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Globally, a rapid changing trend in the banking industry has been recognized as a critical challenge. 
The banking sector experiences a competitive environment especially in the technological application. 
Remaining a top performer is a challenge to many banks. And most banks face threat of remaining at 
the top competitively. This paper investigated the influence of mobile banking on organizational 
performance. The main objectives was to find out how transactional security affects performance of 
banking institutions in Kenya; to determine how service delivery speed influences performance in 
banking institutions in Kenya and to determine the influence of cost of operation on financial 
improvement of performance of banking institutions in Kenya. A Survey study design was used while a 
questionnaire was used to gather the primary data. The target population was 20 banks and a sample 
size of 70 was used. Statistical analysis was done with the aid of Statistical Package of Social Sciences 
(SPSS) software. The findings showed that mobile banking had significant positive effects on 
performance of banking institutions. It also shows that mobile banking is an anchor of stability of 
competitive edge to banking industry. It was then recommended that financial institutions and policy 
makers should enhance the environment for use of mobile banking. 
 
Key words: Mobile banking- flexibility, transaction security, service delivery speed, cost of operation, 
organizational performance. 

 
 
INTRODUCTION 
 
Organizations all over the world, struggle to achieve 
efficiency, effectiveness, relevancy and financial viability. 
The tools and drivers of such effectiveness, efficiency, 
relevance and financial viability is always a challenge and 
hard to achieve (Zamil, 2011; Kharis, 2012). What works 
today is not automatically useful in future, especially in a 
rapidly changing banking industry. Although strategic 
technological inventions are generated to improve the 
competitive edge in productivity and service delivery, 
banking institutions have continued to face performance 
challenges (Sullivan and Richard, 2000). Yet different 
models and approaches are applied and aimed to ensure 
achievement of better competitive edge over the other 
competitors (Zeithaml et al., 2002; Ma and Zhao, 2012). 
Banks and other micro-financial institutions have 
introduced different technologies such as mobile banking 
(M-banking) with the hope to improve their performances 
(Malarvizhi   and  Rajeswari,  2012).  This  is  the  current 

competition aspect that every bank has introduced m-
banking services. It is expected that mobile banking is 
emerging as a key tool for bringing financial services to 
unbanked populations. Financial institution clients 
complete basic payments and remittances via the mobile 
phone, and have access to savings, credit and insurance 
products (Thulani et al., 2011; Zhengwei and Zhao, 
2012). 

In Pakistan, Easypaisa, an m-banking service, include 
bill payment, and local and international remittance, 
which recorded more than 1.5 million transactions every 
month (Asfour and Haddad, 2014). This targets the 
unbanked rural population. In Ghana, m-banking services 
are provided by mobile operators in partnership with 
banks: MTN Mobile Money; Airtel Money; and Tigo Cash 
(Zeithaml et. al., 2002). The same in Bangladesh, an m-
banking bKash, mobile wallet account, developed on a 
VISA technology platform and  fully  encrypted  to  enable 
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secure transactions (Wanyonyi and Bwisa, 2013; Saleem 
and Rashid, 2011). Customer accounts are credited with 
electronic money, as salary, loan or local remittance. The 
cash can then be moved out as electronic money to any 
of the cash-out agents (World Bank, 2009a, b). 

In Kenya, m-banking service is M-PESA, a mobile 
money transfer service launched on a pilot basis in 
October 2005 by Safaricom and Vodafone, and 
commercially launched in March 2007. The M-PESA 
stored value accounts are carefully structured so as not 
to constitute a “banking activity” under the Kenyan 
Banking Act. By simple registration process to establish 
an M-PESA account, a customer can deposit, transfer 
and withdraw cash at any of Safaricom’s many 
distribution agents, bank ATM machines, Pesapoint ATM 
machines, bank agents such as retail stores (Jepleting et 
al., 2013; Fang and Yang, 2013). Only Safaricom 
customers can register for M-PESA, but recipients of 
transfers do not need to have an M-PESA account or be 
a Safaricom subscriber. To date, the country has 
witnessed many other m-banking services such as Zap, a 
mobile commerce product by Airtel, Eazzy 247, Airtel 
Money, Orange Money, yUcash, m-kesho, m-kopa, and 
m-shwari (Bilal and Sankar, 2011). 

It is expected that this would provide the banks with 
good results. According to Bilal and Sankar (2011), 
mobile phones have created a new meaning for business 
such as Mobile Banking, wireless electronic payment, 
micro payments, wireless wallets, bill payment, mobile 
shopping and advertising. Prensky (2004) estimated that 
more than 1.5 billion mobile phones are used across the 
world and this is more than three times the number of 
personal computers used; these sophisticated phones 
have the processing power of mid-1990s personal 
computers. Technology is being used by businesses 
today to enhance growth and competitiveness (Anyasi 
and Otubu, 2009). Firms are developing new and 
innovative products to be able to maintain existing 
customers and to attract new markets (Al-Jabri, and 
Sohail, 2012). One of such mobile banking is the 
introduction of M-banking technology in the banking 
sector. M-banking has changed the way banks perform 
their operations, and this has led to the introduction of 
new products and services that are aimed at lowering 
transaction costs and reaching a larger number of 
customers (Aghion et al., 2005; Mari, 2003; Anyasi and 
Otubu, 2009; Ayo et al., 2010a). M-banking provides the 
potential of increasing efficiency of payments system and 
expanding access to formal financial services by those 
who presently lack it. At the same time, it could make 
banking more convenient and cheaper to those who 
already have bank accounts (Porteous, 2006; Aker, 
2008). 

According to Ondiege (2010), M-banking technology 
will make Kenya realize its vision of ensuring high levels 
of savings to finance overall investment needs (Kenya’s 
Vision 2030).  Through  such  technological  applications,  

 
 
 
 
banks and micro-financial institutions offer customers 
mobile access to the accounts they hold in traditional 
banks (Aghion et al., 2005). Such systems are seeing 
rapid adoption, particularly as smartphones, tablets and 
other hand-held devices become the primary means for 
people to get online (Wang and Lin, 2011). With more 
than 4 billion mobile phone subscriptions in the 
developing world today, access to a variety of financial 
services is possible through mobile devices (Aghion et 
al., 2009; Lyman et al., 2008; Saoji and Goel, 2013). This 
accessibility changes the landscape for the unbanked, as 
well as offering an alternative means of accessing 
services to those who already have a bank account. 
Many entities have turned to the mobile phone as a 
potential platform for financial service delivery to the 
“unbanked”. Unbanked refers to those people who 
operate in cash due to lack of formal bank accounts 
(Aker, 2008; Aghion et al., 2009).  

