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Abstract
The aim of this research is to discover factors and challenges that are affecting the development of
Agent Banking in Ethiopia, and develop a model that describes the factors with technology acceptance
model (TAM). In addition the study tries to determine agent banking level of penetration or accessibility

in Ethiopia and its prospects.

In this study mixed approach is used to answer the research questions and accomplish its objectives.
Purposive sampling is used to select participants for the interview and two concerned and
knowledgeable staffs form CBE-BIRR and M-BIRR are selected. Questionnaire is used to collect data
from customers of five branches of commercial bank of Ethiopia who are active users of additive mobile

banking (mobile banking service which is linked with customers’ bank account).

The result of the research identifies different factors grouped in five constructs of technology acceptance
model. These factors and sub-factors are Perceived Economic factor (Cost of using bank account),
Perceived usefulness (Actual /practical benefits) Perceived ease of use (illiteracy, Awareness, mobile
network quality), Perceived Trust (trust to the bank, trust to the agents, trust to the technology),
Perceived Risk (Vulnerability to Errors and Vulnerability to Hackers). Finally a model is designed using
Smart PLS Version 3.2.7.

Challenges regarding development of agent banking are also discussed with service providers and
agents. To this end, different challenges are raised and discussed during the interview including
awareness of customers and agents, availability of limited services, NBE regulations and limitations,
lack of budget, poor advertisement, illiteracy and mobile network quality.

Based on the results of the study the researcher recommends the following points to improve current
performance of agent banking i.e. developing new channel for illiterates, availing new and additional

services, proper advertisements and the need for more effort on improvement of the actual benefits.

Keywords: Agent banking, CBE-BIRR, Financial institution, M-BIRR, Technology Acceptance.
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Chapter one

1. Introduction

1.1 Background of the study
Information technology is highly affecting human activities and their ways of life. Advancement
in Information technology is changing every sector’s working practice. Banking is one of the

sectors which are rapidly evolving through information technology (Ferdous et al., 2015).

Nowadays there are large numbers of commercial banks in Africa, but most of commercial bank
branches are located in cities, in search of well-built infrastructure and market. According to
World Bank (2017), 61.73% of Sub-Sahara African population lives in rural areas with lower
level of infrastructure development. However, traditional branch based banking discriminates

this significant number of population from accessing modern banking services (Atandi, 2013).

In Ethiopia there are 16 private and 2 state-owned commercial banks and there are a total of
3282 branches around the country at the end of March 2016. However, 35% of Bank branches
are located in Addis Ababa and most of the remaining 65% of branches are also located in other
cities like Bahirdar, Dire Dawa and Adama (NBE, 2017).

As stated earlier this phenomena hinders large portion of the society from getting services of
financial institutions. For instance there are only 82 bank branches for more than 8 million

people living in Afar, Benishangul, Harari and Gambela (NBE, 2017).

Agent banking is becoming a substitute channel to deliver banking services to the unbanked
society and for people who are located in geographically remote areas. It highly depends on the
use of information technology, specifically the mobile technology. Agent banking permits
financial institutions to serve the disadvantaged and unbanked societies. This technology allows
customers to access their account at nearby agent (retail shops, post offices, supermarkets and
others). The agent provides customers with basic banking services including account opening,
cash withdrawal, fund transfer, cash deposit and other simple services. In return the agent

generates commission for each service it provides (Kanini, 2011).

Most of Ethiopian Commercial banks are using mobile phone technology for notification when

there is a change on customers’ account balance. In addition customers are also able to check
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their balance and make transfers between accounts if both accounts are held within the same
bank (Asfaw, 2015).

The current Mobile banking service is limited to each bank’s network and to use mobile banking,
the customer must have an account within formal (traditional) bank branches, application of
agent banking can avoid such problems because customers can open mobile money account

without going to the formal bank branches and make transfers to any mobile phone subscriber.

Five micro finance institutions from different Ethiopian regions have started agent banking
service, M-BIRR. M-BIRR started its service in September 2015 after three years of pilot testing
and provides simple financial related services, i.e. cash transfer, cash deposit, cash withdrawal
and bill payment. However, compared with neighboring countries, agent banking service in
Ethiopia has lower rate of penetration. It has limited number of customers with partially

available services (Asfaw, 2015).

CBE-BIRR is an agent banking service introduced by Commercial Bank of Ethiopia in
accordance with NBE directive number FIS/01/2012. It was in testing phase from June 2017 to
December 2017 and became live in December 12, 2017. Like other agent banking service
providers, CBE-BIRR customers can transfer money to subscribed or unsubscribed users, deposit
and withdraw cash from agents, buy airtime directly without scratching mobile cards, pay for

goods and services.

Commercial Bank of Ethiopia has more than 1,200 branches in Ethiopia and CBE-BIRR is
taking advantage of this huge number of networked branches to recruit new agents and

customers.

There are different researches done in different institutions on the adoption, challenges and
factors that affects agent banking business in Ethiopia. However, most of the studies are done
before full implementation of agent banking technology and they couldn’t include information
from agents and customers. This research tries to close the gap by participating actively working

agents and customers.

The main aim of this research is to find out the major factors that are affecting the performance
of Agent banking in Ethiopia, the level of agent banking penetration, challenges for Agent
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Banking services in Ethiopia and its prospects. As far as the researcher’s knowledge there are no
researches done on the factors that affect Ethiopian agent banking application by participating

actively working agents and customers.

1.2 Statement of the Problem
Ethiopian population has reached more than one hundred million. This population is highly
distributed across the country and 80.5% of them live in rural areas with poor level of
infrastructure (UN, 2016).

