factor analysis for this research was 

conducted using a statistical package SPSS vl 1.5.
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4.1 Introduction

lliii section presents the data collected bv questionnaires Tilled b\ the respondents i e the 

Mobile phone banking users and non-users It provides the profiles of respondents and lor the 

data collect both descriptive statistics and inferential statistics is applied.

4.2 Demographic information of respondents 

4.2.1 Kes|Hinse Rale
I he total number of questionnaires distributed was 100. Out ol these onl> 67 respondents 

Tilled their questionnaires. I his represented 67 % percent of all the questionnaires issued 

lisers ol mobile phone Kinking comprised of 48 %pcrccnt while non-users were 52*-..percent

Figure 4.1 Distribution of the respondents according to gender

Population D istribution b ased  on 
G ender.

I he sample comprised 67 respondents This included 41 respondents ssho were men and 26 

Female respondents respectively. I his was 61% Male and 31% percent Female.

Figure 4.2 Distribution of respondents according to users, non-users and their Gender 

DISTRIBUTOR OF USERS AND NON USERS

30

GENOER fem ete

ONON USERS 
■ USERS
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C hail indicate!) the there more w0incn in the sample and most of these were non-usets of

mobile phone banking

♦

Figure 4.3 Distribution of the respondents' gender and their education level

DISTRIBUTION OF RESPONDENTS WITH RESPECT TO GENDER AND
EDUCATION LEVEL

35

NO PRIMARY SECONDARY UNIVERSITY/ UNIVERSITY/
fOUCAlUiON COLLEGE (1-3 COLLEGE (4

EDUCATION LEVEL YRS> OR MORE
YRS)

□  Male 
B  Female

In two o f these categories, there was no tails i e namely respondents w ith no education at all 

and those with only primary education out ot the total simple. Most of the respondents had 

either been to college or university The proportion of respondents w ith university education 

o f over 3 years were the largest proportion it comprised of 70 % percent, those with college 

or university education ol I- 3 years comprised of 27 % percent and those with only 

secondary education had 3 % percent.

Table 4.1 Distribution of rcs|>ondcnts according to their age

Frequency Percent
Valid
Percent Cumulative Percent

Valid 18*29 14 20.9 20.9 20.9
30-39 42 62.7 62.7 83.6
40-49 II 16.4 16.4 100.0
Total 67 100.0 100.0

Approximately 84 percent of the respondents were between the ages of 18 to 39 years Of 

these, the 21% pcrcenl were between the age 18 and 29. while 63 % percent between 30 to 39 

years. This is because people in this age group typically have more time to complete
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Figure 4.X A Bur C.raph of mean and standard deviation of the various factors lor all

respondents

A GRAPH Of f  ACTORS THEIR Mf ANS AND STANDARD DEVIATION f  OR AU
RESPONDENTS

□ MFANS
■ STANDARD DFVIATtON

4.4 IIMFEKKN UAL SI A l ls  I ICS 

4.4.1 Confirniatorv Factor Analysis

In order to test the research model. Confirmatory factor analysis is applied. According to the 

research model figure 2.7, which is based on TPB model by Aj/cn < 19X0). mobile phone 

banking adoption considered multidimensional. 1 he research model like the theory of TPB is 

a directional model and at one end of the model is Behaviour, which is which can be 

indicated by behavioural intention. Behaviour intention is influenced by Atliludc (A). 

Perceived behavioural control (PBC) and subjective norm (SN). Various studies show that 

while these are the main components they can be modified

I he scores of factors below ranged from -10 to *10 This is obtained as a product of 

components o f the variables in the model e g. for Attitude (A) is a product o f a given

behaviour and the evaluations e‘ refer to the figure 2 s A negative value refers

degree of disagreement of the impedance or need for a given factor, the positive value 

however, refers to a degree of agreement and neutral refers not a state of nether agreement or 

disagreement
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In the Table 4.11 below the principal axis factoring extracted factors with the objective of 

determining factors that influence adoption of mobile banking The principal axis factoring 

output in the table extracted fixe tactors fhc sums of squared loadings are left out as the 

variables have been assumed to correlate Whenever variables and factors correlate the sums 

of squared loadings in the table cannot be added to obtain the total variance.

