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Abstract

This thesis argues that there are several factors influencing adoption rates and success of mobile
payment solutions in developing markets. Thus, a successful implementation of the service may lead
to the multiple spillover effects identified in the study. To fit the scope of this study, a case country
and company will be utilised to analyse mobile payments through an International Business
perspective. To understand the underlying conditions affecting adoption rates this study will take a
qualitative approach to determine why mobile payment services has experienced such immense
growth and success in Africa. Data was collected using semi-structured interviews with
representatives from World Bank, Gates Foundation, and UN organisation Better Than Cash,
amongst others. The Technology Acceptance Model and Technology Life Cycle Model will be used
to assess adoption rate, whereas development economics is applied determine potential spillover
effects. The results showed several reasons for the fast adoption rate. First, the high mobile
penetration rate in Kenya. The digital infrastructure was already there, so all Safaricom had to do
was provide the service. Second, the proportion of unbanked Kenyans. Inhabitants were desperate
for a better solution to bearing cash, which is why mobile money committed to efficient, secure and
convenient transfers. Third, the regulative environment in Kenya accommodated entrepreneurial
spirit and innovation. When allowing for technology to flourish, Safaricom were able to
continuously develop their service to meet the need of consumers. Female empowerment, a higher
financial inclusion rate and increased efficiency and security has been identified as the most

important spillover effects.

Keywords: Financial Inclusion, Technological Development, Mobile Payments, Mobile Money,
Technological Adoption, Spillover Effects, M-PESA, Kenya.
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Abbreviation List

P2P = Peer to Peer

B2B = Business to Business

P2G = Person to Government

Ksh = Kenyan Shillings

USD = US Dollars

RQ = Research Question

FinTech = Financial Technology

SDG = Sustainable Development Goals
UN = United Nations

FDI = Foreign Direct Investments

UNDP = United Nations Development Programme
UN = United Nations

PU = Perceived Usefulness

PEOU = Perceived Ease of Use

ItU = Intention to Use

TRA = Theory of Reasoned Action
TALC = Technology Adoption Life Cycle
TAM = Technology Acceptance Model
DRC = Democratic Republic of Congo

CBK = Central Bank of Kenya
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1. Introduction

“We are about to enter a new phase of money. The future of money ts programmable. When
we combine soflware and currency, money becomes more than just a static unit of value, and we

do not have to rely on institutions for security.” (Neha Narula, 2016)

1.1 The History

The path from cash to mobile payments has at times been long and winding. From cash to cheques
and the introduction of branch baking, the banking industry has seen an incremental evolution.
ATM’s or «cash dispensers» as they were called, were introduced in the late 1960s and marked the
first revolutionary change in the financial industry (Railton, 1985; Barclays, 2017). From here on,
the transformation of the banking sector has been driven forward by innovation. After the
introduction of online banking customers could transact using their computer at home, which
allowed for convenience and efficiency. With technological advances the online banking became
mobile and is now something most banks offers smartphone users. This grants customers even
greater accessibility, as it does no longer involve a computer but rather simply the phone you carry
in your pocket everyday (Moser, 2015). The last, substantial disruptive technology to alter the
banking industry is mobile money. It provides much of the same features as mobile banking,
however, it does not require a smartphone with an app-function nor does it require an official bank
account. Mobile money includes mobile banking but it goes a greater length to include those who

are not smartphone or bank account owners (Lashitew, Van Tulder & Liasse, 2019). Even though
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the banking industry has experienced a heavy technological transformation during the last decades

it does not mean that the different alternatives are mutually exclusive - currently, they all coexist.

Though most developed countries have followed incremental steps when it comes to the
advancement of the banking industry, evidence shows that this is not always the case for developing
ones. In Africa, mobile money has opened endless opportunities for inhabitants who previously only
could dream of opening a bank account. Africans now pay their bills, rent, school fees as well as
transfers funds between relatives only by using their mobile phone (Lashitew et al., 2019; World
Bank, 2017a). Traditionally, urban inhabitants sent cash via bus drivers who delivered them to their
relatives located in the rural areas. This was not only time consuming (approximately 3 days) but

also risky. There was no way of checking how much of the money arrived, or if it arrived at all.

1.2 Current State

Digital and mobile payments are on a rise and are currently being labeled as one of the most
important tools to ensure financial inclusion for all. Furthermore, Demirgiic-Kunt et al., (2018) has
identified financial inclusion as one of the most powerful tools to eradicate poverty. This establishes
the cornerstone for this thesis and the cause and effect relationship between financial inclusion and

poverty.

Dan Schulman, current CEO of PayPal declared that democratising financial services to improve
people and businesses financial health will be the most important yet challenging opportunity in our
lifetime (Centre for Financial Services Innovation, 2018). Globally, only 69 percent of all adults have
some kind of account ownership. That leaves 1.7 billion people unbanked. ‘Unbanked’ is defined as
being financially excluded, having no account with an official financial institution or access to
mobile payment solutions. Naturally, the unbanked are mainly positioned in developing countries, as
bank ownership is more or less universal in developed economies (Demirgiic-Kunt, Asli, Klapper,
Singer, Ansar & Hess, 2018). Moreover, for people in developed markets, mobile payment solutions

1s considered a convenience. In developing ones, however, it is an advancement set to drastically
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improve inhabitants life. Mobile money in developing economies is an inclusive innovation, as it
widely enhance the living standard by offering a convenient and secure alternative to previously
unbanked populations (Kaplinski, 2011; Pansera & Owen, 2018; Bansal, Bruno, Denecker,
Goparaju & Niederkorn, 2018. This form of ‘branchless banking’ is particularly interesting in terms
of developing countries and its advancement. Out of the 1.7 billion unbanked globally, 1.1 billion
of these have a mobile phone. Knowing this, digital finance appears as a natural step towards a

more inclusive, equal world (Demirgiig-Kunt et al., 2018).

The World Bank Findex report finds that the emergence of financial technology as a tool to increase
financial inclusion has proven most valuable in the Sub-Saharan countries, which accounts for the
largest adoption of any region in the world (Demirgtic-Kunt et al., 2018). This thesis will explore
how mobile payments can work as an economic accelerator in developing countries with particular

emphasis on Sub-Sahara.

1.3 What is Mobile Payment Solutions?

Mobile payments is a phenomenon placed under the umbrella term «digital payments». Though
there is not one single, acknowledged definition for digital payments, the term essentially entails
transactions from one part to another utilising electronic or digital channels for completing the
transfers. The «paper versus non-paper» is one way to look at digital payment solutions. For
instance, cash and checks are paper based payment instruments and are often associated with
uncertainty. Digital payments, using this rationale, are the remaining instruments. This includes

cards, direct debits, digital wallets and mobile solutions amongst others (Better Than Cash, 2019a).

Mobile payment solutions is simply the transfer of funds using a mobile device (De Bel & Gaza,
2011). The introduction of mobile money has enabled people to easily transfer and receive smaller
amounts of money. As a consequence of this these micropayments have contributed to create new
opportunities, especially in developing economies. For instance, in Kenya and Nigeria low-cost

private school Bridge International are mainly receiving their school fees and paying teachers via
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mobile money (World Bank, 2016). This has proven as a cost-efficient business model. McKinsey
researchers identify two potential purposes of mobile payment solutions: it can be a mean to
increase financial inclusion and a profitable business opportunity in previously unexplored markets

with immense potential. (Bansal et al., 2018)

Several advantages has been recognised for digital payments as opposed to cash-based societies.
Firstly, due to the speed and efficiency of the transaction it is a cost saving option. Though digital
instrument providers may charge fees, these are relatively small compared to the transaction costs of
bearing cash. In Niger, inhabitants reduced travel times with 40 minutes daily after switching to
mobile payments. This 1s due to the large distances to cash-out points, which are now replaced with
the requirement of only having to carry a mobile phone (Demirgtic-Kunt et al., 2018). Secondly; it 1s
more transparent and secure which has in many areas induced lower corruption and theft rates. For
instance, the Afghan government developed a digital solution to pay the police through their phones
instead of cash. Afghan police officers believed they had received a salary increase, when in reality
they had only just received their actual, full pay. The system uncovered ‘ghost” workers who had
received unwarranted pay for decades, which in reality was merely corrupt police officials scamming
the system (Blumenstock, Callen, Ghani & Koepke, 2015; Better Than Cash, 2019b). Thirdly, it
makes financial services more accessible and easy to use. Inhabitants who previously have not been

able to travel over larger distances or seen the importance of having a bank account are now able to

be financially included (Better Than Cash, 2019b).

1.4 Research Question and Objectives

World Bank president Jim Yong Kim opened the World Bank/IMF annual meeting with a bold
declaration: Universal access to financial services is within reach (Burns, 2018). Mobile payment
solutions has been widely recognised as one of the most important tools to achieve this (Demirgiig-
Kunt et al., 2018). As mobile payments appears to be an instrument of colossal significance, we find
it highly relevant for it to be the focal point of our research. Consequently, this thesis will be a

qualitative study on the adoption of mobile payment solutions and its impact on developing
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countries. A more elaborate delimitation can be found in the methodology section. The research

question this study will pursue to answer is as following:

e

The Case of Financial Inclusion: What can
developing countries learn from the mobile
money success in Kenya, and what spillover
effects can this lead to?

)

To be able to efficiently and precisely answer our research question, we have found it helpful to

establish some research objectives that will provide us with specific directions throughout the

analysis.

1. Assess the rate of adaptation of mobile money services

2. Assess differences between gender, location and age

3. Assess risks and concerns with utilising mobile payments in developing economies

These were identified after determining our research question. We acknowledged that appropriate
research objectives have to organise the study, narrow it down and function as a summary of what
the study is set to achieve. The first objective will explore the underlying reasons for success and
mobile adaptation, as this i1s crucial to later understand the impacts mobile payments may have.
Then it will assess demographic differences within the case country and try to identify patterns. The

third and last objective will investigate risks and concerns regarding mobile payments and will be
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vital when discussing the future challenges and opportunities mobile payments face in developing
markets. Moreover, this will provide some insights into why some may be lagging behind in terms of

adopting to the technology.

1.5 Case Country Profile

Due to the scope and feasibility of our study, it was natural to choose a case country for our
research. In order to establish determinants for adoption and potential spillover effects, we will focus
on one specific country and its development path to obtain an in-depth understanding of the
subject, before discussing this in the wider context of developing markets. The following section
provides a glimpse over the situation in Kenya and a basic country profile. We believe this is needed
to later understand the results and analysis section, as most interviewees had experience in the

market and some of their statements may require elementary knowledge about the country.

1.5.1 Economic Situation

Kenya is located in the eastern Sub-Saharan area of Africa and despite the natural challenges
associated with being a developing country, it has emerged as one of the frontier economies in
Africa. World Bank now considered it the financial, economical and transportation hub of East
Africa with a real GDP growth of 5 percent the last decade. Kenya has experienced a steep
increase in GDP per capita, which is depicted in the graph on the next page. Even though the GDP
per capita has more than doubled since year 2000, from 404 USD to 1595 USD in 2017, and the
poverty rates have declined with eight percent points from 2006 to 2016, Kenya faces challenges
with their limited ability to significantly reduce inequality and poverty. They also have wide
disparities in opportunities and outcomes between gender, regions and the growing youth

population (Demirgiic-Kunt et al., 2018; The World Bank, 2019b).

Page 12 of 138



CIA reports Valeinusp GDP per Capita in Kenya 2000-2017
1800

that Kenya has

1600

a growing
1400

entrepreneurial
1200

middle class as
1000

well as a steady

growth, but that
the economic
development 4
has been 0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

harmed by Year
FIGURE 1: GDP PER CAPITA
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weak governance. Agriculture contributes to approximately one-

third of the country’s GDP and 1is therefore considered the

backbone of Kenyan economy. Roughly 73 percent of the population lives in rural areas and works
at minimum part-time in the sector (D’Alessandro, Caballero, Lichte & Simpkin, 2015; CIA, 2018).
To achieve the growth development goals set by the Government of Kenya, the future performance
of the agriculture sector will be important to achieve the targets set for a significant acceleration in

agricultural growth.