According to NBE, Ethiopian financial institutions (Banks, insurances, Credit associations and
micro finance institutions) are underdeveloped although they are improving in recent years. As
of March 2016, the total number of branches increased by 19.2% and reached 3282. Number of
ATMs deployed has also increased from 1,234 terminals in 2015 to 1,639 in March 2016 (NBE,
2017).

The major problem in Ethiopian financial sector is the unfair distribution of financial institutions
across the country. As mentioned earlier, from the entire bank branches, most of them are located
in Addis Ababa and other cities (NBE, 2017).

On the other hand, in Ethiopia there are 51 million mobile subscribers, which is 50.51% of the
total population and 15 million internet subscribers. In comparison, Africa’s current mobile
coverage reached 74.6% (International Telecommunications Union [ITU], 2016). According to
Kpodar & Andrianaivo (2011), to get the full benefits of ICT implementations (in our case
mobile banking) the penetration rate should have reached at least 40% and as stated earlier
Ethiopia’s mobile coverage has reached more than 50%. However, utilization of mobile
infrastructure to provide financial services like agent banking to the unbanked society is not

growing as expected and it is highly related with growth of mobile phone users (Asfaw, 2015).

This research identifies external factors challenges and prospects of agent banking (mobile

money) services in Ethiopia and it answers the following research questions.

1. How different factors affect the current performance of agent banking service in
Ethiopia?
2. How to determine the level of agent banking service penetration in Ethiopia?
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3. What are the challenges on implementation of agent banking service in Ethiopian

context?

1.3 Objectives of the Study
General Objective

The general objective of this study is to explore the challenges and prospects of agent banking
(mobile money banking) service in Ethiopia.

Specific Objectives

Specific objectives of this study are:
1. to identify the critical factors for the current performance of agent banking in Ethiopia.
2. toassess Ethiopian agent banking service level of penetration.
3. to identify the challenges to implement agent banking (mobile money) service in

Ethiopia.

1.4 Definition of Terms
Additive mobile banking: is an extension of existing banking service and it serves as

complement to access bank account such as ATM and checkbooks.

Agent banking: refers to the conduct of banking business on behalf of a financial institution

through an agent using various service delivery channels.

Agent: is a person engaged in a commercial/business activity and has been contracted by a

financial institution to provide the services of the financial institution on its behalf.
Financial inclusion: is the access of financial services to a certain society at affordable cost.

Financial services: are services offered by financial institutions i.e. bank, insurance,

microfinance and other financial institutions.

Mobile banking: is the delivery of financial services through mobile devices such as mobile

phone.
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Transformational Mobile Banking: is a mobile banking service in which the financial product is

linked to the mobile phone and it is independent from traditional bank account.

Unbanked: refers to a society or person who have never had a bank account and never used

formal financial services.

Under-banked: refers to the person who previously had a bank account but currently s/he is not
using it properly.

1.5 Significance of the Study
Agent banking is a highly growing mechanism of addressing the un-banked society. In addition,
it also has a competitive advantage for financial institutions. Furthermore, agent banking
contributes to the development of financially inclusive economy and it makes financial services

accessible to the society.
This study is important because:

e It identifies the major factors that affect performance of agent banking in Ethiopia.

e It identifies the challenges regarding the development of agent banking in Ethiopia.

e Develops a model that can describe the factors and their impact on the usage of agent
banking.

As a result, this study is essential for regulatory bodies, financial institutions and agents to

improve their way of doing business.

1.6 Scope of the Study
The major focus of this study is the current agent banking (mobile money banking)
implementation practice in Ethiopian financial sector. In this particular study two agent banking
service providers, M-BIRR and CBE-BIRR are included.

M-BIRR is agent banking service initiated by five micro finance institutions from different
regional states of Ethiopia. The institutions are Amhara Credit and Saving institution, Addis

Credit and Saving Institution, Dedebit Credit and saving Institution S.C, Oromia Credit and
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Savings and OMO Microfinance. On the other hand CBE-BIRR is commenced by commercial

bank of Ethiopia to address petty cash holders and the unbanked society.

Agent banking is a broad concept of providing banking service through agents located in the
community. However this service is currently offered with two channels. The first one is more
similar with traditional branch based banking; that means customer must attend the retail shops
to make transaction with their account. The second channel is automated and using this channel,
customers can maintain their account remotely with their cell phone. The major focus of this
study is the second or the automated channel, which enables customers to transact using their

mobile phone.

1.7 Organization of the study
This research paper is organized in five chapters. The first chapter is introduction, the second
chapter includes review of literatures, and the third chapter is about Research design and
Methodology. Result and discussions are presented in chapter four. The last chapter includes

conclusion and recommendation.
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Chapter Two
2. Literature review
Mobile phone technology is showing remarkable growth in Africa. According to ITU (2016),
74% of African population has mobile phone access and this number gets higher in South Africa,
Kenya, Egypt, Gambia and Nigeria. Following this expansion, mobile money banking service
(Agent Banking) emerged. Agent banking provides basic banking services like money transfer,
purchasing goods and services, cash deposit and withdrawal without going to bank branches
(Ngugi et al., 2010).

2.1 Agent banking
According to National Bank of Ethiopia Agent means “a person engaged in a commercial/
business activity and has been contracted by a financial institution to provide the services of the
financial institution on its behalf” and Agent banking means “the conduct of banking business on
behalf of a financial institution through an agent using various service delivery channels”(NBE,

2012).

It is expensive to build access to financial institution branches for people who has small amount
of money to transact. In addition, these branches needs good infrastructure. To overcome this
problem countries and development organizations worked hard to introduce agent banking.
(Dermish et al., 2012).