Table 4.12 SPSS factor analysis generation of the Total Variance F.xplaincd

4.4.2 C o n f i r m a to r y  f a c to r  a n a ly s i s  o f  d e t e r m i n a n t s  o f  m o b i le  | ih o n e  b a n k i n g  a d o p t io n

Component Initial Eigenvalues
Extract io 
Squared

n Sums of 
-codings

Rotation Sums of 
Squared 1 oadings 
(a)

1 %
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 | 

V
ar

ia
nc

e

C
um
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e

%
 

1

To
ta

l

1 4.022 23.659 23.659 4.022 23.659 23.659 3.750
2 3.242 19.069 42.728 3.242 19.069 42.728 3.055
3 2.183 12.840 55.568 2.183 12.840 55.568 2.279
4 1.686 9.918 65.486 1.686 9.918 65.486 1.951
5 1.211 7.126 72.612 1.211 7.126 72.612 1.924
6 .948 5.574 78 186
7 8X6 5.213 83.399
8 .797 4.689 88.088
9 .601 3.535 91.623
10 .531 3.124 94.747
M 382 2.245 96.993
12 kl8X 1.109 98.101
13 .129 .757 98.858
14 .111 .652 99.510
15 .037 .219 99.730
16 .027 .159 99.888
17 .019 .112 100.000
I xtraction Method: Principal Component Analysis
a When components arc correlated, sums of squared loadings cannot he added to obtain a 
total variance.

The extraction method used was principal axis factoring with oblimin rotation. I he "Total" 

column gives the amount ol variance in the observed variables accounted for by each 

component or factor The first live components account for 72.612 percent of the variance 

This is indicated in the "% of Vaiiance" column, which gives the percent of variance 

accounted lor. by each specific factor or component, relative to the total variance in all the 

variables. The proportion o f the components' variation to the total variation that is involved 

in the correlated factors is found on the communalities table (appendix 2)
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Tabic 4.13 Pattern Matrix (a)

C omponent
1 2 3 4 5

keypad. User 
friendliness .564

Friend Influence .489
Imp o f Support .737
Pass Instructions .787 '

C 'heapness .613 .453
System is Secure .795
Saves time .970
Superior Influence .546
Limits banking 
options 825

Compatible •.960
Importance of 
Confidence -.488

Intention .741
Imp Trial .803
General Imp 
Influence
Advertisement .875
Attitude -.697
Control. .953
Extraction Method: Principal Component Analysis. Rotation Method: Ohlimirt with Kaiser 

Normalization.
a Rotation converged in 11 iterations.

According to Kummcl. 1970 the pattent matrix (table 4.12) only can he used interpretation. 

He says that the pattern matrix found using oblique rotation is more interpretublc than the 

orthogonal rotation solutions with fewer variables loadings significantly on more than one 

factor. Oblique normalization was preferred due to the assumption of correlation among 

variables. Absolute values below 0.485 was applied in the table were suppression to reduce 

the factors into few significant ones.

Hie oblique rotation using ohlimin in the pattern matrix indicates significantly loaded factors 

include:

Factor 1 It van be named attitude This factor was significant!) loaded b> the following

factors.:

keypad user friendliness: I he variable emphasized that the decision to adopt mobile phone 

banking is influenced by mobile phone user interface (mobile phone keypad) the factor has a 

weight of 0.564.
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• Kasv instructions' this factor cite* ihc need lor mobile phone banking instruction «»r

navigation on ones mobile phone to be easy to apply. I his influence on the decision 

to adopt this service. Its weight was 0.787

• Limits banking options. Ihc use of Mobile phone banking should not limit ones

banking options to he popular with users I he decision to adopt the use of mobile 

phone banking is also influenced bv whether it will limit ones hanking options Its 

weighting was 0.825.

• Advertisement: the level ol awareness ol a given product or service, and its use dives

alTcct oik*s decision to use. adopt or reject It had a weight o f .875

• Control: I his refers to the ability of one being in a position to make a decision whether

to use the service or not it influences ones decision to use or not use the mobile phone 

banking. It had a weight o f .*>53

f actor 2: I his factor can be named perceived behavior control and had the following 
significant loadings.

C heapness (low cost): the decision to adopt mobile phone banking is determined by he 

cost o f using the service I he factor had a weighting ol 0.613

Save time (l sefulncss): the usefulness of a mobile phone hanking does determine 

adoption. It liad loading of 0.979.

Compatibility: mobile phone banking should be compatible to the users lifestyle for user 

to Icel comfortable to use it, This alTccts adoption ads well It had loading of 0.%0.