1.5.2 Process for Development

Kenya’s key development challenges include climate change, inequality, poverty and the economy’s
vulnerability to internal and external shocks. This is evident in developing economies throughout;
they have had considerable economic challenges that have continued to hinder trade expansion.
The lack of financial solutions including credit facilities and access to financial services are the
major problems experienced by the underdeveloped. World Bank (2019¢) has put up incentives to

further enhance development in Kenya and proposed significant structural, political and economic
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reforms to drive social development, political prosperity and economic growth over the past decade.
They predicts a growth in the gross domestic product (GDP) at respectively 5.8 percent in 2019, and
6 percent in 2020 (World Bank, 2019c). This hinges on growth in the private sector credit (the
financial resources financial corporations provide to the private sector), the recovery of agriculture
after severe droughts, easing of political uncertainty, global oil prices and management of public

expenditure and debt.

In addition to fostering economic development, the government has established a long-term
development plan called «Vision 2030», where it outlined the «big four» priorities, which are
universal healthcare, food security, affordable housing and manufacturing, respectively (Vision 2030,
2019). More broadly, the plan aims to transform the country's agriculture from subsistence, to a
more commercially oriented and competitive sector that can «meet the country’s food needs,
expand exports and become a key engine for forward growth» (D’Alessandro, Caballero, Lichte &
Simpkin, 2015). The strategy is set to meet the government’s economic growth target of 10 percent
per annum. Vision 2030 is formulated in consultation with the government, consultants
countrywide, civil society organisations and the private sector and is centred around three focal

points.

First, improvement of the economy’s competitiveness and sustainability to main rapid growth over a
decade. Second, ensure all groups a share in advanced prosperity and help the vulnerable to fulfil
their potential. The third and final is to build equity centred on devolution to ensure an effective
transfer of resources to all people in all areas. Logistics and infrastructure are considered as decisive
factors to achieve the set of goals, and the World Bank Group are engaging to increase productivity
and 1improve business competitiveness through innovative financing and knowledge work

(Demirgtic-Kunt et al., 2018).
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1.5.3 Demography

Kenya is the world’s 27th most populous country with its 52.2 million inhabitants (KNBS, 2019). 27
percent of these inhabitants reside in the urban areas, and the urbanisation rate of change is
annually at 4.23 percent estimated on numbers from 2018 (World Bank, 2019d). The country has
experienced an extensive population growth since the mid-20th century. This is a result of a high
birth rate in combination with a declining mortality rate. Over 40 percent of the population are
under the age of fifteen, this is mainly because of highly sustained fertility rates, early marriages and
childbearing, as well as an unmet need for family planning. 21 percent of the inhabitants are
illiterate, which 1is expected to decrease over the coming years as estimated proportion of completed
education will prosper (World Bank, 2019e). World Bank states that Kenya has the potential to be
one of Africa’s “success stories” as a result of its dynamic private sector, growing youthful
population and skilled workforce. Kenya has near universal primary school enrolment as this is a

free service and later years shows narrowed gender gaps in education (World Bank, 2019b).

1.5.4 Payment Market

The payment market in Kenya is diverse and FSD Kenya (2019) asserts that 82.9 percent of all
Kenyans are now financially included. Mainly, this takes place utilising mobile money platforms
which accounts for 79 percent. In 2007, FSD Kenya described the card transactional infrastructure
as still in its infancy, however, in urban areas like Nairobi card solutions are now widely employed
(FSD Kenya, 2007). Traditional bank accounts and mobile bank accounts has experienced growth
and today makes up for 26 percent and 30 percent, respectively. Apart from this, some financial
activity occurs through the National Hospital Insurance fund (8 percent), but this fraction is
considerably smaller than the other options and will, therefore, not be discussed further. Previously,

the economy was mainly characterised by its use of cash (FSD Kenya, 2019).

Kenya has committed to facilitating electronic payments and implementing digital services in order

to move to a ‘cash-light” economy (GSMA, 2017). In Kenya, payments and government services has
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traditionally been largely manual and paid for through government-appointed banks or in cash.
Before digitising the services, the government fund collection was highly burdened by inefficiencies,
pilferage and poor service quality. By promoting digital payments, the government's motivation and
objective was to improve efficiency, accountability and transparency in public sector transactions

and stop revenue leakages (GSMA, 2017).

The digitising of government payments in Kenya has increased accountability and transparency;,
and also the traceability of funds collected by the government. According to GSMAs report on P2G
payments from 2017 digitising of payments has allowed government agencies to improve financial
planning by understanding how each service contributes to the overall budget and minimise fraud as
well as ensure better coordination and faster implementation between ministries, regulators and
payment providers. However, the report states that the P2G services have not fully met the potential
to reach the underserved, specifically the gaps based on gender, employment type and education
level. It suggests that this is a reflection of the fact that government services are skewed towards the
population that is male, urban and educated because of the user interface. Additionally, it
recommend that it could be solved and then allow a fully uptake on P2G payments through
innovation of easy-to-navigate mobile application software, a greater access to smartphones and a

better integration into the service process (GSMA, 2017).

With the introduction of mobile money, Kenya leapfrogged directly from cash payments to mobile
payments and skipped the bank process entirely (Respondent I, 3). This could result in both
economic security and efficiency for the Kenyan inhabitants, as well as function as a model for

adoption for other developing countries.
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1.6 Case Company Profile

As Kenya 1s our case country, we found it natural to choose M-PESA as our case company for the
study. This is due to several reasons. Firstly, it is by far the largest provider of mobile payment
services is Kenya. It accounts for 65 percent of the market share and is practically operating with a
monopolistic position. However, this dominance is actually a steep decrease from 72 percent just one
year earlier, in September 2017 (Communications Authority of Kenya, 2018; Njanja, 2018;
Anyanzwa, 2018). Though this implies a boost in the competitive environment, Safaricom’s M-
PESA still performs as second to none in the Kenyan market. Secondly, M-PESA was discussed at
such an extent during all our interviews that it would be impossible for us to neglect. Therefore, we
believe it is necessary to understand the true role of M-PESA in Kenya as well as its way of

operating in order to make sense of all information gathered from the interviews.

In 2000, Vodafone’s CEO Michael Joseph teamed up with the Department of Development in the
UK, joining forces on a new project that would develop financial services for the unbanked. Eager
to foster innovation that could turn out beneficial for the poorer part of the population, Joseph was
set on producing something that no-one has ever done before in Kenya. Their original idea of
making a micro-finance institution resulted in a discovery of what was really Kenya’s biggest
financial issue. Those who received loans had to travel for days in order to deliver these to family
members located in the rural areas. At this point, Vodafone abandoned their original plan in order
to focus fully on mobile phone transfers for everyone. This was the start of M-PESA. “M” is the
abbreviation for mobile while “pesa” is the Swahili word for money (Chuhan-Pole & Angwafo,
2011; Vodafone, 2017). It was launched in 2007, and provided unbanked people with an
opportunity to easily receive and transfer money in a secure way (Vodafone, 2017; McGath, 2018).
By the end of their first year, they had managed to get 1.2 million users signed up. Their success has
only spiralled since then and during their 10 year anniversary two years ago, it was revealed that M-
PESA at the time accommodated over 30 million customers in over 10 different countries (Monks,
2017). In Kenya alone, M-PESA processed 49 percent of country’s GDP in 2017. This equals
roughly 3.6 trillion Kenyan shillings or 32.8 billion US dollars (McGath, 2018).
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Their ambition to be present in both rural and urban Kenya through phone communication is

clearly demonstrated in their slogan, «Send Money Home» (McGath, 2018). They strive to decrease

costs and eliminate distances. Instead of traditional branches, M-PESA operates with agents located

on street corners all over Kenya, with an average distance of 1.4 kilometres to the nearest agent.

Here, customers can convert their cash to electronic money. Before the launch of M-PESA in 2008,

the average distance to banks was 9.2 kilometres (Vodafone, 2017).

After the introduction of M-PESA as merely a method for P2P payments, a change in user patterns

in the utilisation of mobile payments created a need for adding further services to the platform.

Some of the various services M-PESA now offers can be found in the table below.

Service Function

Lipa—Na

M-Shwari

Lipa Karo

Changa na M-PESA

Government Services

In 2013 the service Lipa Na was introduced, that allowed the M-PESA users to pay
for services and physical goods through their mobile phones. The success with this
launch resulted in more services that has increased M-PESAs offer to all customer.

A solution for saving money with interests up to 6.65%, as well as accessing micro
credit loans with an instant reception in your M-PESA account with a facility fee of
7.5%. This is a solution for saving to all those who do not have bank accounts, or an
easier solution to those who believe that saving should be «hassle free, with no
forms to fill in».

A service with the purpose of collecting school fees through the M-PESA PayBill
platform. It facilitates the easing the payment procedure, making it prompt and
secure.

A service that allows the users to raise money for a certain purpose, e.g. weddings,
educations, funerals and charity. This helps the collection procedure as well as
consolidating the funds. Through this platform, you can save up to 10 times more
than on a regular private customers account.

You can pay directly to the government services through this platform at M-PESA.
This includes land rents, all concerns about immigration hereunder birth and death
registration and passport/visa/travel permits, and business concerns, such as
registration.

FIGURE 2: M-PESA SERVICES.
Source: M-PESA (2019a; 2019b; 2019c¢)
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1.6.1 How Does it Work?

Set Up An Account

Registration 1s a simple and efficient process. The client goes to any M-PESA agent with their ID
and the agent will set up an electronic money account in their name, which is linked to their mobile
phone number. This process is free of charge (Jack & Suri, 2011; Chuhan-Pole & Angwafo, 2011).
Per now; it is possible to have up to three different accounts attached to each name. As Kenyans do

not receive an ID until they turn 18, this operates as the age limit to the service.

Checking Your Balance

A balance check can be done in two ways. Either, the client can choose to pay a fee of 1 Kenyan
shilling in order to receive their current balance or they can wait until they send money and it will
automatically appear in an SMS on their screen after the transaction is completed (Safaricom,

2019d).

Deposit Cash Into Your Account

When depositing money into a M-PESA account, clients have to visit an authorised M-PESA agent
along with their identification and mobile phone. After informing the agent how much one would
like to top up the account with, the agents use their own phone to transfer e-money to the client in
exchange for cash. Then, both the agent and the client will receive a text from M-PESA confirming
the transaction. This process is free of charge (Safaricom, 2019d; M-PESA Charges, 2019).

To Send Money

M-PESA allows clients to transfer funds to any other mobile payment users, regardless if the
recipient is a Safaricom user. The application is not limited to smartphones but is available to every

phone with a text message function. On their phones, clients will see the Safaricom menu where M-
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PESA is one of the options. Here, «send money» will be one of the alternatives. After entering the
recipient's mobile number and desired amount, the user needs to sign using their PIN. A
confirmation screen with details of the transaction will then appear before the money is officially
transferred. Both parties in the transaction will receive a confirmation text afterwards (Chuhan-Pole
& Angwafo, 2011; Jack & Suri, 2011; Safaricom, 2019a). M-PESA operates with different fees
concerning the different options. For instance, it is free to do P2P transfers to other M-PESA users if
the amount i1s below 100 Ksh. However, after this the client is charged a small transaction fee,
starting at 11 Ksh which increases exponentially with the transferred amount. This rate is fairly
higher for transfers completed to non-subscribers of M-PESA. The maximum transfer limit 1is
140.000 Ksh. daily while the maximum transfer amount is 70.000 (Chuhan-Pole & Angwaf, 2011;
Safaricom, 2019e). Newly, M-PESA introduced Hakikisha, a new feature which allows clients to
securely confirm who receives their money. The information will appear on the screen before
carrying out a transaction. This was announced after a period of several wrongly, completed

transactions. (Safaricom, 2019d).

1.7 Motivation and Relevance

As mobile payment solutions has proved itself as an effective tool to financial inclusion, we
recognised the importance of a strengthened research area. For the sake of a systemic, organised
justification we will breach the following section into three separate parts: the relevance for the
existing academic literature, our own motivation for engaging in the research subject and a

justification of why we have chosen Kenya specifically.