A banking agent is a retail or postal outlet contracted by a financial institution or a
mobile network operator to process client’s transactions. Rather than a branch teller, it
is the owner or an employee of the retail outlet who conducts the transaction and lets
clients deposit, withdraw, and transfer funds, pay their bills, inquire about an account
balance, or receive government benefits or a direct deposit from their employer
(Chiteli, 2013).

Agent banking is suitable for geographically dispersed population and inaccessible areas, these
characteristics make it successful in Africa and South America.
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2.2 Branchless Banking Models
Agent banking can be initiated and led by different parties based on the state’s laws and
regulations. The well-known agent banking models are based on the institution that initiate the
service and grouped into three categories. These are bank-focused, bank-led and nonbank-led.

In bank-focused model the bank provide its customers with modern and cost effective
technologies like ATM and mobile banking. These services are considered as alternative

channels and cannot replace the traditional branch based banking (Aduda, et al., 2013).

Although banks in sub-Sahara Africa are promoting ATM, the use of bank teller is very
common. For instance, in Ethiopia, 83% of customers use bank teller to withdraw money
(Demirglg-Kunt et al., 2015, p. 19).

In the Bank-led model the bank will engage in recruiting agents that can provide banking service
on its behalf and customers can maintain their account using mobile phone (Aduda, et al., 2013).

The third model is nonbank-led model in which banks will not have direct relationship with
agencies. In this model the bank will serve as safe place to store excess cash and other
organizations like telecom companies have the major role in recruiting agents and promoting the
service (Aduda, et al., 2013). Even though these models are used in different countries, there is
no single best model. But it is believed that telecom companies developed trust and have better

chance to access large number of unbanked people.

2.3 Financial Inclusion
Financial inclusion is providing services of financial institution to the poor and disadvantaged
people with affordable cost. Financial inclusion incorporates different financial services provided
by formal financial institution like saving and credit facilities, insurance and remittances (Dev,
2006).

Financial inclusion and access to financial services are two different concepts. The focus of
financial inclusion is actual usage of financial institutions but absence of usage doesn’t mean
absence of access. There are factors other than lack of access that can limit individuals’ usage of
formal financial institutions; this includes cost, legal and cultural barriers. The effect of these
barriers can be reduced by better policies (Demirglc-Kunt et al., 2015, p.3). According to
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Demirguc-Kunt et al. (2015) 62% of the global adult population has access to financial services,

but still 38% of the world population remained unbanked (Demirglic-Kunt et al., 2015).

Financial inclusion starts with having an account but having an account is not enough. In order to
use all benefits out of it, there should be regular usage. Modern financial technologies like ATM,
mobile& internet banking and Agent banking can ease this task by providing time and cost
effective services. On the other hand accepting various payments through account has also

positive impact on promoting financial inclusion (Demirgic¢-Kunt et al., 2015, p. 2)
Promoting financial inclusion

Government and other private institutions can promote financial inclusion through different
ways. Since government and institutions have a major influence on the society, they can push
their employees and other stakeholders to use formal financial services by applying the following
methods (Demirgli¢-Kunt et al., 2015, p. 11).

Paying wages through account: paying salaries through bank account has benefits for both the
employer, the employee and also for the bank. Companies can reduce cost of hiring dedicated
person to pay salaries of employees and this let them to use their employees effectively. On the
other hand the employee will have the chance to use formal bank account and save money. Last
but not the least; the bank will be benefited through growing number of customers and amount of

deposit.

Encouraging money transfers through account: in most African countries, people use money
transfers from urban areas and abroad as a main source of income. But according to Findex
(2014) in developing countries 14% (270 million) of unbanked adult send or receive money in
cash directly. Encouraging this untapped market to use formal financial services like agent

banking will contribute to the efforts of creating modern and financially inclusive economy.

Collecting bills using electronic payment systems: Several government and private office collect
payment from their subscribers using different methods. Most people in developing countries
like Ethiopia pay their bills in cash. In the year 2013, 30% of both Kenyan and Nigerian adults

paid for utility bills, but there is a huge difference on how they made these payments. In Kenya
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55% of utility payments are made through mobile phone whereas, in Nigerian case 80% of

payments were in cash and only 1% of the payments were through mobile phone.

In order to create financially inclusive environment, the government and other private
organizations should invest on the infrastructures that enable customers to make their bill
payments through mobile phone and other modern technologies.

2.4 Agent Banking practices

Mobile and agent banking in the developed world

In the developed world mobile banking is used to provide additional channel to access formal
bank account and it is known as Additive mobile banking (Tobbin, 2012). Porteous (2006)
identified mobile banking from two perspectives the first one is additive and the second is

transformational (as cited in Tobbin, 2012).

Additive mobile banking serves as alternative way of managing bank account and it enable
customers to check their account balance and make transfer from the account held at formal bank
branches.

In contrast, transformational mobile banking is a mobile money service where customers open
account using their cell phone and it is independent from formal bank account. The major targets
for this service are people who doesn’t have access to formal financial institutions and remain
unbanked due to poor infrastructure development. Transformational mobile banking is expected
to change the lives of people in developing countries and increase their access to financial
services. However, to achieve this goal the society must have access and use of mobile banking

services.

Agent Banking Practice in Ethiopia

In Ethiopia eleven commercial banks and six microfinance institutions have got permission to
provide agent banking service (NBE, 2017). Among these institutions five micro finance
institutions from different Ethiopian regions have started agent banking service, M-BIRR. M-
BIRR provides simple financial related services, i.e. cash transfer and deposit, cash withdrawal
and bill payment. However agent banking service in Ethiopia has lower rate of penetration. It has

limited number of customers with partially available services.
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CBE-BIRR is an agent banking service introduced by Commercial Bank of Ethiopia in
accordance with NBE directive number FIS/01/2012. It was in development phase for long
period of time and became live in 2017. Like other agent banking service providers, CBE-BIRR
customers can transfer money to subscribed or unsubscribed users, deposit and withdraw cash
from agents, buy airtime directly without scratching mobile cards and pay for goods and

services.