Factor 3 This factor can be named inability it had substantial factor loadings of:

■ Level of support: this influences greatly the adoption of mobile phone banking. It 

had a loading of .737

• Security: the level ol security as well docs cflecls the adoption of mobile phone 

Kinking This is especially because it involves money It s weighting of. .795

• Triability : because of the risk involved and to develop confidence on needs to try the 

use of mobile phone baking before udoptmg it. This had a weighting of (1.803

Factor 4 Ibis factor can Ik  named as intention It had other (actors with substantial factor 
loadings of:



• Importance of confidence: I scr confidence is important fro adopters of mobile 

phone banking I he weight ol this factor is 4XX Wh.ilevcr that tan improve on the 

user confidence is important because it mlluenccs adoption ot tlic serv itc

• Intention: the intention of wanting to use or not to use the mobile phone is ver\ 

important as well in the determining the adoption of mobile phone Kinking. It had .1 

loading of .741

• Altitude: ones perception about a given product docs greallv affect ones decision to 

adopt or not It had a weighting ol 607

factor 5 I his factor had significant loadings it can be referred to as subjective norm

• Friend influence: this external influence from friends does affect adoption o f mobile 

phone banking. Its weighting was 0 489.

• Superior influence: this external influence from friends does affect adoption of 

mobile phone banking. Its weighting was 0.546

These factors explain all the constructs found in Ai?cns‘ I I'M model, which is modified and

used for this studv•illustrated figure 2.7 (the research model)
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For non-users, they want to he sure it will work, therefore want to try using the service before 

they can adopt it. Confidence is very valuable m the use of this service and it anything can he 

done to boost their confidence. There was significant lack o f awareness of the service Hanks 

and providers of the service should market it thoroughly while highlighting its benefits. I here 

were respondents who arc have accounts in bank that oilers the service hut they are not ware 

that the service exists. For non-users they arc worried more about cost and whether it is 

secure to use tire system. They need the service to he affordable.

for both categories of the respondents, there was correlation on what they consider 

important for the service (appendix 3).

Objective 2:Thc extent to which intention influences adoption of mobile phone hanking 

service

Confirmatory factor analysis (Cl A) was applied to reduce the number o f factors and establish 

the most significant ones affecting mobile phone banking adoption as proposed by Aj/en's 

model ( ’FA established that tire factors of the model wcic significant in determining mobile 

phone banking adoption They include, attitude, perceived behavioral control, intention and 

subjective norm, and since the model is a multidimensional model with multiple factors 

hinged on intention, then it is intention that to a great extent influences adoption of mobile 

phone banking, in Kenya. The findings of the study are that intention influences behavior and 

thus adoption of a given service or product In addition some variables in the research model 

are more important than others in determining the adoption or rejection a of a given service or 

product.

the mobile phone u n c i  interlace lor the mobile plume would improve. as n is key to usability

i.c. keypad user friendliness I hey need support occasionally This means getting necessary

support to enable them carry out the their transactions with their phones.

5.3 Suggestions fur further research

I he study should be done with a larger sample, and with the aim of gening the hanks 

perspective of the service and not the clients only Ibis will also explain tlic slow pace ol 

development, and even advertising of the product. Are they getting complaints arc more 

customers interested in using the service, and what is the trend A comparative study of 

various countries can be done since research shows that the factors that influence adoption of 

a service do vary from country to country.



5.4 Limitations for the stud)

l ike man) similes, the study had its own limitations.

a) Data collection

This was a major draw hurdle as the respondents are not willing to give available 

information. The sampling method used was snow hall, where I was referred to users of 

mobile phone banking by their friends or colleagues. I got a lot of diftlculty when I was 

seeing someone who docs not know me the hank.

The sampling method used has a high degree o f bias and can hardly be used for 

generalizations.

Data from the users of die service was mainly from the staff of the bunks that offer the 

services. This again created bias on the kind of data that was available. Most banks were 

did not want me give their client a questionnaire.

I>) Lack of finances

Due to limited finances and time constraints for the study. The study design was as such 

affected for instance the data collection technique and sample size that was used.
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A P P EN D IX  1: (.juestionnairi-s.

I file r lo the Respondent* (users)

I ’MVKKSIIN OI NAIROBI 

SCHOOL OF BUSINESS

Telephone: +254020-318262 

P.O. Box 30197

Nairobi. Kenya 

l>cai Sir/Madam.