1.7.1 Part I. Academic Relevance

We established several incentives as to why we should carry out research in this field. First, we
identified a gap in the existing literature. It is a rather new and unexplored area, compared to other

traditional banking methods which is why we would like to make an actual contribution to the field.
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Additionally, it corresponds well to the global nature of our degree, International Business, and will
enhance our newly acquired skills through courses like «International Business in Emerging
Markets» and «International Business Environment». These courses discussed development theory,
emerging markets and the challenges and opportunities faced in business environments globally.
Secondly, we wished to understand developing markets’ payment industry and how its evolution can
be so different to our own. As per now, much of the existing research is on mobile payment solutions
in general or in developed markets. However, it presents an even bigger opportunity in developing
countries as this is the area where the greatest allocation of the world’s unbanked are located. This
reveals a huge potential for not only businesses who can tap into previously unexplored markets, but
also for the inhabitants in the particular country. Developed markets have followed incremental steps
to arrive at the mobile payment solutions they have today, but by leapfrogging this process it can
change the way we look at development. For instance, access to formal bank accounts does no
longer have to be the natural association with financial inclusion. Even those who has previously
been left out, for instance farmers in rural Kenya, have now the possibility to easily send and receive

money.

Thirdly, mobile payment solutions are fundamentally different than traditional banking and 1is
currently disrupting the entire financial sector. Its popularity amongst users worldwide add weight to
the argument that it should, therefore, be equally important for researchers to look into and be
granted it is well deserved space in literature. With the rapid development of mobile payment
solutions and FinTech in general, it becomes increasingly important to have a comprehensive
understanding of the subject in order to be able to make predictions for the future or to identify a
pattern. Though there is already much research on the subject, we have identified a gap that we aim
to fill. As will be discussed in the forthcoming literature review, the majority of existing research is
centred around specific factors, e.g. female empowerment, savings, corruption etc., which mobile
payments may influence. However, a truly holistic view that takes into account general enablers as
well as the ramifications of mobile payments is still needed. By focusing on a specific region we will

be able to deliver generalisable results, yet, within reason.
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1.7.2 Part II. Personal Motivation

But, this research area is not only important in terms of our study programme or its current
popularity. The area also is of personal interest to us as writers, and this curiosity and passion is
essential when devoting such an extensive amount of time to a study. We have been inspired by
courses that concerns similar research and theories and it was, therefore, a natural choice when
deciding on our research matter. Our personal interest is rooted in our aspiration to learn more
about the subject as well as try to pinpoint one or more aspects where mobile payment solutions
may benefit a society. This is something we touched slightly upon in our Ist year Business Project
and sparked a deeper, academic interest. At the time, we wrote about mobile payment solutions in
Brazil. Though the approach and angle differed, it gave us insight into the opportunities mobile

payments propose for developing markets.

1.7.3 Part III. Why Kenya?

As Kenya is considered the pioneer for mobile money in developing markets, researching their
development can help map the direction for other countries in the future. 25 percent of the
countries gross national product flows through the mobile money solution M-PESA, and it is used
by over 28 million people (The Economist, 2015a). Due to this, Kenya has one of the highest mobile
money penetration rates anywhere in the world and is considered the world's most successful mobile
money market in terms of transactions volumes and uptake (The Economist, 2015; GSMA, 2017).
Kenya is recognised as a country that has tremendous strides in financial inclusion, they improved
FI from 19 percent in 2006 to 67 percent in 2013 and this journey would not have been possible
without the mobile money solution (UNCDE, 2014). These reasons were the decisive factors as to
why we chose Kenya. We believe that by looking at the leading African country and evaluate their
success, we may be able to distinguish specific enablers, which again may be implemented in other,
similar countries. Additionally, this study has social relevance as it can better help us understand the

Sub-Saharan ways of behaving and operating, which differs from the Western culture.
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2. Structure of This Thesis

This thesis will be divided into 7 central parts. Firstly, it started off with an introduction. This
acquaint readers about the aim of the research with necessary background information regarding
the concept, case country and case company. Secondly, academic theory will be discussed. The
theories used in the thesis were chosen for their ability to get a broad understanding of the adoption
of technologies, but also the possibilities that lies within the topic. Theories from the area of growth
within development economics is presented, in combination with the frameworks of Technology
Acceptance Model and the Technology Acceptance Life Cycle Model to get a holistic perspective of
how the theory works and how technology can be implemented. Thirdly, the relevant literature will
be reviewed. This is included to provide readers as well as researchers with a holistic understanding

of the research field, both new and past studies, which will later

be put into context with our own findings. Fourth, it will move

Introduction
on to the methodology part. This section focus on the :
articular methods and actions that have b lied duri
particu s that have been applied during Academic Theory
the research process. Fifth, an analysis will be carried out as a 2

result of the data gathering process. It will start off by Literature Revi
erature Review

examining the research objectives and by investigating these, it ]
will be possible to address the research question. Sixth, a

Methodology
discussion part will follow to debate the meanings and 1 0

implications that follows the results. This is the part where this

thesis’ findings will be put into context with already existing
literature and we will discuss how it answers our research
question. Suggestions for future research and limitations will

also be presented in this section. Lastly, the thesis will come to

an end with a conclusive chapter. Here, we will sum up the

FIGURE 3: STRUCTURE

most important take aways from the thesis.
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3. Conceptual Framework

This chapter will present the particular academic theories and theoretical framework that the thesis
will be founded upon, which will put our collected data into a scientific perspective. The main intent

for the following theories is to function as a tool in our data analysis and interpretation process.

It will be divided into two separate sections. The first section consists of concepts relevant for the
thesis that needs to understood in order to later comprehend the analysis and discussion. Concepts
will be clarified and distinguished in order to ensure clarity. The latter section 1s the academic theory
part, where we will introduce three theories. Together, these provides the fundament for the analysis
as they evaluate different aspects of our research question and ultimately contribute to a holistic
academic perspective. The first theory is development economics. Its focal point is on understanding
the environment of developing countries and how their challenges and opportunities may differ
from developed ones. It is a broad economic field of research that will provide fundamental,
scientific insights into the generalisation of development in Africa and mobile payments. The
second theory is the Technology Adoption Life Cycle framework. This was chosen to help us easily
categorise data before analysing it. The last theory is the Technology Acceptance Model. The
incremental nature of the model will put the mobile payments data in context, from the beginning
to the end and will ensure a clear, systematic analysis. All theories will be presented separately along

with a clarification of how these will be applied in the thesis.

3.1 Concepts That Help Understand the
RQ

Financial Inclusion

Financial Inclusion is the on-going process of establishing access to financial services whilst meeting

the needs for all in a sustainable and responsible manner (Refera, Dhaliwal & Kaur, 2015;

Page 24 of 138



Demirgiic-Kunt et al., 2018; Gates Foundation, 2019a). Financial services includes access to
accounts, formal savings and transfers of funds. The concept 1s particularly used with respect to the

poor, unbanked population who mainly rely on informal means of finance (Refera et al., 2015;

Rebello, 2015).

Unbanked

An unbanked individual is one who do not have any official access to financial products or services
and subsequently relies on informal, often insecure and risky means to manage their finances. Being

unbanked is often closely related to poverty (Demirgiig-Kunt et al., 2018).

Mobile Banking

A digital form of banking that take place on a mobile phone app rather than a computer webpage,
which i1s known as online banking. It is easy, convenient and simple for consumers on the move,

however, it requires an official account with a financial institution (Lashitew et al., 2019).

Mobile Payments

«Usage of a mobile device» has frequently being used when defining mobile payment (Karnouskos
& Fokus, 2004; Jacob, 2007; Goode, 2008; Pousttchi, 2008 Au and Kauffman, 2008) which can
include laptops, tablets, and mobile phones. De Bel and Gaza (2011) have more recently defined
mobile payment as «a transfer of funds in return for a good or service, where the mobile phone is
involved in both the initiation and confirmation of the payment». It is also the definition that we use
in the context of this study. Mobile payment is a broader concept as opposed to mobile banking, as
it encompass all means of transferring funds through a mobile device. De Bel and Gaza’s definition
correspond with the view expressed by Contini, Crow, Merritt, Oliver & Moth (2011) who believe
that there has been a shift from «enabling a mobile device to be used as a browser, accessing existing
internet-based banking and retail systems to the use of an application-enabled mobile phone as a

payment form, substituting for a check, cash or a card, to eventually create a mobile wallet».
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Network Effects

Occurs when the value of a product or service increases exponentially with the user base. For
instance, the value of mobile payment solutions increases as the user base expands due to more
recipients equals a larger more valuable network for the users. This is the case for most information
technology, for instance social networks, telephones, fax machines and email (Shapiro & Varian,

1999; Metcalfe, 2007; Reddy, 2018).

Herding

Also known as herd behaviour, exists when an individual is influenced by the behaviour and
decisions exercised by their peers. Typically arises in everyday socioeconomic situations, for instance,
restaurants or cinema choices may be based on recommendations from friends and family. However,

this has also been proven to affect the adoption of new technologies (Banerjee, 1992).

Lock-In

When the costs associated with switching from one chosen product, brand or supplier to another are
deemed too high, consumers face a lock-in. High switching-costs is a strategy often deployed by

businesses to lock-in customers and ensure future relations (Shapiro & Varian, 1999).

Information Economy

Also known as «knowledge economy» or «post-industrial economy». It moves from an industrial
view on economy to one characterised by a constant flow of information and knowledge through
technology channels. However, it is not mutually exclusive with the manufacturing economy.
Manuel Castells coined the term and emphasises the interrelationship at play between political,

economic and social actors in the society (Castells, 2000).
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3.2 Academic Theory and Framework

The aim of this section is to introduce the theories on developing economies that will be utilised to
understand the development process, possibilities and obstacles as well as the frameworks of
Technology Acceptance Model (TAM) and the Technology Adoption Life Cycle (TALC) model,
which address the question of why such technologies has experienced success in the chosen market.
Financial inclusion is a product of development and growth and the factors that determines growth
are numerous and disparate, therefore one single theory is not possible to apply in such context. To
understand the process of development for the mobile money sector in developing markets, the
theory section will be used as a guidance part to lead the way for the analysis. There is a scant
research area on the relation between mobile financial services, financial inclusion and development
so this thesis will combine theories on how the users of such services perceives and utilises the

technology, which again leads to a chain of events of more users and development of the products.

3.2.1 Development Economics

Development Economics is the study of why some countries are rich and some are poor, and focus
on the economic aspects of the low-income state. It revolves mainly around income growth, welfare,
agriculture, labour and resource economics. These topics are typically also covered in traditional
economics, however, the traditional economics theories are not always applicable to developing
countries due to the particular structural challenges they are facing (Taylor & Lybbert, 2015).
Hence, the need for more specific research is present. Because economics is a social science, one
cannot predict the ultimate outcome with any model, but it can help us understand which factors
configure and shape future outcomes and why they do so. Richard Nelson and Sidney Winter (1974)
argue that in economics, theory is more a set of basic premises to delineate the phenomena that
needs to be explained in an acceptable way. The theory can point towards key explanatory
mechanism and variables, but generally one should and must be flexible about the expected

conclusion. Development economics states that there is a difference in the development pattern of
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developed and developing countries, and therefore the theory aims to understand the economic

aspect of the development in these low-income countries (Todaro and Smith, 2015).

The theory emphasises the importance of having an open market competition to make it possible to
be competitive on a world scale and maintain an efficient economy. Excessive state involvement can
result in inefficiencies of the state-planned economic systems. Some countries such as the Asian
Tigers (Singapore, Hong Kong, South Korea and Taiwan) which all economies grew fast during the
1980s and maintained these high growth rates because of the rapid industrialisation, the
government was involved, but opened up for competing on the world market and invested heavily
in, among others, education (Page, 1994). This was also the case for Kenya in 1990s after two
decades of stagnation in the economy; the government opened up for the global economy through
adoption and liberalisation of interest rate regimes and an outward-oriented industrial policy
(Gertz, 2008; Kinyanjui, 2014). These types of involvement showed that when markets are
inefficient, economic involvement from the government can function as a stabiliser and may
improve welfare. This evidence can also be proved through the market-friendly approach presented
by Todaro and Smith (2015). Their approach recognises the imperfection in developing nations and
thus argues that intervention from the government is an effective means of adjusting such

imperfections.