Commercial Bank of Ethiopia has more than 1,200 branches in Ethiopia and CBE-BIRR is
taking advantage of this huge number of networked branches to recruit new agents and

customers.

In addition to this, there are a number of agent banking services administered by various
financial institutions, mostly banks. There is also slight difference regarding the channel used to
provide the service. Some banks recruit agents to provide financial services when customers
appear physically and others are using modern technologies like mobile phone, which enables

customers to maintain their account remotely without visiting agents.

Agent banking Practice in Kenya

Different literatures have different information about the emergence of agent banking. According
to Tobbin (2012) it was first introduced in Philippines in 2003 but according to Demirgii¢-Kunt
et al. (2015) South Africa is the first country to have agent banking in 2004 and other scholars
like Ngugi et al., (2010) argued that Kenya is the first. Regardless of its emergence Kenya’s M-
PESSA is the most successful agent banking service provider. M-PESA is introduced by safari
com, the biggest mobile service provider in Kenya. M stands for mobile and PESSA is money in
Swahili. Currently it is providing financial services i.e. cash transfer, payment for goods and

services, salary payment and other services (Ngugi et al., 2010).

After two years of implementation M-PESSA had 8.6 million customers and $328 million
transactions per month. VVodacom, telecom service provider in Tanzania also copied M-PESSA
model to Tanzania but it couldn’t be as successful as it was in Kenya. In Kenya there were 2.7
million customers after one year of operation. However, Tanzanian Telecom Company could

only have 280,000 customers at the same time (Ngugi et al., 2010).
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Kenyan community is slow to adopt other technologies like new technology of farming,

manufacturing, transport and others. But mobile money banking was much successful. Different

researchers tried to identify the success factors that make M-PESSA successful in Kenya(Ngugi
etal., 2010).

Success Factors of M-PESSA in Kenya

According to Ngugi et al., (2010) before the introduction of M-PESSA, 14.3% of Kenyan rural

population was dependent on its urban relatives. On the other side people in urban areas were in

need of cheap and fast way of sending money to their families leaving in countryside. He also

identified the following success factors for M-PESSA in Kenya.

1.

Illiteracy: the un-banked society in Kenya is illiterate to handle all paperwork of
operating formal bank account.

Cost: Kenyan banks require minimum balance and have charges if that amount of money
is not maintained in customer’s account. On average single current account has $19 cost
per month which is not affordable for most people. In contrast M-PESSA has no
minimum balance requirement and has minor charge for money transfer.

Location of banks: while 70% of the population in Kenya lives in rural areas, most of the
bank branches are located in cities.

Big market share of Safaricom: Safaricom has 79% of the country’s telecom market
share, this allows the company to have huge market and to implement modern
technologies easily (no need of migration from other telecom companies).

Sense of ownership: as a home grown technology, Kenyan community has real sense of
ownership. The major challenge in Tanzanian case was the people considered it as

foreign technology and brought to generate income to the telecom company.

Due to these factors M-PESSA in Kenya became successful and could generate 8.6 million

customers within two years.
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Performance Factors of Agent Banking

Business performance can be measured by growth, business expansion and profit. According to
Ombutora & Mugambi (2013) the performance of agent banking is highly affected by five

factors. These are:

Cost of Transaction: since agent banking makes bank services more accessible through agents, it
has cost advantages for customers. Here the cost includes transportation cost and bank service
charges. But most customers did not recognize this cost and this affects the performance of agent

banking.

Rules and regulations: the financial regulation has also a huge impact on the performance of
agent banking. The governing body decides about every aspects and agreements between service
provider, Agent and customers. However, if the regulations are too tight, it may affect the rate of
agent banking penetration in the market.

For instance, National bank of Ethiopia is the regulatory body in Ethiopian financial market and
it regularly controls and instructs financial institutions. Regarding agent banking, NBE has
certain rules than can affect agent banking performance in one way or another. For example
maximum amount of deposit that a customer can have is limited to 25,000 birr and according to
NBE directive no. FIS/01/2012 only financial institutions can provide agent banking service.

Commission: agents and merchants generate commission when customers order withdrawals,
deposits or other transactions and the amount of commission is based on the agreement between
the bank and agent. Whenever the customer have a certain service there will be a service charge
and this charge will be shared to the bank and agent based on the agreed ratio, which in return

affects the motivation and performance of agents.

Transaction time: agents work more hours than formal bank branches and it allow the customers
to use the service whenever they want. In addition, when compared with bank branches it takes

shorter time to make transaction via agents.

Security: most agents are located at the neighborhoods and this minimizes the risk of carrying

cash for longer distance to bank branches.
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2.5 Benefits of Agent banking
Agent banking allows customers to access their account using mobile phone at any time which
promotes flexibility. After full implementation, customers can pay their bills without physically
appearing in offices. Users of Agent banking can make payments using their cell phone while

reducing the risk of carrying cash (Asfaw, 2015).

Agent banking has also many advantages for financial institutions. Through agent banking,
banks can reduce cost involving with operating traditional bank branches and it also gives them
competitive advantage because of its accessibility to the society. Additionally, after creating
awareness of using financial services with agent banking, it will also have positive impact to

banks’ customer base (Asfaw, 2015).