I am a Postgraduate student undertaking a Master of Business Administration (MBA) degree

at the School of Business. University of Nairobi. I am currently carrying out research with the

aim understanding consumer adoption of mobile phone banking scr\ ices in Kenya. I need to

establish why For example why you use mobile phone banking serv ices and what influenced

you. I his is a requirement lo complete my MBA course project at the University of Nairobi.

Please provide the required information by responding lo the questions in the 
questionnaire below. The information will be used for academic purposes only and 
confidentiality will be upheld. The name of your company will not be disclosed in the 
research.

A copy of this research project will be made available to you upon request I will

appreciate your cooperation in this academic exercise 

Thanking you in advance.

Yours faithfully.

Mr Onlunv.i, P N Supervisor

Postgraduate Student 

Student Number: D6I/7508AJ3 

oiilunx a <rvahoo.com

Mr.Nixon Mucanda
Lecturer. University o f Nairobi. School of Business
Mobile: 0722-883851
Email nmugnndaifoupnhuK.Kv



Q1 ks i io n n a ir f  

SECTION A:

Bank Name ----------------- ------—.......... ......

Branch.................................... ..............

a What is your Gender? Male female

b Whai is your ape?

Below IK
18 -29 50- 59 
50 -  39 60 and above 
40 -  49

c
What is your highest education level

No Education.
Primary
Secondary/I ligh School 
University/Co liege 1-3 y ears 
Univcrsily/Collcgc 4 years or more

d What is your Account Type
Current

1  Savings 
1 Fixed

1 Other------------------------

e l)o you currently own a mobile phone? Yes 1  No

f

If yes. How long have you used your 
mobile phone?

Less than 1 year 

1-4 years 

“ Over 5 y ears

6 If yes What is your mobile phone tariff' Post-paid Prepaid

- 11 - —  j |

b
Does your bank offer mobile phone 
banking services

1 do not know 

1  Yes 1 No

1 If yes. Do you use your phone lor any 
Banking transactions?

l Yes No

j

i

Who introduced you to Mobile phone 
Banking.

1  Family member 

Colleagues at work 

1 1 read/advertisement 

1  Other— .................................... —  |
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I o he answered by USI RS Ol mobile phone banking.
Please answer ihc questions as caiclully as possible based upon sour experience ssith 01

belicls about mobile plume banking.

Please indicate your level of agreement or 
disagreement ssith the following statements on a 
scale from -2 to +2 sshcrc 
-2 is strongly disagree  and

, -»2 is strongly agree:

tu  •- e u
Z '

7. £

tuu-
u
z

1 z | A
gr

ee f t
£  «<

1 1 get support to use mobile phone 
banking services?

2 1 use mobile phone banking Service 
because it is a secure service?

3
A user friendly mobile phone keypad is 
important for mobile phone banking 
services.

4 Mobile phone banking docs not limit my 
banking options.

5 Mobile phone hanking services saves 
time?

6 Mobile phone hanking services is 
compatible with my lifestyle.

7
1 use Mobile phone banking service 
because it docs not limit my banking 
options.

X
The support 1 get while carrying out 
mobile phone hanking service is 
important

i 9
1 am confident while using mobile phone 
banking services.

10 1 use mobile phone banking services 
because it save time.

II 1 intend to stop using mobile phone 
hanking service.

12 feeling confident while using mobile 
phone services is important.

13 1 lie mobile phone keypad is user friendly 
for mobile phone banking services.

14 1 use mobile phone banking because it is 
not expensive.

15
1 use mobile phone hanking service 
because it is compatible with my 
lifestyle.

(•X



To be answered by i SI KS mobile phone hanking
Please answer ihc questions as carclull) as possible based upon youi experience wiih or

: beliefs about mobile phone hanking.____
Please indicate your level of agreement or 

! disagreement w ith the following statements on a 
scale from 1 to 5 where 
-2 is strongly disagree and 
<2 is strongly agree

c  tfl
I  2
7  c

U6uB
2
a N

eu
tr

al

r

bBCDC h
■r <

! 16 1 tried using mobile phone banking be lore 
1 adopted it

17 Mobile phone bunking instructions are- 
easy to follow'.'

18 My friends influence me to a great 
extent?

iy My triends think i should use mobile 
phone banking service?