There are a broad range of financial services including 
credit, savings, investment, money transfers and 
insurance that can make a difference for the poor (FSD 
Kenya Annual Report, 2009). According to Porteous 
(2006), mobile payments (M-payments) are part of M-
banking technology. M-payments are financial 
transactions undertaken using mobile devices such as 
mobile phones and PDAs (ITU, 2008; ISSP, 2009). To 
improve productivity, many firms in Kenya have 
implemented M-payments. With M-payments, customers 
can use their mobile telecommunications devices to 
make payments for products or services, for example, 
paying for electricity bills (Ranjbarian and Fath, 2012; 
Saoji and Goel, 2013; Donovan, 2011; Ala and Ngugi, 
2013). This application saves customers the time and 
cost it would have taken to travel to the organizations to 
make payments. 

Development and the introduction of mobile banking to 
Kenya is expected to create a revolution on banking 
sector performance, especially on efficiency, 
effectiveness, relevancy and financial stability, yet many 
financial institutions are faced with tough performance 
challenges (Al-Jabir, 2012; Al-Jabri and Sohail, 2007). 
The performance of most of these financial institutions 
with regards to profitability, market share, customer 
satisfaction and sustainability and expansion among 
other performance indicators has been rated satisfactorily 
(Ayo et al., 2008). It is not clear the effects of m-banking 
model on the performance of these institutions, 
specifically in developing countries such as Kenya. 
Although in developed world like India, Peru, 
Bangladesh, Nigeria and Brazil, successful records have 
been realized (Ayo et al., 2007, 2008). As such and 
owing to the accelerated competition of financial offering 
institutions in Kenya, it is important to explore the effects 
of the model on the performance of the micro-credit 
services offering organizations in Kenya.  

However, in Kenya, how the utilization of mobile 
banking   has   contributed   to  the  performance  or  non- 



 
 
 
 
performance of these institutions is not documented (Ayo 
et al., 2010a, b). Also, not yet documented are the effects 
of mobile banking on the performance of financial service 
offering institutions in Kenya. It is against this background 
that this proposed study aims to investigate the effects of 
mobile banking on the performance of organizational 
performances in Kenya, a case of banking institutions in 
Kenya. The research questions pursued to help achieve 
the objectives included: in which ways have flexibility of 
mobile banking influenced banking performance? What 
are the effects of transaction security of mobile banking 
on performance of banking institutions? How has service 
delivery speed of mobile banking influenced banking 
institutions performance? And what is the influence of 
cost of operation of mobile banking on banking 
institutions performance? 
 
 
Significance of the study  
 
Mobile Banking plays a crucial role in both the economic 
and social welfare being of the Kenyan people. This 
study informs Kenyan Organizational Performances on 
the actual contribution of mobile banking to their 
performance or non performance with a view of 
sustaining the gains thus made and addressing any 
weakness that may be observed. Moreover, many 
financial institutions in Kenya (Equity Bank, KCB, Post 
Office and the Corporative Bank) have turned to mobile 
and branchless banking methods, such as agency 
banking in their efforts to increase their competitive 
advantage over their rivals. Mobile banking in Kenya is 
still at its early stages with a limited number of providers 
that are operational.  

This study evaluated the role played by mobile banking 
in the performance of organizations in the banking 
industry in Kenya. The target population was drawn from 
employees and customers of Organizations in the 
Banking Sector in Kenya. The study was limited to the 
effects of mobile banking in organizational performances 
with specific focus on organizations in the banking sector 
in Kenya focusing on profitability, sales, financial 
improvements and efficiency. The study reckons that 
these are not the only indicators of performance. Indeed 
many more factors contribute to the performance of 
banking sector, which includes existing legal framework, 
and political stability among other factors.  

This study sought views of the effects of M-Banking on 
organizational performances from the employees of 
organizations in the banking sector in Kenya, where 
mobile banking services are used in providing micro-
financial services to clients. 
 
 
Literature review 
 
Mobile   banking   means   electronic   banking  that  uses 
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mobile phone technology (or other wireless devices) to 
deliver electronic financial services to consumers. It has 
been taunted as a powerful new marketing consumer 
relations method for financial services companies 
(Barnes, 2003; Sinisalo, 2007). This is true because 
mobile phones make it simple to communicate with the 
target market and establish a stronger relationship as 
banks provide market compelling-needed services (World 
Bank, 2009a; Barnes, and Corbit, 2003; Batiz-Lazo and 
Woldesenbet, 2006). Also, mobile devices improve the 
quality of the service because clients can perform 
transactions at their convenience wherever and 
whenever they want it, provided there is connection. The 
study will look at the effects of mobile banking on 
performance of organizations in the banking sector. 
Related literature was reviewed. 

Mobile banking (m-banking) is a term used for 
performing banking transactions via mobile device such 
as mobile phones (Anyasi and Otubu, 2009). Tiwari and 
Buse (2006) defined mobile banking as any transaction, 
involving the transfer of ownership or rights to use goods 
and services, which is initiated and/or completed by using 
mobile access to computer- mediated networks with the 
help of an electronic device. They further indicate that 
mobile banking refers to provision and availment of bank-
related financial services with the help of mobile 
telecommunication devices. The scope of offered 
services may include facilities to conduct bank and stock 
market transactions, to administer accounts and to 
access customized information from the bank. Mobile 
banking is most often performed via short message 
services (SMS) or mobile internet, but can also be used 
by special programs called clients downloaded to the 
mobile device (Morawczynski and Miscione, 2008; 
Zhengwei and Zhao, 2012). 

The banking sector has had to adopt technological 
change to remain competitive. In search of competitive 
advantages in the technological financial service industry, 
banks have acknowledged value of differentiating 
themselves from other financial institutions through new 
service distribution channels (Jaruwachirathanakul and 
Fink, 2005; Daniel, 1999). Banks bureaucratic process of 
account opening cut out many rural poor as they could 
not qualify to own accounts. With competition, banks had 
to simplify the process and had to come up with 
innovative ways of doing so. Quite a number of banks 
have innovated various M-banking products, for example 
Equity bank M-kesho, KCB Mobibank, Family bank Pesa 
pap and more recently M-Shwari of Commercial bank of 
Africa (World Bank Report, 2009). 