In addition to their cost minimization benefits ICT and mobile banking technologies increase the
market share of microfinance institutions and contribute to their growth through providing

technologies that are reliable, accessible and safe (Kpodar & Andrianaivo, 2011).

2.6 Legal Framework
In Ethiopia every financial institution including banks, insurances, microfinance and other
financial institutions are governed by national bank of Ethiopia (NBE). NBE is responsible to
license and control activities of these financial institutions. In 2012 NBE has developed a

directive called Regulation of Mobile and Agent Banking Services Directives No. FIS /01/2012.

The directive covers almost all issues related with mobile and agent banking service. According
to this directive, only financial institution licensed by national bank of Ethiopia are allowed to
provide this service in geographical boundaries of Ethiopia and with Ethiopian birr only. In

addition, it allows financial institutions to provide mobile banking service through their agents.

There are also limitations stated in this directive, for example the maximum amount that a
customer can have in his mobile account is 25,000 birr and daily transaction of any customer
shall not exceed 6,000 birr.

Another requirement stated in the directive is the technology used to render this service.
According to NBE the system must have the following minimum requirements before starting
operation and institutions must consider the following risks to protect their customers from any

fraud related with the technology.
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e User Risk

o Users should be informed about how to handle and secure their mobile account

with personal identification number (PIN) and other security features.
e Infrastructure and software application risk: the system should have
o Information security standard
o Application error, message type and message handling
o PIN and user authentication
o Financial and non-financial data storage
o Availability of service and backup
o Confidentiality of user information
o Data and transaction integrity
o Maintenance of audit trails
o Sseparation of duties
o Authorization controls
e Communication media risks
o Communication protocol risks
o Data storage risk
o Availability and quality of service
e Agent and third party service provider risks
o Data encryption and message integrity
o Data storage and backup
o Physical and logical access to the system
o Authenticity and uninterrupted communication

e Business continuity plan
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o Auvailability of services
o Disaster recovery site
o Standardize data center
o Redundancy of network communication
o Antivirus protection
e Interface feature of the application

o The system should be interoperable with other systems in any file format.

2.7 Conceptual Framework
In order to be productive, organizations utilize improved way of production and service delivery.
Companies implement different technologies to satisfy their customers and the acceptance of

these technologies highly depended on customers’ perception towards that technology.

There are different models that describe the relationship between social, environmental,
technological and other factors and individual’s intention to use new technologies. Some of the

technology acceptance models are discussed below.

Theory of Reasonable Action (TRA)

Theory of reasonable action (figure 1) is developed by Fishbein and Ajzen in 1975. It is one of
the well-known models and it shows the determinants of human behavior. According to this
model, behavior is the result of individual’s attitude and belief and it is affected by behavioral

intention. At the same time behavioral intention is determined by attitude and subjective norms.
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Behavioral
Intention

Subjective
Norms

Figure 1: Theory of Reasonable Action (Gentry & Calantone, 2002).

Attitude: is individual’s evaluation of an object whether it is favorable or not.

Subjective norm: refers to approval or disapproval of a certain behavior by immediate or

important members of the community i.e. peers (Gentry & Calantone 2002).

Theory of Planned Behavior (TPB)

Theory of planned behavior (figure 2) is developed in 1991 by Ajzen to avoid the weakness of
theory of reasonable action. It is the same as theory of reasonable action but it has one additional

component, perceived behavioral control.

Perceived behavioral control is users’ perception of the ease or difficulty of performing a given

behavior and it varies through different situations (Gentry & Calantone, 2002).
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Figure 2: Theory of Planned Behavior (Gentry & Calantone, 2002).

The major weakness of both models (TRA and TPB) is these models are affected by
environmental factors and both models are highly affected by social factors, which has
insignificant impact on the study of users’ acceptance of certain technology used for personal
consumption. Subscribing for agent banking service is fairly personal decision that doesn’t affect
the community. In addition for researchers focused on technology acceptance it is very hard to
study social factors (Gentry & Calantone, 2002).

On the other hand TAM has two clear constructs, perceived usefulness and perceived ease of use
and it can be used in different situations and it is suitable for studying acceptance of technology

that are used for personal use (Gentry & Calantone, 2002).

Technology Acceptance Model (TAM)

Technology acceptance model (see figure 3 and 4) came to existence in 1986 by Fred Davis in
his doctoral dissertation. It is designed to model human’s acceptance towards information
technology. The original version of TAM is focused on two elements, perceived usefulness and
perceived ease of use. Perceived usefulness is individual’s subjective thinking that the system

will improve his activities(Lai, 2017).Perceived usefulness (PU) can be measured by
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performance increase, productivity increase, effectiveness, overall usefulness, time saving and
increase job performance (Tobbin, 2012).

On the other hand perceived ease of use means user’s thinking towards certain system is going to
be easy to apply. It can be measured by ease of control, ease of use, clarity and flexibility to use
(Lai, 2017) and (Tobbin, 2012). TAM also recognized other external factors that can affect

user’s perception of a new system (Lai, 2017).

Perceived
Usefulnes
External Attitude Intention Actual
Variables towards to Use usage
use
\ Perceived /
Ease of Use

Figure 3: The first Technology Acceptance Model (Lai, 2017).

Final version of technology acceptance model (TAM) was introduced in 1996 after the finding
that perceived usefulness and perceived ease of use have the same and direct influence on
“attitude towards use”. As a result “attitude towards use” was removed from the earlier model
(Lai, 2017).

Perceived
/ Usefulness \
Behavioral N Usage
External ) > .
) Intention Behavior
Variables
\ Perceived /
Ease of Use

Figure 4: The revised and final version of Technology Acceptance Model (Lai, 2017).