Later, the relevance of micro-level factors and project evaluation perspective became important for
the research. In richer countries, development is often equated with growth, which is also the
ultimate aim. However, in developing countries a development economist would say that economic
development 1s not equal to growth. Developing countries are facing so many various challenges,
that projects are generally related to satisfying the basic physical needs and battles challenges like
poverty, malnutrition, health and inequality as well as development of the mind through education
(Taylor & Travis, 2015). A great deal of development economists' focus relates to discovering how
inequality in poorer countries brings obstacles or intertwine efficiency. For instance, a common
challenge 1s rural areas residents who are unable to get bank accounts and loans because the banks
are unwilling to provide these services to the poorest. Subsequently, these residents cannot acquire

insurance and is, therefore, left in an even more risky position when it comes to protection against
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sickness and crop loss. Research on inequality and efficiency breaks in theory down to that a
person’s capacity to produce and consume depends on how the wealth is distributed to start out
with, because the competitive markets' basis assumptions does not often hold for the poorest

members of society (Banerjee, 2009).

Development economists perceives capital investment as the key to growth. A country’s income is a
main component for economic development and progressing is difficult without economic growth.
The neoclassic growth model first presented by Solow in 1956 is used to generate insight about
complex patterns throughout economies worldwide (Taylor & Travis, 2015). It suggests that to
determine and analyse why income grow over time, one must have a model to show how income
gets «produced», and hence, the production function was established. The production function aims
to summarise the relationship between outputs and inputs in a market or a production. Later on,
technology was added to subsidise as a factor in the formula, as it is perceived to increase
productivity and hence increases the labour and capital in the economy (Taylor & Travis, 2015).
Because of criticism regarding the impact of technology as only labour in the model, a new
generation of growth theory was created, endogenous growth theory, to emphasise the technological

change and spillover effects, while explaining the difference in income growth over time.

The most important factor of this theory is that by raising the level of technology, the country is also
raising knowledge spillover effects. The knowledge spillover is new ideas that ultimately increases
productiveness. The endogenous theory is a proof of how new theories emerge as existing ones
occasionally prove insufficient in answering pressing matters. The theories focuses on different
determinants, where the neoclassical one focuses on the physical aspects or valuable objects such as
raw materials, factories or infrastructure. The endogenous theory states that the development is
lagging in poor countries because the citizens do not have access to the ideas that generate economic
value. Romer (1993) classifies the former as an «object gap» and the latter as an «dea gap», and to
close these gaps it requires investment and saving, hereunder development of well-functioning legal

institutions and good macroeconomic policies.
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Development economists broadly agree that institutions matter, but disagrees to what extent as
empirical evidence struggle to compare them with other potential factors for development. Biases
affects the attempts to estimate its influence on growth, but it is clear that institutions shape
economic development, and that economic development can enable countries to shape an even
stronger institution. Though institutions should encourage innovation in order to stimulate growth,
the diffusion of technology may be more effective and matter more at the early stage of
development (Sachs, 2012). Eventually, as the development process advances the environment will

be more suitable for innovation.

3.2.2 Technology Acceptance Model

Access 1s a prerequisite for adoption of mobile money, but to actually take up the system for usage
also depend on the provided service quality and individuals decision (Nielsen, 2013). Adoption of
the technology is a voluntary choice that will only materialise when it offers benefits compared to
the alternative methods that are already present, in combination with a risk assessment and the
decision of establishing trust in a new system (Mas & Rotman, 2008). Intuitively, a cost-benefit
dilemma can be explained by how the attitudes towards mobile payment systems are shaped.
Physiological and personal traits such as trust, knowledge, personal control and need; the customers
behavioural beliefs concerning the technology; social aspects like norms, pressure and familiarity;
the technology itself, hereunder transaction time, presence of attractive benefits, the level of
divisibility, simplicity, cost and also the availability of more appealing mobile payment systems and
the associated costs are all contributing to the choice of adaption (Douthwaite, 1999; Schuh and

Stavins, 2010; Tobbin and Kuwornu, 2011; Dzokoto et al., 2016).

To assess technological use and success the thesis will use the Technology Acceptance Model (TAM)
first pioneered by Davis (1989). The model predicts consumer behaviour and user acceptance of
new technology by specifying relationships between beliefs and attitudes, influenced by external
variables. It builds upon and expand the Theory of Reasoned Action (TRA) introduced by Fishbein

and Aizen (1975). The TRA considers the consumers as rational in their behaviour and are thus,
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before adapting to a given stance, able to reflect upon all possible outcomes of their actions. This
theory is a straightforward perception of an individuals potential attitudes and imposes strong
assumptions on their ability to make decisive attitudes. TRA suggests that a person’s behavioural
intention depends on that person’s attitude towards the behaviour and perceptions of the behaviour.
Both objective and subjective norms as «would I do this sort of thing normally?» and «would other
people in the group do this?» are standards to describe the TRA model. TAM on the other hand,
functions as an extension of the TRA by explaining that the adaption of new technology is caused
by a behavioural intention to accept and use (Malhotra & Galletta, 1999). Below, you will find an

illustration and presentation of TAM.

Perceived Usefulness \\~

External Variables Attitude Towards Use Intention to Use - Actual Usage

\ Perceived Ease of Use / FIGURE 4: FRAMEWORK ILLUSTRATION 1.
Source: Davis (1989)

The intention behind the behavioural aspect could be explained as a binary variable between non-
users and users and are defined by behavioural predictors percewed usefulness (PU) and percewed ease of

use (PEOU).

External Variables

TAM suggest that the impacts from the external variables, such as development process, training
and system characteristics, are used to mediate the perceived ease of use and perceived usefulness
(Venkatesh, 2000). External variables are, amongst others, cultural, political, economical,
environmental and social factors influencing a consumers belief regarding technological advances
and the use of them. Ultimately, these factors are the drivers of actual usage (Burton-Jones &

Hubona, 2006). However, factors can be extended or scaled down, it depends upon the research
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question at hand and the relevant factors surrounding it. In this thesis, cultural, political and social
will be assessed as they have proven the most appropriate for the purpose of this study. These were
selected on the basis of scope, nature of the research question and relevance. After careful
consideration, we believe these 3 will prove most influential in determining Kenya’s adoption. This

1s rooted 1n the data we collected and will be discussed further in the analysis section.

Perceived Usefulness

The purpose is to explain use and pursue a better measure for predicting. Davis (1989) explains
perceived usefulness as «the degree to which a person believes that using a particular system would

enhance his or her performance». PU has been deemed the most decisive step in the model.

Perceived Ease of Use

PEOU is described as «the degree to which a person believes that using a particular system would
be free of effort» (Davis, 1989). Heyer and Mas (2011) claims that the perceived ease of use
ultimately will depend on the quality of the service and how far the ecosystem reach, hence the

current demand for mobile money based on the current alternatives to such service.

Attitude Towards Use

The attitude to use is concerned with the evaluation of the user’s desirability of employing a
particular system application. A users attitude towards the technology will be the future reference for
positive or negative behaviour for upcoming new technologies. This mindset is a function of the two
beliefs, perceived usefulness and the perceived ease of use and will furthermore go on to influence

the intention to use (Davis, 1989).
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Intention to Use

The next phase in the model is the intention to use, which measures the likelihood that a person will
employ the application. Intention to use is influenced simultaneously by the perceived usefulness and
perceived ease of use. If these coincide and the user finds it valuable to his or her own perceptions,

then the user will accept the new technology (Davis, 1989).

Actual Usage

This 1s the last step of the model and shows the extent of actual usage of technology. It 1s a
behavioural response regarding how and how often the technology is being deployed (Davis, 1989;
Burton-Jones & Hubona, 2006).

Importance of PU and PEOU

In the beginning, PU and PEOU were considered the two most important factors in the model as
they are influenced by external variables and the outcome of PU and PEOU heavily influence the
remaining steps of the model. By assessing the factors with impacts on PU and PEOU one can thus
determine a person’s attitude towards usage of a given technology. Davis (1989) conducted two
studies on their roles as determinants of user acceptance. One of the most significant findings was
the relative strength of the relationship between usage and usefulness, compared to the ease of use
and usage. In both studies, the usefulness determinant was significantly stronger linked to usage than
the ease of use determinant. In retrospect, Davis claims that the prominence of PU makes
conceptual sense, because users are influenced to adopt a certain technology or application
primarily for the reason that there is a certain practicality or advantage related to the production,
how hard or easy the adoption is will only be a secondary concern. Davis (1989) further states that
users often willingly accept obstacles to a certain extent if the system ultimately provides a critically
needed function, and that no amount of ease can compensate for a system that has no value or

usable function for the user.
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Critics

Davis (1989) emphasises that the ease of use and perceived usefulness are users subjective
assessment of effort and performance and do not necessarily reflect the objective reality. The study
perceives beliefs as variables that are meaningful in their own right, that functions as determinants

of behaviour that are not regarded as sufficient measures.

The TAM theory has received much support from scholars but it has also been criticised for not
being exhaustive enough (Yang, 2005; Luarn and Lin, 2005; Bagozzi, 2007). Scepticism about its
ability to identify the right measures that are actually robust enough to be linked to the user
experience 18 current, but as the user reaction to technology is multifaceted and complex, the field

continue to systematically investigate the drivers behind the fundamental mechanisms (Davis, 1989).

3.2.3 Technology Adoption Life Cycle

Everett Rogers (1962; 2003) introduced the Technology Adoption Life Cycle model to simplify
categorisation of technological adopters. A technological advancement’s innovativeness is at the
centre of this model and it will measure the degree to which users adopt technology over time. The
model is built on three criterions: 1. categories need be exhaustive and include all units of study 2.
they must be mutually inclusive to exclude units from appearing in more than one category and 3.
the set categories must be derived from one classificatory principle (Rogers, 1962). The author
argues that the distribution of adaptation is close to normally distributed, which allows for mean (x)
and standard deviation (sd) to divide the bell curve into categories. The model contains five different

categories and can be found on the next page.
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Innovators Early Early Late Majority Laggards
Adopters Majority

FIGURE 5: FRAMEWORK ILLUSTRATION 2.
Source: Rogers (1962)

Innovators

The first category is innovators and consist of the first users of a new technology. Users in this
category 1s characterised by being venturesome and extremely eager to try new ideas. The
innovators must be able to cope with uncertainty, as this first phase is to some degree uncertain due

to early stages of adoption (Rogers, 1962).

Early Adopters

The second category are early adopters. Though they quite early on adopt to the new technology,
they are more aware of risks and uncertainty than innovators. Later adopters often prefer collecting
some information or advice regarding the innovation from the early adopters are recognised for its
discreetness of adopting to new technology. Thus, the role of an early adopter is to evaluate and

convey information to peers while decrease uncertainty (Rogers, 1962; Morawicki, 2011).

Early Majority

Users in the early majority adopts to the technology only right before the average member of a

social system. Rogers identify them as an important part of the diffusion process as they hold a

Page 35 of 138



unique position between the very late adopters and the relatively early. Characterised by following,

not leading (Rogers, 1962; Meade & Rabelo, 2004).

Late Majority

The fourth step of adoption is the late majority. They are defined as skeptical and adopt to new
innovations after the average member. The underlying reason for adoption can be economic
necessity and/or the increasing pressure of networks. As they deliberately do not adopt until the
majority has done so, they seek confirmation and reassurance of usefulness and favourableness of

the innovation. Hence, close to all uncertainty must be removed before the late majority adopts

(Rogers, 1962; Morawicki, 2011).

Laggards

The fifth and last category in the model are the laggards. They are the absolute last users to adopt to
a new technology and are mainly portrayed as traditional. This traditional and resistant orientation
keeps them from being up-to-date with new innovations and is the reason why they lag far behind in

awareness-knowledge for new ideas (Morawicki, 2011).

These categories fulfils all three criterions for the model. The five adopter categories are exhaustive
(except for nonadopters), mutually exclusive, and derived from one classification principle. The
method of adopter categorisation just described is the most widely used in diffusion research today

(Rogers, 1962).