For individuals in Kenya’s rural areas, mobile financial 
services provide easy accessibility to banking services 
that have previously been unavailable. The costs of the 
services are typically lower, transactions can be made 
instantly from anywhere, and customers no longer need 
to be so reliant on cash (Morawczynski and Pickens, 
2009). Increased financial inclusion  will  lead  to  Kenya’s  
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GDP growth of 3% by 2020 (primarily through increased 
entrepreneurship). This will also contribute to the creation 
of one million additional jobs (Morawczynski, 2008, 
2009).  

A number of papers have documented the impacts of 
mobile phones causing reduced price variations in 
markets. Jensen (2007), Jayawardhena and Foley 
(2000), Aker (2010) and Donner and Tellez (2008) found 
that the introduction of mobile phones reduced price 
dispersion in fish markets in India and grain markets in 
Niger, respectively. In these instances, the mobile phone 
technology has increased information flows, which has 
resulted in price reductions. In contrast, the development 
and introduction of M-pesa can be viewed as a 
"disruptive technology" (Bower and Christensen, 1995) or 
an example of "creative destruction" (Schumpeter, 1942; 
Aghion and Howitt, 1992), where M-Pesa revolutionized 
the money transfer industry. M-Pesa became the 
dominant money transfer mechanism within 2 years of its 
inception. Ethnographic work by Morawczynski (2009) 
suggests that M-Pesa's popularity has been driven by its 
speed, safety, reliability, extensive network of outlets, and 
its price relative to the alternatives. Prior to the 
introduction of M-Pesa, the cost of instantly sending 
US$100 through normal channels ranged between 
US$12 (MoneyGram) and US$20 (bank wire transfer), 
while the cost slower formal channels ranged from $3 
(bus companies) to $6 (postal money order). Compared 
to these alternatives, M-Pesa offered a significantly 
cheaper method of instantly transferring funds, where the 
cost of sending US$100 to a non-registered user by M-
pesa was approximately US$2.50 in early 2008, while the 
cost of sending to a registered user was even less 
(Safaricom, 2008).  

The dominance of M-pesa can also be observed in the 
financial statements of the competitors. Gikunju (2009) 
examines the financial statements of the Postal 
Corporation of Kenya and finds that revenues and profits 
for its PostaPay money transfer service declined rapidly 
after the introduction of M-Pesa and suggests that 
Western Union’s and MoneyGram’s profits have also 
declined over the same period. Faced with obsolescence, 
money transfer companies such as Western Union and 
MoneyGram have responded by cutting prices, even 
though they are still unable to match M-pesa's superior 
convenience (Gikunju, 2009). On average, the 
commission (defined as price to send money divided by 
the amount sent) charged for money transfers fell from 
approximately 7% in 2003 to 3% in 2010. However, we 
cannot entirely attribute this decline to the competitive 
pressures induced by the M-Pesa revolution as other 
factors such as general technological change could 
reduce transaction costs and thus reduce prices.  

Therefore, simple before-and-after comparisons of the 
price changes will not be sufficient to identify the 
competitive impact of M-Pesa on the prices of 
competitors.   For   example,   Central  Bank  Regulations  

 
 
 
 
place a maximum transaction limit of 70,000 Kshs on M-
Pesa, while the transaction limits of MoneyGram and 
Western Union transactions exceed 500,000 Kshs. Given 
these transaction limits, we would expect to see greater 
competitive pressures due to M-Pesa on transactions 
below the M-Pesa threshold of 70,000 Kshs compared to 
transactions above that threshold (Kombo and Tromp, 
2009).  

Focusing on Moneygram, we see that the prices for 
smaller transactions decreased dramatically, while those 
for large transactions remained more static. While M-
Pesa has forced money transfer companies to lower 
prices, M-Pesa has also induced these firms and other 
financial firms to improve their products and services. In 
some cases, firms have partnered with M-Pesa to offer 
an integrated service. For example, Western Union 
recently partnered with M-Pesa to offer international 
money transfers in which migrants in the diaspora can 
now send remittances to their friends and family via M-
Pesa with Western Union serving as an intermediary. 
Pesa-Point, an independent network of ATMs, allows M-
Pesa users to withdraw cash using its large network of 
ATMs. Organizational Performances in Kenya were 
initially opposed to M-Pesa and lobbied the Financial to 
regulate M-Pesa and other mobile money platforms 
under the commercial banking regulations (Njiraini and 
Anyanzwa, 2008). 

After these efforts failed, banks partnered with M-Pesa 
to offer better services to customers and in some cases 
became M-Pesa agents. There is also suggestive 
evidence that M-Pesa has increased the efficiency of the 
banking system. According to a 2009 newspaper article, 
the advent of M-Pesa has caused organizational 
performances to work hard toward speeding up the check 
clearing process, which took a minimum of three days. 
This has led to a more competitive market, which is 
necessary for an economic growth.  

This is expected to provide the compatibility of the 
mobile banking services to the customers from various 
point of access. It is expected that the clients can access 
the services such as Open System payment (OSP). 
Recently, Banks have radically converted from the 
traditional use of banking to branchless positions of 
banking. Mobile banking was categorized as the latest 
development in electronic bank services, while the bank 
customers can review: Balance inquiry, credit transfer, 
check account, SMS, payment transaction and other 
businesses according to banks instructions that are sent 
to them through mobile phones (Saleem and Rashid, 
2011). It is believed that the flexibility of mobile banking 
services is convenient to perform banking transactions in 
anytime, anywhere and easy way to use.  

A scalable mobile banking environment composed of 
banking servers, storage, software and services provides 
the increased flexibility, performance and economy the 
bank requires to support future growth. The new 
capabilities   also   expected   to    improve    the    bank’s  



 
 
 
 
applications availability and efficiency, for example, by 
reducing batch processing time for daily transactions by 
more than 85%, from over 13 h to just 70 min. 

Organizations are facing increased pressure to 
streamline their processes and trim operating costs, while 
also addressing consumer preferences, which are rapidly 
shifting from traditional brick-and-mortar banking to the 
convenience of mobile banking. Many financial 
institutions are taking a closer look at how their 
infrastructure technology can help address these issues, 
while helping them to retain more customers in today’s 
competitive financial services market. The management 
of costs of operations is believed to reduce the total 
expenses, hence improvement on financial performance 
of the institution. 