Technology acceptance model was updated in 2000 and 2008 as TAM 2 and TAM 3 respectively

to encounter the weaknesses of TAM in relation to its descriptive power. In TAM 2 different
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determinants are added to “perceived usefulness” and “intention to use” constructs and tried to

figure out if the added determinants have influence on users’ perception to use the system (Lai,

2017).

Technology acceptance model version 3 (TAM 3) was introduced to overcome the problem of
TAM 2. TAM 2 focuses only on determinants of perceived usefulness and usage intention but
TAM 3 added determinants to perceived ease of use and usage intention. TAM 3 incorporates the

entire network of determinants of users’ information technology system adoption (Lai, 2017).

TAM is criticized because it basically focuses on cause and effect analysis and doesn’t consider
other social and cultural factors, i.e. if a certain system is perceived as useful and ease for use,
users will have intention to use the system (Tobbin, 2012). But for systems that are designed for

personal use, social determinants will have insignificant influence on the user (Lai, 2017).

In conclusion, technology acceptance model is best fit to study the factors that determines users’
technology acceptance. Different studies show that technology acceptance model can be used in
different research areas. According to Lai and Zainal (2014; 2015) (as cited in Lai, 2017)
technology acceptance model is more capable and suitable in comparison with TRA and TRB.

Since technology acceptance model is favorable to study users’ behavior towards new

technologies, the researcher used this model for this specific study.

Study Model

The model (figure 5) is developed based on the technology acceptance model of Davis (1985)
and Tobbin (2012) but external variables (cost of using banks, Actual benefits, Illiteracy,
Awareness, Mobile network quality, Trust to the bank, trust to agent, trust to the technology,
Performance and financial risk) are identified based on the data collected from the participants
and they have impact on the major five factors (PEF, PU, PEOU, PT PR).

Advertisement has a direct effect on the usage intention. Customers may have enough awareness
about agent banking but detailed information must be provided starting from where to register,
how to register, what the requirements and the actual benefits are.
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On the discussion with head of mobile and agent banking department at M-BIRR, he stated that

they have tested the impact of advertisement on customers’ and agents’’ initiation. However,

advertising this service requires huge finance which is not affordable by many microfinances.

Cost of banks/ Ba% Perceived
Cost reduction Economic Factor

Actual benefits

Accessibility of Agent banking

Importance of Agent Banking

Perceived
Usefulness

Agent banking service speed

Agent banking service efficiency

Ease of use

Complexity of Age
banking Application

Usage
Intention

\ 4

banking applicat

ion

Perceived Ease
nt of Use

Effort required to operate agent

Reliability on Banks

Perceived

Trust to Agent

Trust to Technol

ogy

7 Trust

Vulnerability to Errors .
> Perceived
Vulnerability to Hackers

Risk

Actual Use

As a result, the following hypothesizes are derived from the study model (figure 5):

Figure 5: Study Model (adopted from Davis, 1985 & Tobbin, 2012)

H1: Bank charge and cost reduction has a positive impact on actual usage of Agent banking

service.

H2: Actual benefits, service efficiency, service speed, Importance of Agent Banking and

Accessibility of Agent banking has positive impact on actual usage of Agent banking.

21|Page




H3: Ease of Use has a positive impact on actual usage of agent banking.

H4: Effort required to operate agent banking application and Complexity of the Application has a
negative impact on the actual usage of Agent banking.

H5: Trust to the bank/service provider, Trust to agents and trust to the technology have positive
impact on the actual usage of Agent banking.

H6: Vulnerability to Errors and Vulnerability to Hackers have negative impact on the actual
usage of agent banking.

2.8 Related Studies
Agent banking is a recent financial technology but there are a lot of researches done on different
issues and factors related to agent banking and some of the researches are discussed in this

section.

There is a research done by Tobbin (2012) in Ghana on the factors that can affect the acceptance
of Agent (mobile money) banking among the rural societies. Mobile money banking is
introduced in Ghana in 2009 by the telecom company MTN but it is still strange to the Ghanaian

farmers.

The participants for their study were selected from three rural communities and the total number
of participants was 97 inhabitants that are organized into eight focus groups. The average
distance between each community and the formal bank branches is 5km. The experience of
participants regarding mobile money services is very low, only 3% of them have used mobile
money banking. 85% of the total participants have never had a bank account and according to

them the major reason is lack of surplus money.

In addition to the original TAM constructs (perceived ease of use and perceived usefulness), the
researcher figured out two major factors that are affecting the acceptance of new technology
specifically, mobile money banking in the rural areas of Ghana. According to Tobbin (2012) the

two major factors resulted from this study are perceived economic factor and perceived trust.

Perceived Economic Factor (PEF): is about the amount of surplus money. Participants had

wrong perception regarding saving. Obviously some banks require initial deposit to open
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account, but it doesn’t mean customers’ must have a lot of money and regular source of income
to open saving account. But the participants have no idea about how much money is required to
open bank or mobile money accounts. In general, lack of surplus money has a negative impact on

the users’ intention to use agent (mobile money) banking.

Perceived Trust (PT): the trust construct incorporates participants’ level of trust to the new
technology, telecom companies (MNO’s) and agents. Trust to the technology is highly depended

on the network fluctuation and complexity of the application interface.