The Role of Socio-Economic Status in Innovation

The earlier adopters of innovation are defined by the socioeconomic status. For instance, they are
marked as educated, of high social status and wealthier. These socioeconomic ranks and innovation
tend to go hand in hand. Rogers (1962; 2003) argues that there is a cause-and-effect relationship due

to innovators wealthier feature, which means that they are capable of accepting the costs associated
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with uncertainty in innovation, as well as absorbing the loss if the innovation fails. The greater the
risks, the greater the profits. Earlier adopters have therefore not only more to loose, but also more to
gain from the profits related to the innovation. Following this logic, laggards are characterised as
poorer and, therefore, more likely to avoid the costs identified with innovation and risks. However, it
1s important to note that though economic position and innovativeness are factors that interact,

these do not provide an exclusive explanation of the behavioural tendencies displayed by adopters.

Though Rogers claimed a linear relationship concerning the generalisations made of socioeconomic
status and innovation, professor Frank Cancian (1967) argues that adopters of low-middle
socloeconomic status are more innovative than individuals of high-middle status, at least in the early
stages of innovation. When around 50 percent of all users have adopted, the high-middle adopters
catch up and surpass the low-middle socioeconomic status adopters, hence, resulting in a linear
relationship between the variables. Some of his later research (1976; 1977) did not provide
overwhelming evidence for what is known as the «Cancian dip» of the low-middle and high-middle
socioeconomic status adopters. However, it is important to recognise the importance of his work as
it merely acknowledges that the relationship between socioeconomic status and innovation should

not be assumed linear.

3.2.4 Relevance

This thesis will be centred around the theories and frameworks presented, which has all been
deemed contributive regarding academic insights and their ability to explain, predict and
understand the phenomenon and its context. Development economics will function as the
groundwork supporting the thesis. It assists in understanding universal themes, for instance poverty,
inequality and distribution of resources, through the lens of developing countries. This was
considered crucial in order to comprehend the African context and the factors at play. The theory
will make it easier to understand the process of Kenyas development and recognise challenges as
well as opportunities. It will provide a deeper sense of meaning to the results after implementing the

two models throughout the analysis.
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Further, we acknowledged a need for more specific theory to support our analysis and comply with
the research objectives. Understanding the reasons behind accepting or rejecting new technology by
users has become one of the most crucial areas in the technology field. To study the adoption,
acceptance and usage by individuals is important for both technology utilisation and realisation. In
this thesis, the TALC and TAM provides frameworks that will help explore the mobile money
adventure and its success in Kenya. These were chosen in order to achieve a systematic yet
scientifically backed analysis. We will be able to establish links between external variables, consumer
behaviours and attitudes in order to gain better insights to why and how M-PESA has progressed to
their current position as well as evidence of actual usage. Only when understanding the links
between adoption and usage will we be able to present a well-founded answer to our research

question.
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4. Literature Review

The aim of this literature review has been to help shape our research question and identify the gap
in previous studies and determine possibilities for future research (Gall, Borg & Gall, 2006). The
literature review was started early in the initial phase of the thesis, as it would assist us in defining
the parameters of our research question and give us a better understanding of the existing
literature. After assessing previous studies, their results and limitations, it was obvious how and
where our own research would fit in the larger context (Gill & Johnson, 2002). This was greatly
necessary, because we would not be able to see how this study would contribute if we did not have a
clear view over the existing literature. However, the process continued throughout the entire
research period as we identified the need to consistently be familiar with emerging research even
though we acknowledge that it is not possible, nor efficient time management, to go through all

available literature on the

subject.

The Mobile Payment Industry

The following section is split

into several sub-categories, as

the literature 1s broad and Financial Inclusion

entails different approaches

and research themes. We

decided on a funnel approach Drivers and Barriers

to our review. The review

starts out on a general note, to
Kenya Specific

assess the mobile payment
Research

industry and to establish a

holistic perception of

the research area. Then, by

segmenting into financial FIGURE 6: LITERATURE

inclusion, drivers and barriers REVIEW STRUCTURE
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and Kenya specific research we attain a better understanding of the research question from our
angle, that 1s a financial inclusion point of view and our chosen country, Kenya. It will, therefore,
start with an expansive introduction to previous studies done on the subject before we narrow it
down and then we present literature on similar research questions to our own (Saunders et al.,
2009). Subsequently, it will conclude with a discussion of this paper’s relevance and how it wish to

contribute to existing research.

4.1 The Mobile Payment Sector

The mobile payment sector in general has received increased attention from scholars in the past
decade and the literature has grown accordingly. The effects of mobile payments, both from
national, business and individual perspectives are areas of immense interest. There are several
requirements in order for digital technology to work optimally, the idea in itself is not enough to
ensure financial inclusion. Damsgaard and Staykova (2013) identify sufficient infrastructure, well
developed payment systems and proper regulations as key conditions for digital platform growth and
success. Further, in developing countries particularly, the system needs to be designed to the needs of
the disadvantaged, more specifically the poor, women, first-timers within technology and financial

services, and people who are illiterate.

New business models and expansion strategies are emerging within the traditional payment market.
Innovative products are currently changing the status quo of well-defined roles and these has been
analysed from a platform perspective. In order to gain competitive advantage, a digital payment
platform should pursue the first-mover advantage. By launching first, a payment platform can
benefit from network effects; where the value that users gain increases with the number of users on
the platform (Damsgaard & Staykova, 2015). It is argued that high homing costs will keep
consumers at lock-in. For example, if there are two distinct payment platforms, with user bases at
respectively 70 percent and 10 percent of the population, then the homing costs for switching from

platform 1 to 2 are rather high as there are less perceived benefits.
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Aker and Mbiti (2010) conducted a research on the effectiveness of mobile money in emerging
markets. The research identifies numerous advantages for emerging economies who implements
digital payment solutions. A drastic reduction in communication costs after the general adaptation
of mobile phones has resulted in several economic benefits, e.g. improved labour efficiency,
consumer welfare and increased agricultural efficiency (Jensen, 2007; Aker, 2008; Aker, 2010).
Research show that mobile money solutions also can serve as a general technology platform that can
help create new services and help already existing services to develop further (Donovan, 2012). Mas
and Radcliffe (2010) states that it represents a new way to lead financial inclusion by «building the

payment rails on which broader sets of financial services can ride».

Opverall, the research on mobile payments specifically is a relatively new area of research compared
to related areas such as internet banking, mobile banking or commerce. The studies have increased
immensely the last years (Dahlberg, Guo & Ondrus, 2015). For a greater acceptance of new
technologies and to use them as a way to gain a broader financial inclusion, scholars suggested
exploring trust and perceived risk, and allow mobile payment to create a distinctive value to both
consumers and merchants (Lai & Chuah, 2010; Slade, Williams, Dwivedi & Piercy, 2015). These are
the most critical drivers if one are to gain success in mobile commerce (Yang et al. 2012). Others
suggest that the widespread adoption of mobile payment services by both merchants and consumers
1s largely dependent on a reliable and secure payment system which is easy to use and convenient,

and hence clearly identifies the importance of security adoption (Chang, Chen & Zhou, 2009).

The mobile payment service is an evolving technology and as new technology approaches, the users
can either accept or reject the product depending on several factors. Statistics presented by Lippert
and Davis (2006) shows that approximately 50 percent of information technologies are falling short
of meeting customers and users’ expectations and are therefore considered failures and hence,
rejected (Lippert & Davis, 2006). To ensure success of a mobile payment service, managers of such
technology must understand and anticipate issues that would lead to adoption or rejection in an
early development process. There are several models from literature explaining the question of
adoption new technologies, and factors such as convenience, availability of technology, consumes

need and security are in literature conceived as the main drivers for this. Researches that have been
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addressing the consumers adoption have presented several models to conduct this development, and
the focus in this literature review is on TAM. (Meuter, Ostrom, Roundtree and Bitner, 2000; Dapp,
Stobbe and Wruuck. 2012; Lai and Zainal, 2014, 2015; Lai, 2016).

TAM suggested originally that the behavioural intention to use a new technology depends on how
the ease of use and usefulness is perceived (Venkatesh, 2000). The model later extended into
UTAUT — Unified Theory of Acceptance and Use of Technology, that suggests four major
theoretical constructs for the use and rate of adoption: effort expectancy, social influence, facilitating
conditions and performance expectancy (Venkatesh et al. 2003). The adoption rate refers to the
number of individuals that actually adopts a given innovation over a period of time (Ngugi et al.
2010). The TAM and UTAUT have among other extensions of the TAM been used frequently by
various researches over the years to explain the adoption of technology systems. Addressing the case
of M-PESA and how they adopted this technology, it is proved in several research papers that
Kenya was in a ripe position for a new approach to traditional banking (Omwansa, Waema & Lules,

2012).

The rural areas of Kenya experienced that the traditional banking sector were mostly unavailable
due to the effects of structural adjustment programs that were introduced by the International
Monetary Fund and World Bank in the beginning of the 1990s (Ndirangu, 2005; Rono, 2002). As a
result of this, rural inhabitants were left with no access to financial services and was therefore not
able to meet several critical needs (Manica & Vescovi, 2009). This in addition to other location and
societal reasons combining to create a collection of needs that were not being addressed by the
financial market. Furthermore, the services offered by the traditional banking sector were expensive
and took a long period of time to deliver in a timelier fashion in comparison to M-PESA (Ngugi,

Pelowski & Ogembo, 2010).
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4.2 Financial Inclusion

Kenyoru (2013) finds that financial inclusion had a perfect correlation with agency banking and a
very high correlation with mobile banking and mobile money innovations. This suggest that policies
need to take advantage of the presented opportunities by financial innovations towards increasing
financial inclusion within Kenya. The study concludes finally that financial development can be
achieved if policies towards maintaining competitiveness in service and product innovation facilitate

these developments.

Developed countries are known to have a strong financial infrastructure network as opposed to
developing countries who are lagging behind. This makes it difficult for banks to deliver their
services to the poor, especially those in rural and remote areas. Moreover, the accumulated savings
of poor people are often too low to cover the expenses of financial service costs. This is recognised
as a concern for both consumers and providers. Consumer do not hold enough capital to pay the
fees that are required and the banks are not prioritising the costs of installing AT'Ms in the poor
people’s settlements or opening new bank branches. Kendall, Machoka, Veniard and Maurer (2011)
perceives mobile money systems as a solution to this problem. With just the existing infrastructure,
they underline that mobile money systems can reduce the cost of saving and make the banks able to

facilitate credit taking and offer insurance to the low income or poor people.

Dermish, Kneiding, Leishman and Mas (2012) discussed conditions regarding the source and
reliability of poor inhabitants income. It is stated that the income is not enough for daily
consumption and that it is systematically unstable. Factors concerning unemployment, natural
catastrophes like earthquakes and drought, and death within inner social circles are challenges that
contributes to an uneven and unstable income. The authors suggest that if’ the ones exposed to these
risks have a solution for financial access, the consequences of such risks could be downgraded and
thereby improve the productivity and education. They conclude that a mobile money system 1s more

valuable for the poor because of easy interpretation and low costs.
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Therefore, through designing a simpler financial system one can fulfill the needs of the poorer
population. With the flexibility of a mobile money service that attracts many, Donovan (2011)
believes that it could have the potential to be vital as a transaction platform within financial services
globally. He continues with arguing that the billions of people that don’t have the opportunity to be
a part of a financial system can draw benefits from this. He uses M-PESA as a case organisation and
refers to its success with the belief that there is a great future for mobile money. Moreover, factors
like effectiveness, simplicity and affordability gives the money mobile systems a considerable

comparative advantage as opposed to other traditional financial tools.

Equally important, one must have and continue to gain knowledge of the current global financial
inclusion status, establish indicators for monitoring progress and set goals for future financial
inclusion. Demiguc-Kunt and Klapper (2013) considers this in their paper on how to analyse data
from the users of financial service. They tried to explain the indicators behind the financial aspect
and the customer usage of formal and informal services, all gathered from 148 countries. In
numbers backed by The World Bank, they found that approximately 50 percent of all adults
worldwide do not have a financial access, and they emphasise how one can use technology
innovation to improve these numbers and bring forth new products in the financial system. They

point out mobile money system as a solution.