Net Interest Margin (NIM) is a measure of the 
difference between the interest income generated by 
banks and the amount of interest paid out to their 
lenders, relative to the amount of their assets. It is usually 
expressed as a percentage of what the financial 
institution earns on loans in a specific time period and 
other assets minus the interest paid on borrowed funds 
divided by the average amount of the assets on which it 
earned income in that time period (the average earning 
assets). ROE is a financial ratio that refers to how much 
profit a company earned compared to the total amount of 
shareholder equity invested or found on the balance 
sheet. ROE is what the shareholders look in return for 
their investment. 
 
 
Conceptual framework 
 
The conceptual framework for this study was based on 
the effects of mobile banking on Kenya’s economy. The 
study focused on the factors that affect profitability, 
market share, customer satisfaction, and sustainability 
and expansion in financial institutions in the banking 
sectors. The framework comprised of the internal and 
external factors that affect the performance of mobile 
banking outlets in Kenya. The dependent variable in this 
study were profitability, market share, customer 
satisfaction, and sustainability and expansion measured 
by how much mobile banking has necessitated 
performance in these areas under various circumstances; 
that is, factors that affect the day to day operations of the 
business. In this case, independent variable dimensions 
are flexibility, transaction security, service delivery speed 
and cost of operations.   

Profitability (CX) is a measure of acquisition, retention 
and efficiency of a business strategy used by an 
organization. In the case of banking institutions, 
profitability is a performance indicator measuring the 
ability of the organization to acquire, retain and efficiently 
keep on providing services and products that matches 
the needs of customers. Acquisition focuses on how an 
organization increase its customer base  by  gaining  new  
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or additional customers; Acquisition can be decomposed 
into three business challenges generation of more 
opportunities, increasing brand equity and increasing 
market share. A business needs to generate more 
opportunities through an increase in the amount of visitor 
and customer traffic so that there are additional situations 
for sales transactions. Organizations benefit from having 
a respected brand and from being highly visible and by 
creating great profitability. Mobile banking strategy is 
expected to provide more opportunities to the banks and 
ensuring generation of customer respected brands. 

At the same time, an organization needs to increase its 
brand equity which is a key objective of most companies. 
Increasing brand equity builds corporate value, and can 
influence key sales and customer measurements such as 
increasing the average value of an order, improving 
customer conversion rates and driving higher revenues. 
Moreover, it is essential to increase market share to 
ensure sustainability, growth, and pricing power. 
Improving market share typically leads to an overall 
better financial position for companies. Thus when 
organizations use m-banking approach, increased market 
share is essential for continuity.  

Efficiency focuses on doing the right activity to deliver 
the desired results at a lower cost to the organization. 
Any organization will strive to increase Return on Capital 
(ROC), which is a key measures of efficiency. Increase in 
this area typically indicates a strengthening of the 
company’s financial position (Kozak, 2005). The major 
challenge represents traditional accounting of the 
expenses associated with the customer interaction and 
decreasing the cost of operations. These expenses refer 
to those costs associated with servicing the customer 
base either before they purchase a product or after (Lee 
et al., 2007). At most organizations, the largest cost 
associated with doing business are its employees. 
Improving the productivity of this asset can go a long way 
towards improving the overall impact that employees can 
have, and in delivering a great profitability. It is important 
to understand the contribution of mobile banking towards 
driving business performance in relation to customer 
acquisition, retention and efficiency. 

A customer thinking about moving money from the 
account to somebody else's, whether it's paying a bill or 
just sending money to that account, all of those things 
have an inordinate amount of complexity. It needs to get 
to the right place, to the right account. Ability to verify the 
account the payment went to is required, owned by the 
right person, and that it was an open account (Naing et 
al., 2006; World Bank, 2009a). So there's a lot that goes 
into that, and this creates a complex environment for 
financial improvements, which says from-end-to-end, and 
make sure it got to where it needed to, when it needed to 
and be able to prove it. Unlike many other industries, 
banking institutions are undergoing increasing amounts 
of regulatory oversight. The intervening variables are 
financial legislations, education levels of  employees  and  
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Mobile Banking Dimensions 
• Flexibility 

• Transaction Security 

• Service Delivery Speed  

• Cost of Operation 

  
 
Figure 1. Conceptual framework linking variables of study. 

 
 
 
honesty, Bank rules and regulations. A schematic 
representation of conceptual framework is indicated in 
Figure 1. 

According to Aker and Mbiti (2010), there is a strong 
correlation between mobile phone coverage, the types of 
services offered, the price of such service, and firm 
performance. In markets with limited competition, profit-
maximizing firms offer more limited services at higher 
prices. Rayhan et al. (2012) in their study on mobile 
banking in Bangladesh concluded that, mobile phone 
banking offers the potential to extend low cost virtual 
bank accounts to a large number of currently un-banked 
individuals. 

From reviewed relevant literature, it has come out 
strongly from several writers like; Dew (2007), Lerner 
(2006), Iftekhar et al. (2009), Nadia et al. (2003), Nofie 
(2011), Tiwari et al. (2006), Hirtle and Stiroh (2007), 
Agboola (2006a), Malhotra and Singh (2004), Hernando 
and Nieto (2006), DeYoung (2005), DeYoung et al. 
(2007) and Acharya and Kagan (2004) that mobile 
banking have positive impact on performance indicators. 
They have agreed on the transformational effects of 
mobile banking on bank performance and operational 
efficiency. However, other scholars like; Nadia et al. 
(2003), McAndrews (2002), Nader (2011), Akram and 
Allam (2010) and Prager (2001) found out that mobile 
banking have negative effects on performance indicators.  

These mixed results and alternative views from 
different countries and writers are mainly as a result of 
lack of comprehensive analysis of multiple mobile 
banking and performance indicators. This study intends 
to take a departure from past studies and investigate 
organizational performance using mobile banking and its 
effects on performance indicators such as profitability, 
efficiency, and financial improvements (Naing et al., 
2006; Ala and Ngugi, 2013). There is also concentration 
of mobile banking-performance studied on profitability 
and mostly in developed and emerging economies 
leaving a paucity of mobile banking performance 
literature for Africa and Kenya specifically. This literature 
gap is addressed by this proposed study.  