Since mobile network operators are working with participants for longer period of time, they
trusted MNOs more than banks. The more people are illiterate, the more they trust MNOs.
Finally trust to agents is built up on the relationship between users of the agent (mobile money)
banking service and the owner of small business (agents). Another result from this study showed

that age and gender has impact on users’ perception that the system is easy to use.
In conclusion, the researcher, Tobbin (2012) came up with the following findings:

e Perceived economic factor (PEF) has a significant and direct effect on the intention of the
rural unbanked to adopt mobile banking services.

e Perceived Usefulness has a significant and direct effect on the intension of the rural
unbanked to adopt mobile banking services.

e Perceived Ease of Use has a significant and direct effect on the intension of the rural
unbanked to adopt mobile banking services.

e Perceived Trust has a significant and direct effect on the intension of the rural unbanked
to adopt mobile banking services.

e Perceived Usefulness of the rural unbanked is determined by the level of convenience
and affordability derived from mobile banking services.

e The age and gender of the rural unbanked affects their perceived ease of use of mobile

banking services

Another research was done by Elfagid Aregahegne in 2015 on the challenges and prospects of
mobile and agent banking. In this research the researcher tried to assess Ethiopian mobile and

agent banking practice at that time.
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According to Aregahegne, (2015) the challenges of mobile and agent banking service includes
low level of ICT and road infrastructures, limited number of agents in rural areas and educational
level of both customers and agents. On the other hand he also indicates possible prospects for
this emerging technology these includes, untapped potential market, agent banking support banks
to increase their market share and number of customers. Favorable political, social, technological
and economic conditions and the growth of mobile penetration are also considered as prospects

for Ethiopian agent banking.

As Aregahegne, (2015) clearly mentioned on his paper the following are limitations faced while
he was conducting his research. The study only participate financial institutions and regulatory
bodies (NBE and MOEFED). But the study did not include the major players i.e. Agents and
actual users of the system because there was no actual agent banking service launched at that
time. The other limitation of this study was it didn’t incorporate the development, initiation and
expansion stages of the technology. Finally the research is more concentrated on the challenges

of adopting agent banking.

Barriers and drivers of adoption of agent banking innovation in Ethiopia is another research
studied by Gugsa (2015). In this research, the data was gathered from four commercial banks and

the collected data is analyzed using descriptive statistics.

The researcher combined Technology-Organization-Environment (TOE) and Technology
Acceptance Model (TAM) framework to describe the effect and relationship of factors on the
adoption of agent banking in Ethiopia.

Gugsa (2015) identified several external barriers to the development of agent banking in
Ethiopia, such as lack of legal framework, under developed ICT infrastructure including poor
network connectivity, lack of competition among banks, lack of sufficient government support

and customer trust towards the service.

Lastly, the researcher recommended that, the central bank should prepare and issue legal
framework that govern agent banking. In addition, the government has to support the banking
sector by developing ICT infrastructure for successful implementation of agent banking. On the
other hand banks should work on technology based competition to increase their number of

customers, participate in awareness creations and making the system easy for use.
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Mola (2016) has also studied the factors that influence the adoption of agent banking in
Ethiopian private banks, (i.e. Dashen Bank, United Bank and Lion International Bank). In this
research conceptual framework is developed based on innovation theory, agency theory and

porter’s competitive theory.

According to Mola (2016), factors that affect the adoption of agent banking in Ethiopian banks

are technology, demography, competition, regulation, consumer behavior and untapped market.

The researcher also discussed the benefits of agent banking to the banks that includes
competitive advantage, widen customer base and better accessibility. Finally the researcher
recommends banks and regulatory bodies to work on the untapped market while minimizing the
risk associated with the technology.

As a research the above discussed studies have their own limitations and gaps. While this
research fills these gaps, it also discusses some of their limitations. One of the major weaknesses
of these studies is most of them are done before the actual implementation of agent banking in

Ethiopia. As a result, they couldn’t include important data from agents and customers.

Since the banking industry has very similar environment it is better to focus on customers and

agents to address the factors, challenges and prospects of agent banking implementation.

According to Gugsa (2015), one of the challenges in Ethiopian agent banking business is lack of
legal framework. However, NBE’s directive of agent and mobile banking is approved in 2012
and it covers all issues related with agent banking starting from document requirement to

technology requirement and technology requirement.
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Chapter Three
3. Research Design and Methodology

3.1 Research design
Research design is blue print of research and it shows the overall activities including data collection,

sampling, data analysis and other aspects of a research (Bhattacherjee, 2012).

Based on their scientific objective researches are classified as positivist or interpretive. Positivist designs
are used for theory testing and their aim is generalization. Whereas interpretive research designs focuses
on theory building and interpret to the actual phenomena. Under both research designs there are several

other specific research designs (Bhattacherjee, 2012).

According to Bhattacherjee (2012) researches are also grouped as Explanatory, Descriptive, and
Exploratory on the basis of the research purpose. Exploratory research is suitable to study complex
situation. Unlike explanatory research, that emphasizes on cause and effect analysis. Exploratory

research focuses on the why and how part of the particular condition.

For this research the researcher followed mixed research approach and used case research (case study).
Case study can be used for both qualitative and quantitative researches (Bhattacherjee, 2012). In case
research, the researcher apply different mechanisms of data collection like interview, questionnaires,
review of secondary data and observation to gather both quantitative and qualitative data about the
situation (Greener, 2008).

3.2 Variables

Dependent variable

In this study the dependent variable is actual use. The result of actual use highly depends on independent
variables discussed below (Table 1). Generally the four major variables that affect actual use are
Perceived Economic factor, Perceived Usefulness, Perceived Ease of use, Perceived Trust and Perceived
Risk.

Independent variables

Independent variables are selected based on detailed review of literatures (see Table 1). According to
scholars, in addition to factors described in Technology Acceptance Model (TAM) there are additional
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factors that can affect usage of agent based mobile banking. These factors are perceived economic factor
and perceived trust. There are also other factors that affect these factors for instance perceived economic

factor is affected by income of the user and costs related to the usage of mobile money banking.