20 My superiors/' senior colleagues influence 
me to a great extent?

21 Mobile phone hanking service is not 
expensive i

=
People w ho influence me a lot expect me 
to use Mobile phone banking

23 Superiors/ senior colleagues expect you 
to use mobile phone banking?

2*1 1 use Mobile phone hanking because 
instructions are easy to follow

25 Mobile phone hanking is well advertised 
in Kenya?

26 Using mobile phone hanking is a good 
idea.

27 The decision to use a mobile phone is 
entirely within my control

b<>



- s
Mobile plume banking service is secure i r ~ r  i
1 im your main reasons for using mobile- 
plume banking ser\ ices?

2V

e g sale . convenient . Iasi . cheap

etc
.
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Letter to the Respondent*- (Non-users)

UNIVERSITY OF NAIROBI 

SCHOOL O l HI SINKSS

Telephone: -25*1020-? 18262 

l>.<>. Bon 10197 

Nairobi, Kenya 

Dear Sir/Madam,

I am a Postgraduate student undertaking a Master o f Business Administration (MBA) degree 

at the School ol Business, University of Nairobi. I am currently carrying out research with the 

aim understanding consumer adoption of mobile phone banking services in Kenya. I need to 

establish whs For example why you do not use mobile phone banking services and what 

influenced you. This is a requirement to complete my MBA course project at lire University 

of Nairobi.

Please provide the required information b> responding to the questions in the 
questionnaire below. The information will be used lor academic purposes mil) and 
confldcnlialifv will lie upheld. The name of your compaii) will not be disclosed in the 
research.

A copy of this research project will he made available to you upon request I will 

appreciate your cooperation in this academic exercise.

Thanking you in advance.

Yours faithfully.

Mr PwunyaJLN
Postgraduate Student

StudentNumber: D6I/7508/03

onlunva <iA.ihoo com

Supervisor 

Mr Nixon MUganda

lecturer. University of Nairobi, School of Business.

Mobile: 0722-883851 

I mail: nmuynnda@uonbi.ae,kc

0733607768
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QCKS'IIONNAIRF.: 

SKCI ION A:

Bank N am e-------------------------------- ------

Branch ——— -----—---- —--------—•••*

a W hat is your Gender? Male 1 emale

b What is your age?

Below IX
18-29 50 59 
30 -  .19 60 and above 
40 49

What is your highest education level?
No l.ducalion.
Primary'Middle level 
Secondary/High School 

1 Univcrsity/Collegc 1-3 years 
University/Collcgc 4 years or more

cl What is your Account Type
f"j Current 

1  Savings 
1  Fixed

Other ------ -----------------

1 C Do you currently own a mobile phone? i Yes ~ No

f
If yes. Mow long have you used your 
mobile phone?

Less than 1 year 

1- 4 years

1 0ver 5 years j
P If yes What is your mobile phone tariff? Post-paid Prepaid

It
Does your bank offer mobile phone 
banking services

1 do not know 

□ Yes -  No

i If yes. Do you use your phone for any 
Banking transactions?

H Yes No

j If Yes Who introduced you to Mobile 
phone Banking?

Family member 

Colleagues at work 

1 read/advenisement 

: 1 Other..............................................
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To be answered by NON USERS mobile phone banking
Please answer the questions as carefully as possible based upon your experience with or beliefs 
about mobile phone banking 
Please indicate your level of agreement or 
disagreement with the following statements on 
a scale from I to 5 where 
-2 is strongly Disagree 
and
+2 is strongly Agree

Using mobile phone hanking sen ice is a 
good Idea. .
A user-friendly mobile phone is important 
in mobile phone banking services 
My friends influence me to a great extent

^ I would need support to use mobile phone 
hanking service.

10

Ihe decision to use mobile phone banking 
is entirely w itltin my control.
Mobile phone hanking service 
instructions could he hard to follow.
Using Mobile phone banking services is 
expensive. __
Mobile phone banking service is well 
advertised in Kens a.

j -  _______ _ _
I Mobile phone hanking services is

insecure ___
Using mobile phone banking services 
could be time consuming.

II

12

14

15

I do not use a mobile phone hanking 
because I feel instructions could be hard
to follow __  _____ ______
I would like to try using Mobile phone 

** banking service before adopting it 
.  My friends expect me not to use mobile

phone banking services. ____
My superiors do not expect me to use
mobile phone banking service.
My superiors influence me to a great 
extent.