From the foregoing review of relevant literature, it is 
evident that research in the area of mobile banking has 
been done, but not in the organizational performances 
whose services are different in the way they are provided, 
such   as  banking  institutions  in  Kenya’s  products  and 

services that are offered to clients in groups (chama) 
approach (Simpson, 2002). All the literature reviewed 
indicates that previous researchers only concentrated on 
a few variables of mobile banking while this study covers 
newly untouched variables of profitability, increasing 
sales, and financial improvements important variables 
that were omitted by previous studies (Porteus, 2006; 
Alkhatib, 2012). From survey of relevant literature, it has 
been found that there are few studies specific to Kenya 
on the link of mobile banking and performance of 
organizational performances and they omitted these 
variables proposed in this study. This study therefore fills 
these pertinent gaps in literature by studying the effects 
of mobile banking on performance indicators of micro-
financial institutions in Kenya (Allen et al., 2002; 
Subramanian et al., 2009).  
 
 
MATERIALS AND METHODS 
 
This section presents research methodology that was 
used to obtain and analyse the data collected. 
 
 
Research design 
 
A survey design was used focusing on both quantitative 
description of trends, attitudes or opinions of a population 
by studying a sample of that population.  
 
 
The study area 
 
The study area was the banking institutions in Uasin 
Gishu County, Kenya. The country has various financial 
institutions offering financial services including banks and 
non-banking financial institutions, such as insurance, 
micro-financial institutions, and housing corporations, as 
well as SACCOs.  
 
 
Target population 
 
In this study, the target population comprises of one 
manager, 100 employees and 130 customers of the 
banking institutions in Kenya.  
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Table 1. Reliability analysis. 
 

Scale Cronbach’s Alpha Number of Items 

Organizational performance 0.878 16 

Flexibility 0.946 06 

Transaction security 0.881 05 

Service delivery speed 0.859 05 

Cost of operation 0.977 05 

 
 
 
Sample size and sampling design 
 
Sample of this study was 70 participants including one 
manager, 30 employees and 39 customers. This is based 
on the recommendation by Kathuri and Pals (1996) who 
recommended a sample size of between 20 and 50 for 
case study research (Kothari, 2003, 2004; Orodho, 2003; 
Mugenda and Mugenda, 1999, 2003, 2004). A stratified 
random sampling method was used where employees 
were categorized and equal proportion representation of 
each stratum was considered for selection.  
 
 
Research instruments 
 
The instrument that was used to collect data was the 
questionnaire. The Likert scale was used because it is 
generally considered to be the most useful type of scale 
for use in a group-testing situation (Burns, 1998; 
Mugenda, 2008) and is easy to administer. The 
questionnaires were presented in the form of statements 
of a 1 to 5 Likert scale for respondents to score 
statements that describe effects of mobile banking and 
performance.   
 
 
Data collection procedure 
 
Letters of authority were written to relevant officers to 
negotiate access into individual environments and about 
the detailed modalities of conducting the research such 
as the dates and times of visits to various sites. Data 
collection was done by the researcher. This study used 
primary data collected using questionnaire forms 
distributed to sampled participants. The questionnaires 
consisted of both closed and open-ended questions. The 
questionnaire had two main sections, where section one 
dealt with demographic characteristics of the participants, 
and section two sought information on the effects mobile 
banking on performance of organizations in the banking 
industry. 
 
 
Pilot study 
 
A   pilot   study  was  conducted  in  similar  institutions  in 

Bungoma town where some other banking and micro-
financial intuitions operate. The process was repeated 
again using the same respondents after an interval of one 
week (Kothari, 2003, 2004). The results of the 
instruments were subjected to the statistical package for 
social sciences through which reliability was determined. 
The necessary adjustments to the questionnaire and the 
content of document analysis were made as a result of 
what the findings of the pilot study revealed. 
 
 
Validity and reliability of the study 
 
A re-test method assessing reliability of data involves 
administering the same instrument twice to the same 
subjects (Khan, 2008). To ascertain the reliability of the 
questionnaire, a reliability test was run. The reliability test 
used Cronbach alpha Nunnaly (1978) and Cronbach 
(1951). From the findings, the independent variables had 
the following alpha values. Flexibility of mobile 
banking=0.946, transaction security=0.881, service 
delivery speed=0.859 and cost of operation= 0.977. The 
dependent variable of the study, which was 
organizational performance, had an Alpha value of 0.878. 
In overall the Alpha value of the study was 0.863 (Table 
1).  

The content validity of the instruments was determined 
in two ways. First, the researcher discussed the items in 
the instruments colleagues. Advice given helped the 
researcher determine the validity of the research 
instruments.  
 
 
Data analysis 
 
Data was analysed using descriptive statistics. First step 
in the analysis was to classify and tabulate the 
information collected. The completed questions were 
selected and edited to ensure completeness and 
consistency. Coding of data was done to convert 
responses into measurement that could be statistically 
analysed. Descriptive statistics was used to describe data 
collected from the research. This included the mean and 
standard deviation. Measures of central tendency were 
used to determine the mean score from the group of 
scores in the study. The  mean  was  then  used  to  draw  
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Table 2. Response rate of respondents 
 

Variable Frequency Percentage (%) 

Total expected 70 100.0 

Non – response 05 14.0 

Successful response 65 86.0 

 
 
 
conclusion on the results. Measures of variability were 
also computed to show variance within population and 
this was done using standard deviation. Frequencies and 
percentages were used to describe and summarize the 
data. All these were done with the help of Statistical 
Package for social sciences (SPSS) version 25.  
 
 
Ethical considerations 

 
Permission to carry out the study authority was sought 
from the office of the banking institutions sampled for the 
survey. The nature and the rationale for the study were 
explained to the respondents by the researcher. The 
study respected the individuals’ rights and also 
safeguarded their personal integrity. In the course of this 
study, the respondents were assured of anonymity, 
confidentiality and they were also assured of their ability 
to withdraw from the study at any time if they wish to do 
so. There were no names or person 
identification numbers to reflect on the questionnaires 
except the numbering and identification of data during 
data editing.  
 
 
Delimitation of the study 
 
The purpose of this study was to evaluate the role of 
mobile banking in the banking institutions in banking 
industry in the Kenyan economy. The target population 
was banking and other financial institution’s employees 
and customers. The study was delimited by the fact that 
effects of mobile banking in the performance of financial 
institutions with specific focus on banking institutions in 
banking industry focuses on Profitability, market share, 
customer satisfaction, sustainability and expansion. The 
study reckons that these are not the only indicators of 
performance.  