Boateng’s (2018) research on financial inclusion, states that financial inclusion has several important
benefits, both on macro and micro levels. On the micro level, individuals can cope better with the
challenges of irregular income and occasionally large bills, and henceforth cope better with the
poverty. They can borrow to meet emergency cash needs, for instance to cover education or funeral
bills, or to accumulate the worth through savings or invest in tangible assets like for example cars or
bikes. Small and medium enterprises can benefit from secured loans offered by financial institutions
to overcome current obstacles and embark on new projects and business expansions. Through the
possibility of risk managing and reducing exploitation, improvement of the educational level and
availability of funds, small firms, low-wage earners and farmers gets the opportunity to escape the

poverty trap.
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On the macro level, financial inclusion has the possibility of mobilising savings. By putting savings
into system, the financial system can draw benefits from funds that normally would be unavailable,
and allow them to be invested in productive areas, and thereby improve the potentials of economic

growth.

4.3 Drivers and barriers

To determine what factors that could possibly lead to or prevent the usage of mobile money services
it 1s important to assess how developing countries can implement such technologies to their market.

Existing literature has identified several drivers and barriers behind the adoption of mobile services.

Burns (2018) discuss to which degree governments should participate or drive financial inclusion
and introduces two different approaches to this. Top-down, or state-led, is when the government
imposes restrictions and manage all banks. The other is bottom-up, or market-led, and evolves
around entrepreneurs introducing innovative solutions to include the unbanked. He argues that
most attempts of state-led financial inclusion has been labelled failures. This is founded on political
conflict and unease, together with inefficient planning. His results demonstrate that countries who
enables entrepreneurs to innovate rather than restricts and govern the financial sector has achieved
much greater financial inclusion. Mobile money is presented as the best example of a market-led
approach to financial inclusion. He proposes two separate actions for governments to implement.
First, remove all barriers to entry. Secondly, scale back on repressive regulations that limit

entrepreneurs and might hamper specialist-knowledge.

Studies by Kunt, Klapper, Singer and Oudheusden (2015) shows that people are more likely and
better able to invest in education, start ups and expansion of businesses, manage risk and absorb
financial shocks when they are participating in a financial system. Boer and de Boer (2009) identified
key drivers and barriers for the adoption of mobile payments by conducting an analysis of mobile
payments around the world. Two critical conditions suggested by the researchers were that 1. there

must be offered added value for consumers, merchants, financial institutions and other participants
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in the ecosystem and 2. that it must be easy to use. Barriers to participate in these initiatives and
concerns are technological issues as security and interface design, the consumers and merchant’s
unwillingness to adopt them, lack of infrastructure concerning electricity and mobile coverage and
legal framework among others (Diniz, Albuquerque and Cernev, 2016). Earlier studies have
established that security concerns can become a barrier to technology adoption as mobile payment

involves financial information that is personal and sensitive (Duane et al. 2014).

To address the need for financial access in Kenya, mobile money became a reality and since its
introduction M-PESA has experienced rapid growth in terms of technology adoption. Ngugi,
Pelowski and Ogembo conducted a study in 2010 on factors that led to the phenomenal growth of
mobile money services in Kenya through the M-PESA service. Their findings presents three main
barriers for the traditional banking which again gave room for M-PESA and its technology solution,

which further enhanced its market position.

Illiteracy was the first barrier. 21 percent of Kenyans suffers from general illiteracy (Unesco, 2019),
however, the number of people who are digital or financial illiterate is much higher. Hence, this
affects their ability to complete and understand the requisite paperwork that is needed to open a
traditional bank account. Due to bureaucratic procedures instituted by central bank regulations,
under the concept of «know your customer», the coupling of required documentation that includes
identification documents, passport and a high minimum amount of money to open and maintain an
account became a barrier (Ngugi, Pelowski & Ogembo, 2010). M-PESA, however, managed to skip
these bureaucratic procedures and proved them unnecessary as Safaricom incorporated the «know
your customer» aspect for security but only requiring phone numbers and national identity cards.
This made the micro-transaction and pay-as-you-go structure of mobile money possible. A study
conducted by Refera, Dhaliwal and Kaur (2015) on financial literacy in developing countries shows
that lack of financial literacy in the population can affect reduction of poverty and welfare
improvement programs. The study shows that financial illiteracy is also a barrier to financial
inclusion because the majority with financial illiteracy and low education are not able to use, select

nor demand the improving array of financial products and services (Refera et al., 2015).
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Next, Ngugi, Pelowski and Ogembo state that already existing financial institutions required a
minimum amount of capital to keep and remain the account at all times, as well as charging
exceptionally high fees for going under the minimum requirement. With these limitations, the results
showed that activity of maintaining and operating a bank account was expensive and unattractive to
people. On the other hand, M-PESA offered to open and operate accounts without need for cash
nor any fee for deposits and withdrawals. When sending money there is a fee, however, compared to

what the traditional banks charged, this amount is far less.

The third main barrier was the bank distribution itself. Most of bank centres were found in
economically viable locations, but with close to 70 percent of the Kenyan population living in rural
areas, most people had to travel long distances to the nearest centres and hence were excluded from

these services as travels were too expensive and time consuming (FSD Kenya, 2009).

With the above barriers facing the unbanked and an increasing gap for the possibility of financial
services and inclusion, Safaricom turned the above needs into a business opportunity. With its
already wide coverage of network with phone technology the company managed to widely spread
M-PESA services rapidly. The large market share of Safaricom has been presented as a critical
success factor for mobile money in Kenya, as Safaricom had a market share of 79 percent in Kenya.
Compared to the slower uptake of M-PESA in Tanzania, with Vodacom and its market share of 39
percent, the study argues that the rapid intake of the service is explained by this (Rasmussen, 2009).
This market share allowed Safaricom to be flexible to try new services with its large customer base
without the fear of migration to other networks. Prahalad (2004) suggested that Safaricom
conducted a «bottom of pyramid» approach to the poor to pitch the sale of M-PESA services. By
letting the majority of the population, which is generally poor, be able to share credits and the
service they increased the volume of sales when allowing them to access mobile phone services and
cementing the phone as an important social element in their relations. In turn, this led to a
community ownership of the technology. This is also an issue driving technology adoption for M-
PESA in other markets as Tanzania, because they did not feel the same ownership but rather saw

the technology as foreign and «smuggled in» through Kenya.
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4.4 Kenya Specific Research on Mobile Payment Solutions

Much of the research that has developed is often specific to distinct countries and what they have
achieved. This section will focus on research specific to Kenya in order to gain an understanding of

what has already been studied.

A study conducted in Kenya proved increased benefits as a result of digital financial services,
especially for women. Households made up of women could boost their savings with more than a
fifth, which led to 185,000 women being enabled to engage in business or commercial activities. The
poverty amongst female households decreased by 22 percent. Further, the researchers found that
when experiencing an unexpected drop in income, digital payment users did not reduce household
spending whereas cash or card users reduced their overall purchases by 7 to 10 percent. Financial
services in general was found to induce savings and the amounts spent on necessities, for both males
and females. As Western Union’s presence, the previously preferred alternative, is lacking in the
rural areas of Kenya, mobile money has emerged as the reasonable option for increased financial
inclusion (Mas & Morawczynski, 2009; Aker & Mbiti, 2010; Demombynes & Thegeye, 2012;
Gupta, 2013). When equipped with a savings account, merchants in Kenya saved more heavily and

invested up to 60 percent more in their businesses (Gichuki & Mulu-Mutuku, 2018).

A large portion of field research in respective countries is centred around women and the level of
equality in the society. Gichuki and Mulu-Mutuku (2018) researched female Kenyan entrepreneurs
adaptation to mobile payment services. They found that there are several factors influencing this,
but education level is pinpointed as the main event to increase awareness of mobile payment
solutions. Table banking groups and business training were recognised as other determinants. They
conclude that mobile payment services has, indeed, contributed to financial inclusion and

empowerment of women as they now are enabled more control over their resources.

The service of mobile money is particularly well-received in Africa as banks does not have the same

foothold as in developed countries and are therefore unable to compete. This surge in usage has

been observed both in the individual (P2P) and the professional (B2B) market. Gosavi (2015) looked

Page 48 of 138



at how businesses uses mobile payments in their daily operations. The analysis found that small
firms are more likely to utilise mobile money as opposed to their larger competitors. Further, old
firms are more likely than younger firms as well as firms who already possess a bank account. From
a business environment perspective, Kenyan firms were more inclined to adopt the service in
comparison with other developing countries like Tanzania, Uganda and Zambia. Gosavi (2015) and

Jack and Suri (2011) recognises the introduction of M-PESA as the main contributor to the growth.

Demombynes and Thegaya (2012) collected data in Kenya in order to research mobile money
relative to savings. First, they start off by analysing the operating environment in Kenya. It has
undergone a technological revolution, and during the 90’s only 3 percent owned a mobile phone.
Then in 2011, 93 percent of Kenyans were mobile phone users and 73 percent were mobile money
users. After just two active years, M-PESA had already engaged 40 percent of Kenya’s adult
population. This included also a large proportion of the unbanked population, which poses as one
of the largest financial challenges in developing markets (Jack & Suri, 2011). By using data from
FSD Kenya, Demombynes and Thegaya investigated saving patterns and they find that, holding all
else constant, those inhabitants who are registered with M-PESA are 32 percent more likely to have
savings. Further, savings on mobile devices are more likely if you are a married, wealthy, educated
male located in the rural areas of Kenya. This is closely related to the findings of Mbiti and Weil
(2011), who found that the typical M-PESA user is educated, affluent and banked. Though it is the
largest saving platform, they find that those who save with other accounts than M-PESA has overall
a much higher average monthly savings amount. Therefore, they conclude that mobile money fills
the a gap many poor Kenyans have longed for; a place to safely store their funds (Demombynes &

Thegaya, 2012).

After its introduction, M-PESA emerged as the only viable alternative to the banking problem
previously faced in Kenya. Naturally, this means it often finds itself in the focal point of current
research. Mas and Radgcliffe (2010) investigated how M-PESA impacts financial inclusion in Kenya.
The service has already been adopted by more than 9 million people, which accounts for around 40

percent of the adult Kenyan population. Further, it processes transactions domestically on a larger

scale than Western Union does globally (Mas & Radcliffe, 2010; Chuhan-Pole & Angwafo, 2011).
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They attribute M-PESA’s success to three different components. First, the pre-existing country
factors in Kenya before M-PESA’s launch that constituted a friendly operating environment and
made the service well-received. Secondly, an easily adaptable service design that rapidly
accumulated networking effects. Thirdly, their business strategy was critical in order to reach a
significant mass of clients. Additionally, they recognise cash as a fundamental barrier to financial
inclusion. They argue that as long as poor people only have access to cash or trading of physical
goods, financial institutions will find it too costly to address in larger numbers. Therefore, M-PESA
is concluded not to be a contributor to financial inclusion itself, but simply a very effective mean to

provide it for everyone (Mas & Radcliffe, 2010).

Mbiti and Weil (2011) analyses M-PESA from several perspectives on data gathered from the
FinAccess survey, Safaricom, M-PESA agents transaction data and pricing data from money transfer
companies. The results find that M-PESA increases the amount of transfers and decreases the use
of more formal saving mechanisms. Though participants of the FinAccess survey named savings as
an important reason as to why they utilise the service, regular transfers is by far the biggest segment
of M-PESA. They argue that the adaptation of M-PESA increases the demand for other bank
services and 1is, therefore, a complementary to banks - not a substitute. Further, they find that
Kenyans who had relocated to urban areas returned less frequently back to their rural homes after
the introduction of M-PESA. This suggest that though travel distances really have decreased under

M-PESA, it can also weaken the ties between rural and urban communities (Mbiti & Weil, 2011).