X - 1 JBW v  
c  ci
c  *

u
« 5  i t iw .2

7  cl 5 fc. S I
r .  <

t  «  *  <
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l o be answered by NON USERS mobile phone banking
Please answer the questions as carefully as possible based upon your experience with or beliefs
ablaut mobile phone banking_______________________________________________________________

Please indicate your level of agreement or 
disagreement with the following statements on a 
scale from 1 to 5 where 
-2 is strongly Disagree 
and
+2 is strongly Agree

e ee ci
£ 2  

r7\ m̂m

su
.2£

l

la
• •

V
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•>j
j

3
i:

| ‘ t
7  «---------- 1

16
People who influence my behaviour 
think 1 should not use mobile phone 
hanking service.

17
1 do not use mobile phone banking 
service because it limits my banking 
options.

IX
1 do not use mobile phone hanking 
service because it is not compatible 
with my lifestyle.

19 1 do not use mobile phone banking 
because it is time-consuming services.

20 1 would not be confident using mobile 
phone banking service.

21 1 do not use mobile phone banking 
service because it is expensive.

22 The mobile phone limits my options of 
hanking options.

23 Compatibly of mobile phone banking 
service w ith ones lifestyle is important.

24 1 do not use mobile phone banking 
services because it is insecure

25 1 intend to use mobile phone banking 
service if my bank offered it.

26 feeling confident while using mobile 
phone banking is important.
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lo  be answered by NON USERS mobile phone hanking
Please answer the questions as carefully as possible based upon your experience w ith or beliefs 
about mobile phone banking.

Please indicate your level ol agreement 01 
disagreement with the following statements on a 
scale from 1 to 5 w here 
-2 is strongly Disagree 
and
*2 is strongly Agree

*  t  
'i  &
I |
/ .  —

tuUq
.2

N
eu

tr
al

u<

Ti
c

* *
27 Support is important to use Mobile 

phone banking serv ices.

2X
The mobile phone keypad is not user 
friendly for mobile phone banking 
services.

29

What arc your main reasons for not 
using mobile phone hanking services?

e g unsafe . unreliable . Slow . Expensive etc
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APPENDIX 2: Factor Analysis Output 

Commiinalifit-s

Initial
Keypad User friendliness 1.000
Friend Inf 1.000
Impotence o f Support 1 .000
1 as\ Instructions 1.000
Cheapness 1 000
Serv ice is secure 1.000
Saves time 1.000
Superior Influence 1.000
limits banking options 1.000
Compatible 1.000
Importance Confidence 1.000
Intention 1.000
Importance of'Irving 1.000
General Imp Influence 1.000
lack of Advertisement 1.000
Attitude 1 .(KM)
Control. 1.000
Extraction Method; Principal Component Analysis

Total Variance Explained

Component Initial Eigenvalues
flotation Sums of 
Squared 1 oadings(a)

Total % of Variance Cumulative % Total
1 4 022 23.659 23.659 3 750
•* 3.242 19.069 42.728 3055
3 2.183 12.840 55.568 i_2.279
4 1 6X6 9.918 65.486 1.951
5 1.211 7.126 72.612 1.924
6 .948 5.574 78.1X6
7 .886 5.213 83.399
8 .797 4.689 88.088
9 .601 3.535 91.623
10 .531 3.124 94.747
II .382 2.245 96.993
12 .188 1.109 98.101
13 .129 .757 98.858
14 .III .652 99.510
15 .037 .219 99,7.30
16 .027 .159 99 888
17 .019 .112 100,000

Extraction Method Principal Component Anal)sis.
a When components arc correlated, sums of squared loadings cannot be added to obtain a 
total variance.

Component Matrix(a)
a 5 components extracted
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I a Me 4.13 Pattern Matrix (a)
Component
1 ? 1 4 5

Keypad User friendliness 564
1 riend influence .489
Imp of Support .737
Easy Instructions 787

AX'} — —

Cheapness 
System is Secure

.<> I3 433
795

Saves time .976
Superior Influence .546
Limits banking options .825
Compatible -.960
Importance o f Confidence -.4X8
Intention 741
Imp Trial .803
General Imp Influence
Advertisement .875
Altitude -.697
Control. .953
Extraction Method: Principa Component Analysis. Rotation Method: Oblimin with Kais

Normalization.
a Rotation converged in 11 iterations.