Indeed many more factors contribute to the 
performance of banking sector, which includes existing 
legal framework, and political stability among other 
factors. To this end, this study targeted managers of 
respective micro institution. The study was also delimited 
by the fact that it used appropriate sample size and 
sampling methods enabling the generalization of the 
findings. This study sought views of the effects of M-
Banking on the performance of microcredit institutions 
from  the  employees  of  banking  institutions  in  banking 

industry in Uasin Gishu County, where mobile banking 
services are used in providing banking services to 
various clients. 
 
 
RESULTS AND DISCUSSION 
 
A response rate of 85.7% was achieved and good 
enough for data analysis (Table 2). According to 
Mugenda and Mugenda (2003), a response rate of 50% 
is adequate for analysis and generalization of results. 

It was also indicated that 4-6 years length of stay in 
current post was the highest reported with 36.8%. Hence, 
many senior posts have been held in the institution for 
more than four years period providing good experience 
on the way towards technological application in providing 
banking and financial services and products to the 
customers. These findings concurred with the findings of 
Asfour and Haddad (2014) and Khraim et al. (2011). 

In terms of performance, the results revealed that 
majority 33(50%) out of 65 total sampled population were 
of the opinion that products are reviewed annually, 
followed by semi-annually 13(20%). That means the 
institution reviews its products on annual basis, and this 
could be attributed to the increase and rapid changes in 
technology and customer demands (Table 3). This finding 
was supported by Kharis (2012). 

There were also findings that respondents were not 
certain whether mobile banking services are used to 
improve the access of poor Kenyans to financial services 
by increasing institutional outreach likewise, some were 
certain that mobile banking services is used to Increase 
the efficiency of the institution’s field services and provide 
the clients with more appropriate products for the 
institution, yet more than half of the respondents were of 
the opinion that mobile banking services is used to 
enhance the operational and financial sustainability of the 
institution. Finally, half of the respondents were of the 
opinion that mobile banking services are used to launch a 
full savings scheme for clients of the institution. These 
findings do not concur with the findings of Nadia et al. 
(2003), McAndrews (2002), Nader (2011), Akram and 
Allam (2010) and Prager (2001) who found out that 
mobile banking have negative effects on banking 
performance indicators.  

The findings still indicated that there were opinions that 
the objects of the m-banking services increases the 
service hours available to meet clients’ savings  and  loan  
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Table 3. Demographic characteristics of respondents 
 

Variable Frequency Percentage (%) 

Gender   

Male  28 43.0 

Female  37 57.0 

Age bracket   

18-24 17 21.2 

25-34 29 44.6 

35-44 08 12.3 

45-54 07 10.8 

55-Above 06 09.2 

Highest education level   

Certificate 14 21.5 

Diploma/Higher Diploma 23 35.4 

Bachelors Degree 20 30.8 

Masters Degree 03 04.6 

Doctorate Degree 05 07.7 

Respondents position held   

Top Management 01 01.6 

Middle Level 08 12.3 

Operational Level 20 30.8 

Others (Customers) 36 55.4 

Duration in the post   

Recently appointed 03 04.6 

Less than 1 year 15 23.1 

1-3 years 14 21.5 

4-6 years 24 36.9 

6-above years 09 13.9 

Total (N) 65 100.0 

 
 
 
needs; majority of the sampled respondents 44(68.0%) 
agreed that the objective of mobile banking is to enable 
the institution to offer enhanced client services, including 
payment systems, such as mobile banking and ATM 
access; majority of the participants agreed that the m-
banking makes it possible to roll out new banking and 
loan products more quickly and majority of respondents 
agreed that M-banking objective is to increase 
transaction-based income realized by the institution. This 
implies that majority of the respondents were of the 
opinion that the product market success has been to less 
extent, meaning that there is little success while at the 
same time, the opinion that the financial performance has 
improved as a result of using mobile banking services.  
This is an indication that mobile banking service skills are 
applied on a weekly basis by the customers of this 
institution. The majority 46(70.0%) of the sampled 
respondents approved the performance of this 
organization as it meets expectation. This is confirmed by 
the historical information in the annual reports where 
growth performance has been achieved in terms of 
customer increased usage of m-banking and expansion 
to new regions. This implies that the  performance  of  the 

case organization is essentially a concern of the financial 
drivers, such as expansion and sustainability, market 
share, and customer satisfaction hence the reason for 
least scores for profitability outcomes. The mean scores 
for each indicator ranged from 2.0015 (SD = .00145) to 
2.23457 (SD = .10897) as shown in Table 4. Profitability 
outcomes had the highest mean scores, while 
organizational performance had the lowest mean and 
standard deviation scores. Overall, the item mean for 
organizational performance was 2.0015 (SD = .00145), 
which was within the lowest average level. These results 
agree with the findings of Fang and Yang (2013). 

There was also a feeling and an opinion that m-banking 
services are flexible and comfortable to use which can 
have effects performance of the institution as customer’s 
desire for its comfort and flexibility. The findings from the 
results indicate that as the monthly value moved through 
mobile banking increases, the profitability of the financial 
institutions increase. The study found out that mobile 
banking, to a larger extent, have effects on the financial 
performance of organizational performances in that it 
helps increased flexibility of services, increased 
transaction security, improve on speed of service delivery 
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Table 4. Overall mean scores on organizational performance and its indicators. 
 

Variable N Mean Std. Dev 

Financial Performance 65 2.0015 .00145 

Expansion and Sustainability 65 2.0123 .13213 

Profitability Outcomes 65 2.3457 .10897 

Market Share 65 2.1142 .10023 

Customer Satisfaction 65 2.0172 .00182 

 
 
 

Table 5. Frequency distribution of flexibility of mobile banking service to customers 
 

Opinion Frequency Percentage (%)  

Valid Very flexible and comfortable 40 61.5  

 Just flexible and comfortable 17 26.2  

 Not flexible and comfortable 08 12.3  

 Total 65 100.0 100.0 

 
 
 
and reduce unnecessary cost, increased efficiency and 
improves on service delivery to customers in general. 
This disagrees with the findings of Nadia et al. (2003), 
McAndrews (2002), Nader (2011), Akram and Allam 
(2010) and Prager (2001) who found a negative effect of 
mobile banking on banking performances. 