Hove and Dubus (2019) aimed to establish the characteristics of Kenyans who do not own a SIM
card, those who do have but does not have an M-PESA and lastly, those who have access to M-
PESA but choose not to use it for saving purposes. The results shows that those who are excluded
already at during the first steps are the poorest, generally uneducated females. The phone owners
who actually have the ability to save are mostly more educated but the results shows that they more
often than not choose not to save. The authors argue that this contradicts other relevant literature as
it dispute the usual conclusion that mobile money is the preferred way to financial inclusion. To sum
up, they find that those who are left behind are usually the ones who need it the most: the poor,

uneducated and women.
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4.5 Relevance

The purpose of this literature review is to identify the different aspects within mobile payment
solutions and the relevance of mobile payments in the advancement of developing markets. The
research helps evaluate the possibilities for further research within the subject and also informs
about the current state of knowledge within the area of inquiry. This research is significant, as the
literature studied for the research has a highly varied methodological work. The findings within

every research paper has been perceived as valid through evaluation of methodology and data used.

The literature review is necessary to develop a thorough understanding of the topic and the
previous research done, which gives insight into the related work on the projects research question.
The literature sets the research in context by referencing work that has been undertaken already,

drawing out key points, critically discussing and presenting the arguments in a logical way.

It is clear from the research review that the idea of financial inclusion requires sufficient
infrastructure, well-developed payment systems and proper regulations. To study what development
opportunities and possibilities that lies within the information already presented, but also to use
them as a contribution to the project research, the thesis and review will be able to contribute in the

existing literature with an even greater understanding of the recent development in such areas.

Along with this, it 1s also clear that the field of mobile payments has still unexplored areas, as well as
huge opportunities that can possibly be duplicated to markets that undergoes the same digital
transformation. More research and testing are required to gain a better understanding of why those
who undergo the development from unbanked to using mobile payment systems act as they do, and
to what extent this has helped the financial inclusion in the areas we are looking at. The relevance
drawn from the literature review will be implemented throughout this thesis and our own findings

will be compared in the discussion.
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5. Methodology

Methodology is the underlying theory of how an analysis should proceed and is the cornerstone of
every credible study (Sachdeva, 2009). The research we have conducted and the results we will draw
from this have followed incremental steps, which will be outlined in the following section. Firstly, it
will discuss this thesis’ topic delimitation. This will give insight into our rationale for conducting this
particular study. Secondly, the research strategy will be reviewed. This includes the research
approach, its consistency, choice of structure and concerns regarding the acquired data. Thirdly, our
interview participants will be introduced followed by a justification of choice. Our intention
throughout the methodology is to consistently substantiate our decisions step by step and reflect
upon these. However, this will not only be a rationale of our choices but also a critical discussion of

its shortcomings.

5.1 Topic Delimitation: The African

Context

From the start, we aspired for our thesis to be centred around the effects of digital payment systems
in developing markets. However, the definition of developing markets is broad and entails as much
as 149 countries spread out over 6 different regions (UNDP, 2018). We recognised the need to
delimit ourselves to one specific region to provide valid results. The cultural, social and economic
differences between East-Asia, Latin-America and the Sub-Saharan region are too considerable for
the thesis to consider, and its findings may therefore not be applied on a such a general basis. After
thorough examination, we found the Sub-Saharan region most appealing due to its explosive growth
and the fact that it emerged as the mobile money hub of Africa (Demirgiic-Kunt et al., 2018). After
limiting it to the specific region, we found it natural to focus on only one particular country. Due to
the scope and feasibility of this thesis it would not be sufficient or detailed enough if we focused on
all 46 countries in the region (UNDP, 2018). Out of the 46 options, Kenya, Tanzania and Uganda

were the remaining candidates left after evaluating factors such as mobile penetration rate, access to
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mobile payment solutions, velocity and volume. The impressive story of Kenya’s mobile money
adventure and the availability and access to essential data became the decisive aspects when

choosing between the three.

After choosing Kenya as our case country, we had to decide on an angle. Demirgiig-Kunt et al.,
(2018) suggest that the emergence of financial technology as a tool to increase financial inclusion
has proven most valuable in the Sub-Saharan countries. However, they elaborate by stating that the
idea 1n itself is not enough to ensure financial inclusion. As a result of this, we started researching
the links between mobile payment solutions and financial inclusion. This point of view emerged as
particularly interesting as it combined our keen interest in digitisation with a very current challenge
of ensuring access to financial services to all and provided us with an opportunity to conduct

original research.

5.2 Research Structure

When deciding a research structure, we first had to consider research design, research approach and
research strategy. The different options available to us and our ultimate choice are depicted in the

llustration below.

As this would function as the underlying structure for our analysis and research process, it was
crucial that it was consistent with our research question and objectives. In the following section a

systematic rationale of the structural choices made for this thesis will be presented.
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Research Design Research Approach Research Strategy

Archival Research
Quantitative R b Case Study
uantitative Researc D i
eductive Approach Grounded Theory

Qualitative Research Inductive Approach Action
Survey

Experiment

Ethnography

Qualitative Research Inductive Approach Case Study

FIGURE 7: RESEARCH STRUCTURE

5.2.1 Research Design

After reflecting upon what the study should entail and investigate, we had to decide on a research
strategy and whether to use quantitative or qualitative research tools. In this thesis, the need for
relevant first-hand data from people with real experience in the field was necessary to answer the
research question. Delbridge and Kirckpatrick (1994) stated that one cannot explain the behaviour
of social actors unless we try to understand their meaning. As we sought to better understand the
phenomena that is mobile payments, the socio-economic aspects of qualitative studies offered more
perspective as well as answers to how, why, where and when instead of just numerical data (Leung,
2015). When the research is primarily focused on gaining an understanding and insight with great

depth, Gillham (2000) and Ritchie & Lewis (2003) states that qualitative data collection may be the
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most appropriate. Thereafter, we will take an exploratory approach to the analysis. We will identify
relationships, patterns and our results will provide a greater understanding of the phenomenon as
well as identify topics for future research. One limitation in researching developing countries is the
lack of data with sufficient observations. Though we were able to locate data sets for the past 3-4
years, it was not possible to obtain a larger dataset, e.g. in terms of time period or sufficient number
of observations. Those we discovered had also a large number of missing variables. Due to this, we

decided on pursuing a qualitative study where we would gather the data ourselves.

5.2.2 Research Approach

The data collected, interpreted and analysed in this thesis early on prompted an inductive approach
to research. This was determined by the extent to which we were clear about our theoretical context
at the beginning of our study. An inductive research approach involves starting oft’ with collecting
data, then produce our theory section as a result of this. The opposite of an inductive approach is
deductive. In a deductive research, theory is first developed then put to test to expose relationships
between variables (Saunders et al., 2009). As social sciences and qualitative research emerged,
criticism of deductive research rose. Researchers argued that a deductive approach to research only
investigates cause-link effects but omits the context and understanding of how human interprets
their social world. Establishing such an understanding is the main strength of an inductive
approach. Due to the interpretive and pattern seeking nature of qualitative research, an inductive
approach seemed natural for this study. Inductive reasoning seeks to move from observations to

broader generalisation (Sachdeva, 2009; Saunders et al., 2009).

In this thesis, we intend to establish the spillover effects of mobile payment solutions in developing
countries. Our purpose was to discern what is going on in order to comprehend the complex nature
of the problem. Then, we interpret our collected data and theorise from this, whilst relating it back
to the literature in our review. Inductive reasoning commence with some observations where we
start to identify and explore patterns, then a hypothesis can be made and general conclusions can be

developed (Sachdeva, 2009). In our case, this meant data collection with experts in the field of the
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digital payment market in Africa. Thereafter we started to systematically analyse the data to
pinpoint repeating input and explore these for the sake of generalisation and theorisation. Yet it is
worth noting that an inductive and a deductive approach may both lead to the same theory
eventually, however, with an inductive approach theory follows data rather than the other way
around. It is more about building theory rather than testing it (Saunders et al., 2009). This was the
case for this particular thesis. Our data collection started off early in the thesis process and once
finished it became clear what theories should be included, implemented and analysed in order to

make sense of the data gathered.

5.2.3 Research Strategy

The research strategy of this paper is a case study approach. A case study 1s defined by Robson
(2002) as a research strategy involving empirical investigation of a contemporary phenomenon
within a real life context. This was deemed appropriate as this thesis’ focal point is the mobile
payment phenomenon within the Sub-Saharan context. Morris and Wood (1991) argues that a case
study approach will be particularly interesting for researchers wishing to pursue a deep
understanding of the context and the processes which are being executed. Much like the outcomes
of a qualitative study, it has the capability to deliver answers to questions such as «why?», «what?»
and «how?». That is a necessity in this thesis in order to be able to provide a meaningful answer for

the research question and became a critical factor when deciding on a research strategy.

Flyvbjerg (2006) identifies several case study approaches. This thesis utilises the «nformation-
oriented» approach, which concerns the maximisation of information from smaller samples where
the sample cases are selected on the basis of what knowledge 1s expected to be obtained. This is fully
compatible with interviews, which is the main data collection technique employed in this thesis and
serve as a tool to explore and challenge existing theory. Triangulation is exploited to assure validity
and to integrate all dimensions and perspectives of the phenomenon. It is defined as the use of
different data collection techniques to ensure a more correct data interpretation (Saunders et al.,

2009). Apart from interviews, written documents has been thoroughly explored and analysed. To
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determine the impacts of mobile payments, this study will confer with key actors in the field on the

Kenyan market’s challenges, evolvement and future prospects.

5.2.4 Consistency

In order to achieve a coherent study from start to finish, consistency was considered fundamental in
our research strategy. Therefore, the research question must align with the objectives and the
strategy we employ must be compatible with the methods of data collection (Saunders et al., 2009).
As the aim of this research is to explore the adoption rate and spillover effects of mobile money in
developing countries, we identified the three objectives that will aid and assist us in completing the

study.

/

1. Assess the rate of adaptation of mobile money services.

2. Assess differences between gender, location and age.

3. Assess risks and concerns with utilising mobile payments in

developing economies.

These three objectives can be seen as guidelines for the direction the analysis will take. As the

concept of financial inclusion and mobile payment solutions is broad, the objectives will support us
in maintaining a manageable scope with an in-depth analysis. By consistently reinforcing the
objectives throughout the study we believe we are better equipped to answer our research question.

These were identified after determining our research question and provides specific actions that

Page 57 of 138



needed to be included in our research strategy for our end product to imply legitimacy. Additionally,

they appear reasonable to achieve within our set timeframe and scope.

5.3 Data Collection

5.3.1 Semi-Structured Interviews

After assessing different data collection methods compatible with qualitative research, we narrowed
it down to conducting semi-structured interviews. Other options, like participant observation was
deemed unfeasible, as all relevant parties to observe are located in Kenya whereas we are located
and bound in Copenhagen due to responsibilities outside of our master thesis. Likewise,
questionnaires would only provide us with answers where participants would all answer a standard
collection of questions set in a predetermined order. This lacked flexibility and the opportunity to
dig deeper into interesting perspectives arising throughout the exchange and conclusively this was

deemed an insufficient, depthless method of conducting the research.

The purpose of using non-standardised qualitative interviews as a method to gather data can be
assessed through four elements. These first is the purpose of the research, as to why this can be a
more efficient means of data collection because of the possibilities the flexibility provides. Second,
the importance of establishing personal contact with the interview objects because of the
opportunity to reflect upon the answers and reasons behind them. Third, the importance of the
questions asked and their nature in being open-ended to obtain extensive explanations and opinions.
Last, the importance of the interviews length to obtain the necessary data to answer the research

questions.
1. The purpose of research strate
purp gy

There are three critical reasons as to why we chose to conduct interviews. First, we identified a need
for flexible input of data, which only semi-structured or non-standardised interviews could provide

(King, 2004). As we wished to interview several key actors with contrasting knowledge of the market
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we chose a strategy that is neither non-directive nor structured, as it i3 proven that this can fit each
case specific context (Bryman, 2012). This is often the most effective and convenient mean of
gathering information because it is capable of disclosing important and often hidden facts of
organisational and human behaviour (Kvale & Brinkmann, 2009). In this thesis, we decided on a

semi-structured approach where the purpose of the interviews is to investigate, not conclude.

Second, semi-structured interviews ability to collect broad, empirical knowledge as opposed to
simply testing a theory was regarded crucial (Kvale, 1996). Compared to structured interviews that
are used to collect quantifiable data, semi-structured interviews are more flexible to cover different
themes. Given the specific context which involves Sub-Saharan Africa and the socioeconomic
conditions that may apply, it is through the a more flexible approach this thesis will explore the

research question and objectives (Saunders et al., 2009).