Component Correlation Matrix
Component ] 1 2 3 4 5
1 1.000 

- 118
-.118 -.045 - 035 -.085

2 1.000 -.014 .037 -182
3 ! -.045 -.014 1.000 -.108 .097
4 -.035 

' -.085
.037 -.108 1.000 -.051

5 -.182 .097 -.051 1.000
Extraction Method: Principal Component Analysis. Rotation Method: Oblimin with Kaiser 
Normalization.
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APPENDIX 3: ( ‘o rrc la lK m  Matrix
EUI FRINE i:u2 EC3 K

EUI 1 oooo
IFRINI 0245 1.0000

EU2 1582 -.0090 1 IXXX)
FC3 -.0559 .2918 .26.37 1.0000
FC -.2752 -.0196 -.0391 .1215 1.0000
EC 2 0589 -.1340 .3491 -.2291 -.1809
PI 1 -.1483 .1353 -.1188 .3536 .5704
SPINE 6301 .0133 .0929 -.3540 -.2330
PU2 .3152 .0737 -.1378 .2*29 -.2311
COMP -.0788 .1*42 -.070-1 .3476 .4300
LIE .1403 -.2367 -.1002 .3408 -.1732
Bl .0449 -.1681 2015 .1826 -.1216
TR .0912 -.0700 .3024 -.1714 .0262
SN .0131 .2419 -.0203 .1637 -.0458
ADV .4143 -.0090 .1676 .3046 -.2714
ATI .1533 -.1692 .1807 -.0793 -.0703
PCB .4466 .1582 170343 .3417 -.2781

FC2 PUI SPINF PU2 COMP

FC2 1.0000 - J
PCI -3179 1.0000
SPINF .1640 -.6061 1.0000
PU2 -.1509 -.1589 .3233 1.0000
COMP -.2890 .9378 -.6305 -2821 1.0000
1 IE -.2827 -.0177 -.0487 .4342 -.0676
m .0714 -.0626 -.1105 (10*2 .0229
TR .8136 .096* -.0116 -.4213 .1661
SN -.1512 -.0197 .0717 .4907 -.0683
ADV -.0553 -.0475 .2045 .7367 -.1236
ATT .1659 -.0704 .1756 -.0054 -.0164
PCB -.1226 .041* .2011 .8491 -.0350

R E L I A B I L I T Y  A N A L Y S I S  - S C A L E  ( A L P H A )  

Correlation Matrix

1--------  □ 1 II ~b T 1R _SN A D V

IFF 1.0000
HI 5*98 1 001/1)

lJ R -.3 2 3 9 .1344 1.0000 •

SN .0741 -.1454 -.2943 1.0000

ADV .4358 .2055 -.1922 2686 1 (KMX)

ATI .1545 .3098 .2092 -.0826 .1624

PC B .4487 .1722 -.2172 .4216 8879
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M 1
K B

ATI i oooo
PC B .00*8 1 0000_

N o f Cases 67.0

Inter-item
Covariances Mean Minimum Maximum Range Max/Min
Variance

.4448 -7.7899 10 6706 18.4605 -1.3698
7.4324

Intcr-itcm
Correlations Mean Minimum Maximum Range Max/Min
Variance

.0679 -.6305 .9378 1.5682 -1.4873
.0763

Reliability Coefficients 17 items

Alpha = .4172 Standardized item alpha ■ 5534
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A ITK N D IX  4 Definition of terms

Blinking: It is the essential function of a bank is to provide services related to the storing of 

value and the extending of credit. (Bank. 2(MM)

Blue tooth: it is a telecommunications mdustrv specification that describes how mobile 

phones, computers and personal digital assistants (PDAs), can easily interconnect with each 

other using short-range wireless connection with the ability o f  sending and receiving data, fax 

and multimedia (Blue tooth . 2006)

Cellular 'telephone also Cellular Phone: It is a Mobile radiotelephone, often in an 

automobile, that uses a network o f short-range transmitters located in overlapping cells 

throughout a region, with a central station making connections to regular telephone lines It 

has become very similar to PDA with it one can do email without a PC connection, send, 

watch and listen to movies and audio. It incorporates blue tooth. (Cell phone. 2006):

E-banking: e-banking varies amongst researchers partially because electronic bunking refers 

to several types of services through which bank customers can request for information and 

carry out most retail banking services via computer, television or mobile phone (Daniel. 

l999;inols 1998; sathyc. 1909). Electronic banking am  be defined in various platforms: 

Online hanking. Internet banking, lelephouc blinking TV-based banking. Mobile phone 

banking and PC banking (offline)

Internet Bunking also Online Banking is a term used for performing transactions, 

payments etc. over the Internet through a bunk's secure website. It is useful, especially lur 

bunking outside bank hours (which tend to be very short) and banking from anywhere where 

Internet access is available. (Internet banking. 2001)

Internet commerce or Electronic commerce (c-commerer): It consists of the buying, 

selling, marketing, mid servicing of products or services over computer networks. Il is 

electronic business application aimed at commercial transactions, (c-commcrcc.2006)

Mobile Commerce, is the carry ing out of any transaction with value -  added for the user, 

which is carried out by means of mobile or wireless devices or infrastructure (me. we. 2000). 