The studied institutions have proved to record 
increasing number of clients in as a result of increased 
market share, customer satisfaction and expansion, 
which can be attributed to flexibility, speed security and 
fair cost of operation. These findings show that 
customers are appreciating and embracing mobile 
banking services. This could be attributed to the 
advantages offered by mobile banking, which include 
convenience and flexibility. The findings from empirical 
studies on whether mobile banking influence 
performance showed that there were mixed results based 
on the operating environment and the level of adoption 
(Nadia et al., 2003; McAndrews, 2002; Nader, 2011; 
Akram and Alla, 2010; Prager, 2001). The findings of this 
study confirms that there is a high level of adoption of 
mobile banking technology in the banking sector as it 
influences performance of organizations. 

The findings of the study have proved that the effects of 
mobile banking on performance are positive. These 
findings were both supported by the frequencies of the 
responses from the respondents, which were presented 
in the form of percentages and mean scores. Among the 
performance indicators; market share, customer 
satisfaction, expansion and sustainability had the highest 
positive effects. These findings agree with the findings of 
Kharis (2012). 

The first objective of the study was to determine the 
effects of mobile banking service flexibility on 
performance of banking institutions in Kenya. The 
findings   revealed   that   flexibility   of   mobile    banking 

services have a positive influence on the profitability of 
the financial organizations under study. This findings are 
supported by the fact that it was proved with majority who 
agreed that m-banking services are flexible and 
comfortable to use. This means that the effects are not by 
chance. Financial institutions have been using mobile 
banking to grow their businesses and subsequently their 
profitability owing to the fact the growing number of 
customers due to this flexibility.  

It was found that to a greater extent, mobile banking 
has effects on the institutional loan disbursement 
notification services, simple to use, structured properly, 
requires minimum of information to be accessed by the 
customer and employees; the ATM card expiry 
notification are simple to understand by individual 
customers; deposit making process is simple to follow 
and customer friendly; ease for users to enquire loan 
balances using mobile banking services; loan payment 
enabled enhances the process customer access to 
banking mobile banking services and ability to deposit 
money into clients’ accounts whenever they desire to do 
so. These findings concur with the findings of Jepleting et 
al. (2013) that customer service improvements are 
positively and significantly influenced by mobile banking 
(Tables 5 and 6). 

The second objective of the study sought for finding out 
how transactional security affects performance of banking 
institutions in Kenya. Results revealed that mobile 
banking had positive influence on performance of the 
organizational performances, especially in relation to 
customer satisfaction. This means that mobile banking is 
good at skimming out customer loyalty, increasing market 
share and expansion, which all contribute to the improved 
sales and hence profitability. These results disagree with 
the findings of Dew (2007), Lerner (2006), Iftekhar et al. 
(2009), Nadia et al. (2003), Nofie (2011), Hirtle and Stiroh  
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Table 6. Influence of M-Banking flexibility on performance indicators. 
 

Statement  GE ME LE VGE Total 

The institutional loan disbursement notification 
services are simple to use, structured properly, 
requires minimum of information to be accessed 
by the customer and employees 

f(%) 04(06.2) 07(10.8) 03(04.6) 51(78.5) 65(100.0) 

       

The ATM card expiry notifications are simple to 
understand by individual customers 

f(%) 03(04.6) 07(10.8) 02(03.1) 53(81.5) 65(100.0) 

       

The deposit making process is simple to follow and 
customer friendly 

f(%) 04(06.2) 07(10.8) 12(18.5) 42(64.6) 65(100.0) 

       

It is easy for users to enquire loan balances using 
mobile banking services  

f(%) 03(04.6) 08(12.3) 02(03.1) 53(81.5) 65(100.0) 

       

The loan payment enabled enhances the process 
customer access to banking mobile banking 
services 

f(%) 03(04.6) 06(09.2) 10(15.4) 46(70.8) 65(100.0) 

       

Clients are able to deposit money into their 
accounts whenever the desire to do so 

f(%) 14(21.5) 10(15.4) 07(10.8) 34(52.3) 65(100.0) 

 

GE, Great Extent; ME, Moderate Extent; LE, Less Extent; VGE, Very Great Extent 

 
 
 
Table 7. Influence of transaction security on organizational performance. 
 

Statement  GE ME LE VGE Total 

Pin-information is secure and not accessible by any third 
parties  

f(%) 18(27.7) 07(10.8) 05(07.7) 35(53.9) 65(100.0) 

       

The information exchanged between the customers’s 
Computer and the bank over the mobile device is secure 
and cannot be accessed by any third party 

f(%) 21(32.3) 07(10.8) 08(12.3) 29(44.6) 65(100.0) 

       

The customer password, account details and other sensitive 
information are protected during the transmission over the 
mobile devices 

f(%) 22(33.9) 07(10.8) 09(13.9) 27(41.5) 65(100.0) 

       

The institution has secure system for authenticated and 
encrypted communication between customers' computers 
and servers 

f(%) 25(38.5) 02(03.1) 05(07.8) 33(50.8) 65(100.0) 

       

Mobile banking system provides firewall that prevents  

unauthorized access to the Bank's servers 
f(%) 40(61.5) 03(04.6) 05(07.8) 17(26.2) 65(100.0) 

 

GE, Great Extent; ME, Moderate Extent; LE, Less Extent; VGE, Very Great Extent 

 
 
 
(2007), Agboola (2006b), Malhotra and Singh (2004), 
Hernando and Nieto (2006), DeYoung (2005) and 
Acharya and Kagan (2004) (Table 7). 

The third objective of the study was to determine how 
service delivery speed has influenced organizational 
performance in banking institutions in Kenya. The results 
showed that mobile banking have a greater level of 
extent of influence on performance. The findings showed 
that the percentage of variations in performance is 
explained by mobile banking. Majority of the  respondents 

agreed that mobile banking had a positive influence of 
organizational performance. The organizational 
performances have been improving on their profitability, 
customer satisfaction, market share and expansion 
through adoption of mobile technology like mobile 
banking. These results are in agreement with the findings 
of Jensen (2007), Morawczynski (2009), Gikunju (2009) 
and Aker (2010) who found out that mobile phone 
technology has increased information flows, which has 
resulted in price reductions. Their findings  also  indicated  
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Table 8. Influence of service delivery speed on banking performance. 
 