Third, Kvale & Brinkmann’s (2009) research on semi-structured interviews shows that by steering
the conversation towards specific themes, one ensures room for new information and provide
reliable, comparable qualitative data. This strategy made it possible to use the pre-existing
knowledge from research and theories to create new questions that arises along the conversation,
combined with the already planned questionnaire to achieve relevant data. By using an interview
guide, we as interviewers were allowed to prepare essential questions and themes, but at the same
time have the flexibility and ability to steer the conversation with follow-up questions. As the
interview went along, we were able to probe until we were satisfied with the answers depth and level

of detail.

Cooper and Schindler (2008) explains that when undertaking an exploratory study, it is most likely
that one will utilise non-standardised questions. For this particular study, this was necessary to
understand the underlying reasons for the decisions the research participants have taken, or to

understand the reasoning behind their opinions and attitudes (Saunders et al., 2009)
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2. The significance of establishing personal contact

Establishing personal contact was regarded important to obtain detailed data as the chosen
participants all are directly involved in roles regarding mobile payment solutions. These have,
therefore, a personal interest in the outcome of the thesis, which may be positive for the amount of
data shared. According to Saunders et al. (2009), participants that holds manager positions are more
likely to participate and agree to being interviewed, rather than completing a questionnaire, when
the topic is relevant for their work. As interviews with managers is desirable due to the position they
hold and the experiences they may have, we contacted several managers. Ultimately, we interviewed
three managers: a Deputy Director at Gates Foundation, the Head of Knowledge at Well Told
Story and Head of Innovation at Better Than Cash. Overall, one-to-one interviews provide the
opportunity for participants to receive feedback throughout and questions may go both ways. Every
interview started off with an informal chat about the thesis, an introduction and a short discussion
of how the information will be used later on, to provide the interviewee with personal assurance and

to build trust.
3. The nature of the data collection questions

Easterby-Smith et al. (2008) and Jankowicz (2005) explained that interviews are undeniably the most
beneficial approach to obtain data when the amount of questions to be answered is extensive, these
are complex or open-ended and when the order of the question could pose a need for variation. For
the latter two, a semi-structured interview is the most logic choice. Our proposed research strategy

ticked off all three options.

Probing is perhaps the main advantage of semi-structured interviews and proved extremely helpful
as it allowed us follow-up questions for the interviewees to build upon their initial answer. The
opportunity to probe or examine the meanings behind the words or ideas the interviewee uses in a
particular way, will add significance and depth to the data (Saunders et al., 2009). Whenever an
interviewee touched upon a different angle or perspective, we had the opportunity to explore it
further through probing. It happened that research participants lead the discussion into new areas

that was originally not part of the interview guide, but which proved significant to understand the
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data or perform a valid analysis. However, the end result should be a collection of a detailed and
rich set of data (Saunders et al., 2009). We conducted interviews up until the point where interviews
did not supply new information. This was the point we felt our data collection had equipped us with

the sufficient data needed to perform a valid analysis.

The interview guide for this study were concerned around two themes, mobile payments in general
and the mobile payment market in Kenya. However, because of differences in backgrounds,
expertise, work and context, some of the questions were removed, added or changed, all depending
on the purpose of the each interview respectively. This also applies for the order in which the
questions were asked (Saunders et al., 2009). The interview guide in its entirety can be found in the
appendices, more specifically appendix 10.3. In order to review all follow-up or probing questions,

please check the transcripts from each individual interview.
4. Length of time required and completeness of the process

Difficulties may arise when scheduling interviews with relevant participants. The time needed from
each participant to fully complete the interview, as well as the personal motivation and opportunity
to participate can lead to obstacles in the data collection process. To make sure every participant
was informed of the circumstances, expectations were clearly established about time, length and
scope. We scheduled one-hour interviews with all participants quite early on. Interviews were
organised in January but they did not take place until March. This was done in order to make sure
every desired interviewee had the time to participate. To ensure enough time to go through the
interview guide, conduct probing and assure there was time to answer any questions the interviewee
had for us, the interviews length was set to one hour. The thesis experienced that the participants
was more willing to participate when this was clarified in advance. During this step we also had to
examine whether the answers and data we obtained would actually help answer the research
question first outlined. Silverman (2007) emphasises that your choice of questions should depend on
how the research question best could be answered, and hence was this a priority in the process of

both designing and conduction the interviews.
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Preparation and Execution of the Data Collection Process

Saunders et al. (2009) recommended to always keep the five P’s in mind: prior planning prevents
poor performance. Hence, preparation was naturally a critical part of the interview process from
start to end. To appear professional all while gaining the interviewee's confidence, certain
precautions were taken to make sure we would demonstrate credibility. Saunders et al. presented a
framework of eleven factors that should be considered in the preparation phase. This is visualised in

the illustration below.

-

1. Level of Knowledge e L.ev cl of Informat.ion 3. Approp ri:?.tencss of

Supplied to the Interviewee Location
/ J |
; - e
4. Appropriateness of the 5. Nature of the Opening 6. Approach to
Researchers Appearance at Comments to be Made When ) ..
the Interview Y the Interview Commences ) CHEsioRE

FIGURE 8: INTERVIEW FRAMEWORK

If these were to be prioritised, poor performance related to the interview could be avoided. These
factors were carefully considered before commencing the interview process, and the interviewers
gained a clearer understanding of how to reduce biases when taking the checkpoints into account.
The preparation theory was first analysed, then applied to determine how this could influence the

interview process and lastly assessed to see how it could influence our study.
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1. Level of Knowledge

Knowledge about the organisational context, interview object and topic is important when the
interview takes place. This makes one more able to draw on the information presented throughout
the interview, which again helps create credibility and encourages the interviewee to present a more
detailed response on the topic (Saunders et al., 2009). First, we spent 6 weeks in the initial phase to
read relevant literature regarding the subject. This included academic journals, consulting reports,
annual reports, relevant books and news articles. The intended effect of this was to become familiar
with the complete context of our research field and be able to inquire appropriate follow up
questions during interviews. Second, a background check of the firm and a study of the participant
was completed to comprehend his or her work situation and determine whether or not he or she

was a suitable candidate for the study.
2. Level of Information Supplied to the Interviewee

Through supplying the participants with information that is relevant before the interview, one can
gain a greater credibility (Saunders et al., 2009). As a result of this, we made sure that the
interviewee had received proper information about the thesis and its desired outcome in advance.
Our interview guide was sent out 3 to 4 days prior to the interview, to ensure adequate preparation
time for the interviewee and allow them to reflect a bit upon the themes we would later discuss. We

firmly believe this would lead to informative interviews and a more deliberate data collection.
3. Appropriateness of Location

The place one conducts the interviews may influence the data collection and as a result we had to
consider the location. As our interviewees were located across large geographical distances, the
natural choice was to conduct electronic interviews. This refers to real-time, or synchronous,
interviews organised through digital channels (Morgan & Symon, 2004). In our case, this meant
Skype and WebEx. To guarantee audio recordings with minimal background noise and
disturbances, we were sat in our own dining room when conducting interviews. The interviewees

were mainly sat in their own offices, which also ensured a quiet environment. However, some
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problems were experienced throughout the interviews with the participants being interrupted by

colleagues at their location but they were quick to return to the discussion.
4. Appropriateness of the Researchers Appearance at the Interview

Appearance may affect the interviewees perception of the project, and therefore it was a priority to
make sure that the presentation of the interviewers were smart. As many interviews were not
conducted face-to-face but through audio channels, the importance of voice control, tone and mood

were a higher priority to create an appropriate appearance.
5. Nature of the Opening Comments to be Made When the Interview Commences

At the initial stage of the interview, our main purpose was to establish a relaxed and easy going
environment. This was done by restating a brief introduction to the research as well as having both
the interviewee and the interviewers introduce themselves and their current position. Ghauri and
Greonhaug (2005) finds that demonstrating interest in the interviewee is an advantageous start to the

interview.
6. Approach to Questioning

To avoid biases during the interview, the questions must be phrased clearly so they are not
misunderstood and presented with a natural tone of voice (Saunders et al., 2009). The usage of
open questions is an important factor to sort out biases, according to Easterby-Smith et al (2008).
We made good use of open questions as we felt this would be the best way for participants to talk
freely and provide extensive answers. Further, we used probing questions. This was to gain more
detailed explanations to specific scenarios, such as «what do you believe is the cause for the
considerable amount of mobile money users in Kenya, as opposed to other countries?». The
interview guide for this project focused on avoiding answers where one seeks to guide the
participants in a certain direction, but rather ask the questions in a matter that one must reflect.
This helps creating a fuller account to explore the topic to a greater extent and to not create biases

on our own existing perceptions of the situation.
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Robson (2002) stresses that long questions and questions that are made up of two or more should be
avolded, which was taken into consideration during the creation phase. One of the questions in the
interview guide was quite extensive, however, in order to provide the interviewee with the
information needed to answer the question it was not viable to shorten it any further. This resulted
in some reformulation throughout the interviews, as it occasionally arose some confusion. We made
use of the critical incident technique during our interviews, where the interviewee gave a detailed
description of own key experiences closely related to our research question. This technique is
defined by Keaveney (1995) as an activity where the consequence were so apparent that the
participant had a clear idea about the effects. This provided us not only with the desired data but

also real-life examples, which supported the data they supplied.
7. Nature and Impact of the Interviewers Behaviour During the Course of the Interview

If the researcher behaves appropriately during the interview, then the scope of biases could be
reduced. A neutral yet interested response to avoid guiding in any direction that may result in biases
should be attained (Saunders et al., 2009). Tone of voice and affirmative response was a particularly
important factor when carrying out the interviews, because of the natural limitation of gestures and

body language over telephone.
8. Demonstrating Attentive Listening Skills

Though it 1s fundamental to investigate and explore in semi-structured interviews, it is equally
important to test clarifications and implications with the participants. Yet, one should still give the
interviewee sensible time to build up their responses and refrain from interrupting when possible
(Ghauri and Granhaug, 2005; Easterby-Smith et al. 2008). The advantage of this interview
structure is that by asking related follow-up questions and engaging in the conversation beyond the

interview guide, we demonstrate active listening and full attention.
9. Scope to Test Understanding

One essential technique that was adapted throughout the process was re-reading our summary of a

participants answer back to them. This way, we would be able to verify their answers yet give them
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the opportunity to reformulate themselves or expand their reflections. This was dealt with through
various approaches. During interviews we experienced that some participants answered several
questions and touched upon other topics that was going to be discussed at a later time. It was
therefore notably helpful to make sure we did not read in between the lines or misinterpreted

answers, to let the participant verify our understanding or correct us.
10. Approach to Recording Data

As mentioned previously, all interviews were conducted through electronic devices. We decided to
audio-record our interview using at least two separate devices, as a means of security. After finishing
the interviews, the electronic files were uploaded to email to make sure both interviewers had access
to the file. Immediately after the interview the transcription process began, while the data and
impressions were still fresh in mind. The beginning of each interview contained the interviewees
own presentation of name and title, so it would be possible to link them to the data if problems
should occur. There are several advantages as to why we chose to audio-record the interviews as
opposed to, for instance, just take notes. Audio-recording allows us, as interviewers to sit and
concentrate on the task at hand: the interview. It give us the opportunity to later re-listen as much as

we want, allows for direct quotes and is a permanent record (Saunders et al., 2009).

However, audio-recording also poses some disadvantages. For us, the one that influenced our process
the most was the time consuming nature of transcribing (Healy & Rawlinson, 1994; Ghauri &
Grenhaug, 2005; Easterby-Smith et al., 2008; Saunders et al., 2009). After careful considerations,
we recognised that the advantages of audio-recorded outweighed the disadvantages and that our
main mission was to be able to listen carefully and probe. This was only realistic to achieve by using
audio-recording. Moreover, permission was always sought and acquired before recording an
interview. Healey and Rawlinson (1994) argued that an interviewer should explain why one would
like to audio-record rather than simply just request permission. Subsequently, we explained that it

was for transcribing purposes and that the audio-file and transcript were available if desired.

Page 66 of 138



11. Cultural Differences and Biases

Saunders et al. (2009) 