It is also known os M-busincss, which refers to any electronic commerce done in a w ireless

«o



environment, especially via the Internet It can lx* done via private communication line*, or 

public. It's provision ol access to information, poods and services at any time an in uny place 

on his moderate device. (Rsprint 1997: mobile commerce. 2006)

Mobile phone banking: For the purposes ol this study Mobile phone banking is ihc use ol a 

hand held device usually used for voice communications for hanking transactions i.e. using it 

to send instruction and retrieving transactional and tank account information. I his could 

include voice but not limited to voice.!Merwe. 2003)

Personal Digital Assistant (PDA) it is a handheld wireless compute) (Personal Digital 

Assistant. 2006)

Smart phones: Internet-enabled cell phones with attached applications (Smart phones. 2006)

Wireless application Protocol (WAP): enables mobile phone users to browse text only 

websites and to perform functions such as viewing email in a web based email account, 

browsing websites designed specifically or wireless devices (Wireless application Protocol 

n.d)



APPUMMX 5 Hanks ihai offer mobile phone linking '» Kenya

1. Consolidated bank

2. National industrial Bank

3. Co-operative bank

4. Commercial bank of Africa

5. Standard chartered kink



A ITK M h x  6; Kcnvan Hanks 
African Hanking Corporation. Nairobi 
Akiha Bank. Nairobi 
Hank of Baioda. Nairobi 
Bank o f India, Nairobi (foreign owned)
Barclays Bank of Kenya. Nairobi (listed on NSE) 
f  'K  Bank, Nairobi (listed on NSE)
Charterhouse Bank I td. Nairobi
Chase Bank I id. Nairobi
City bank. Nairobi (foreign owned)
City Finance Bank. Nairobi 
Cooperative Bank of Kenya. Naiiobi 
Commercial Bank o f Africa, Nairobi 
Consolidated Bank of Kenya I id. Nairobi (gov)
Credit Agricole Indosuez. Nairobi (foreign owned)
Credit Bank Ltd, Nairobi 
Duima Bank Ltd, Nairobi 
Delphi* Bank. Nairobi 
Development Bank of Kenya. Nairobi 
Diamond Trust Bank, Nairobi 
Dubai Bank Kenya l td. Nairobi 
Equity bank
Equatorial Commercial Bank Ltd, Nairobi 
Fidelity Commercial Bank Ltd. Nairobi 
Fina Bank Ud, Nairobi 
First American Bank of Kenya, Nairobi 
Giro Commercial Bank Ltd. Nairobi 
Guardian Bank. Nairobi
Habib Bank A.G. Zurich. Nairobi (foreign owned)
Habib Bank Ltd. Nairobi (foreign owned)
Housing Finance Co. I td. Mairobi (gov) (listed on NSE)
Imperial Bank. Nairobi
Industrial Development Bank. Nairobi (gov)
Investment & Mortgages Bank Ltd. Nairobi 
K-Rep Bank Ltd. Nairobi
Kenya Commercial Bank lid. Nairobi (gov) (listed on NSE)
Middle East Bank. Nairobi
National Bank of Kenya. Nairobi (gov)
National Industrial Credit Bank Ltd. Nairobi (listed on NSE)
Oriental Commercial Bank Ltd. Nairobi
Paramount Universal Bank Ltd. Nairobi
Prime Bank Ltd. Nnirobi
Prime Capital and Credit Ltd. Nairobi
Southern Credit Banking Corp. Ltd. Nairobi
Stanbic Bank Kenya Ltd. Nairobi (gov)
Standard Chartered Bank . Nairobi (listed on NSE)
I rans-National Bank Ltd. Nairobi 
Victoria Commercial Bank Ltd. Nairobi



ATM As>'nchrool1llS Transfer Mode
POTS Post ( )fnce 1 ckrphonc lines
ISDN Integrated Services Digital Network
WAI* Wireless A p p l 'c a , *°n  Protocol
GPRS General packet radio services
f-lHil l n ha need dJ,J rales for global evolution
UMTS Universal mobile telephony system
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