Statement  GE ME LE VGE Total 

The m-services provide functions that help customers find 
what they need without difficulty, allowing the customer to 
maneuver easily and quickly back and forth 

f(%) 15(23.1) 00(00.0) 08(12.3) 42(64.6) 65(100.0) 

       

The institution is quick to respond to customer queries and 
is able to help if there is a problem or question instantly 
without delays 

f(%) 14(21.5) 03(04.6) 08(12.3) 40(61.5) 65(100.0) 

       

The institution provides the correct technical functioning of 
the services and the accuracy of service promises 
(delivering when promised) and product information 

f(%) 16(24.6) 00(00.0) 07(10.8) 42(64.6) 65(100.0) 

       

The customers are able to get to the services on line or 
through their mobile phones quickly and to reach the 
institution when needed 

f(%) 08(12.3) 02(03.1) 08(12.3) 49(74.4) 65(100.0) 

       

Allowing institution to respond quickly to the specific needs 
of consumers and businesses 

f(%) 20(30.8) 00(00.00) 06(09.2) 39(60.0) 65(100.0) 

 

GE, Great Extent; ME, Moderate Extent; LE, Less Extent; VGE, Very Great Extent 
 
 
 
Table 9. Influence of cost of production dimension on organizational performance 
 

Statement  GE ME LE VGE Total 

Mobile banking reasonably reduces the cost of rendering 
services to customer  

f(%) 15(23.1) 05(07.7) 13(20.0) 32(49.2) 65(100.0) 

       

Transaction is efficient and Saves a lot transaction cost f(%) 20(30.8) 07(10.8) 06(09.2) 32(49.2) 65(100.0) 

It has lower transaction fees through speedy transfer  f(%) 18(27.7) 07(10.8) 10(15.4) 30(46.2) 65(100.0) 
       

It allows easy access to transaction data both recent and 
historical 

f(%) 23(35.4) 06(09.2) 05(07.7) 31(47.7) 65(100.0) 

       

This has enabled improved provision of services to clients at 
competitive standards quality 

f(%) 19(29.2) 07(10.8) 08(12.3) 31(47.7) 65(100.0) 

 

GE, Great Extent; ME, Moderate Extent; LE, Less Extent; VGE, Very Great Extent 
 
 
 

that mobile banking is preferred because of its speed, 
safety, reliability, extensive network of outlets, and its 
price relative to the alternatives (Table 8). 

The fourth and the last objective sought to determine 
the influence of cost of operation on improved financial 
improvements of financial services in banking institutions 
in Kenya. Findings on the influence of mobile banking on 
customer deposits mobilization showed that variations in 
customer deposits can be explained by mobile banking. 
This meant that mobile banking have a positive influence 
on financial performance of organizational performances. 
These institutions use various mobile banking delivery 
channels to recruit customers who deposit their savings, 
apply for loans, make loan payments, and ask for mini 
statements. The mobile banking delivery channels that 
are used when recruiting bank customers are mobile 
banking, internet banking, credit cards, automated tellers 
machines and more recently the agency banking. These 
findings concur with the findings of Rayhan  et  al.  (2012) 

that mobile phone banking offers the potential to extend 
low cost virtual bank accounts to a large number of 
currently un-banked individuals. They argued that this 
offers customers an enhanced range of services at a low 
cost (Table 9). 
 
 
Conclusions 
 
From the above findings, the study concludes that there 
is a significant positive relationship between mobile 
banking and financial performance of organizational 
performances. This could be attributed to the trends 
recorded in the two variables where the number of users 
and mobile users maintained a positive growth rate which 
affected the financial performance of the organizational 
performances. It also concludes that mobile banking 
influence financial performance of organizational 
performances positively.  



 
 
 
 

The adoption of mobile banking by organizational 
performances has a high potential of improving financial 
performance and hence better returns to the 
shareholders. The versatility of mobile banking has made 
their adoption rate to be high among both the 
organizational performances and their customers. It could 
have been challenging if the adoption was only with 
either the banks or the customers. The institutions have 
continued to perform well even when other sectors of the 
economy show lagged performance. This can be 
explained by the use of mobile banking, which have 
enabled them to start making income away from 
traditional sources like interest, trade and asset financing. 
The institutions have been able to make more 
commission income from transactions done on mobile 
strategy like mobile phones, internet, credit cards and 
point of sale terminals. 

The results of this study revealed that the level of 
financial performance increased (profitability, market 
share, customer satisfaction, expansion and 
sustainability) the general performance. From the results 
of mobile banking (flexibility, transaction security, service 
delivery speed and cost of operation) that led to 
increased sales and a good financial position, tentatively, 
mobile banking have been discovered to have positively 
and significantly influenced financial performance under 
this study. 

 
 
Recommendations 

 
Based on the above conclusions, the study recommends 
the following: that more mobile banking should be 
popularized and used to diversify on the alternative 
traditional modes of banking, such as on the hall 
services. This is because the above modes of the service 
delivery proved to be quick, reliable and convenient, 
which makes it a marketing tool that is of benefit in 
attracting and retaining customers. The later modes 
unlike the former traditional banking are available and 
provide the benefits of added customer service, reducing 
remittance processing costs and improving cash flow 
through faster debtor turnover.  

That the institutions should endeavor to offer clients 
sales contracts especially those who prefer the mobile 
banking mode clearly stipulating the payment schedules. 
These sales contracts should be signed by the buyer of 
the goods who also indicates his/her point of contact and 
location. This will reduce on the risks which arise on the 
act of only signing the delivery.  

It is also recommended that policy makers in the micro-
financial sector consider mobile banking in their 
formulation of policies because of the technological 
developments and the expected switch from physical 
branch networks to technologically supported banking 
services. This is because there is a significant 
relationship   between   mobile   banking    and    financial  
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performance of organizational performances, the impact 
could be pronounced if much change is recorded in 
technological developments and more customers adopt 
mobile banking services. However, the relationship may 
not be direct but an indirect one resulting from the 
convenience that the mobile banking services offers to 
commercial banks. 
Mobile banking is being used to improve financial 

operations in organizational performances. The 
institutions have put in place measures to become more 
competitive by training its staff, investing in research and 
development of technology. In the long run, mobile 
banking will keep increasing on its impacts on the 
profitability of organizational performances as it creates 
flexibility, speed of service delivery, security of 
transactions and cost of business operations. The study 
further recommends that organizational performances 
keep adopting and using mobile banking in their 
operations because the number of people with access to 
a mobile hand set is increasing every day. In addition, the 
convergence of mobile phones and organizational 
performances has revolutionized the banking operations.  
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