Perceived economic factor refers to the effect of availability of excess money on the adoption of mobile
banking. Many people think that they should have surplus money to use bank account generally and
mobile banking specifically (Tobbin, 2012).

According to Tobbin (2012) people in developing countries attached their being unbanked to lack of
enough money and they don’t have the right information about the amount of money required to open

bank account. In general Economic factor is about perception rather than reality.

Table 1: Independent variables

Independent Variables
Perceived Economic Factor |Cost of using formal bank account

Perceived Usefulness Actual Benefits
Literacy
Perceived Ease of Use Awareness

Mobile network quality
Trust to the bank
Perceived Trust Trust to the agent
Trust to the technology
Performance Risk

Financial Risk
Source: Davis (1985), Tobbin (2012) & Research Data

Perceived Risk

3.3 Sampling techniques
In research there should be a method of selecting participant and this can be done in two ways. If the
research population is small, all subjects can be taken as participant. This is called census and it is not
practical for most researches. In order to save time and cost we should select representatives from the

entire population and this technique is known as sampling (Dawson, 2002).

In general sampling can be classified as probability sampling and purposive sampling. In probability
sampling every member of the population have equal chance and it applicable for generalization.
However in purposive sampling, the major objective is description not generalization and researcher

selects participants on purpose of describing some characteristics (Dawson, 2002).
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Since statistical sampling is not applicable for case research, for this study the researcher used
theoretical sampling because the main focus of this research is not generalization, rather building
theories. This technique allows the researchers to choose sample based on the emerging theories through
his observation or interview (Dawson, 2002).

The population of this study is customers of commercial bank of Ethiopia who are active users of
additive mobile banking (mobile banking service which is linked with bank account) and it is

characterized by high degree of homogeneity.

Purposive sampling is used to select participants for the questionnaire for two reasons. The first reason
is the aim of this study is not generalization rather developing a theory that can describe factors that are
affecting agent banking performance. Secondly as stated earlier the population is highly homogeneous.
The questionnaire is distributed to five CBE branches. These branches are Mexico, Mekanisa,

Sengatera, Finfinee and Temenja-yaj.

For the interview, two concerned employees from each service providers (M-BIRR and CBE-BIRR),

four CBE-BIRR and three M-BIRR agents are selected purposively.

3.4 Data collection
In this study the researcher used different data collection methods and these methods include Interview,

observation, semi-structured questionnaires and secondary data from documents.

Even though seven service providers have got license to engage in agent banking service currently their
working environment is the same. M-BIRR and CBE-BIRR are selected for this study. The major reason
to select these two organizations is based on their different background, M-BIRR is among the first
companies to start agent banking and faced a lot of challenges. As a result, it has a major contribution
for this research. On the other hand CBE-BIRR is new project from commercial bank of Ethiopia that
began service in 2017 with strong financial support and other resources. In addition CBE-BIRR has

learned from other institutions that started the service earlier.

The questionnaire and interview used in this study is based on the identified independent variables and it
is adapted from the study of Kabir (2013) on Factors influencing the usage of mobile banking: Incident

from a developing country. World Review of Business Research, 3(3), 96-114 and based on the research
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done by international finance corporation (World Bank group) on the usage of mobile banking. The

questionnaire incorporates thirty five questions.

The questionnaires are distributed in two ways, the first one is through online system using Google
forms and hard copy is also used for participants who have no access to internet. In order to make the
questionnaire understandable for all participants it is translated to Amharic for respondents who cannot

read English (Appendix II).

Semi-structured Interview is used to collect data from both M-BIRR and CBE-BIRR employees. The
interview includes sixteen major questions and there are also other questions raised during the interview.
Moreover additional data is collected from the agents using semi-structured interview and it has twelve
questions used as a guide to stimulate the discussion.

3.5 Data analysis and Interpretation
According to Creswell (2014) data analysis is “studying the organized material in order to discover
inherent facts. The data are studied from as many angles as possible to explore the new facts”.
Depending on the nature of the collected data, data analysis can be done in different ways. Analysis of
Qualitative data such as interview or focus group transcripts is highly dependent on researcher’s
interpretation skills, knowledge and the research context. However, quantitative data analysis is based

on statistics and independent of the researcher (Bhattacherjee, 2012).

In this study the questionnaire is distributed through Google forms and in printed format. Online filled
questionnaires are automatically analyzed with Google forms and it provides the results in tables and
graphical representations. On the other hand printed questionnaires are analyzed using SPSS V20.0 and
Excel.

The analyzed data is interpreted and presented in graphical representations and frequency distribution
tables. Qualitative data gathered through interview and observation is discussed in relation to each factor

that affects actual usage of agent banking.

3.6 Reliability and validity of the study
In scientific research triangulation is one method of ensuring reliability, the researcher should use

different methods of data collection from different sources. The same question might be asked in
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different expression or the same data might be collected using different methods i.e. questionnaire and

interview or other methods (Jonker & Pennink, 2010)

In this study the researcher tries to triangulate the collected data in different ways. As you may see from
the questionnaire (Appendix I) used, the same questions are asked in different statements. In addition to
the responses from participants during the questionnaire and interview, the researcher had the chance to

observe actual activities and communications between customers and service providers.

Another measure of reliability in qualitative study is saturation. Saturation can be defined as the level at
which the possibility of finding or collecting new information has become extinct (Jonker & Pennink,
2010). Based on this concept extensive interview sessions are made with agents and service providers.
However, the chance of getting new information from the interviewees was highly diminishing and

became almost the same.

Validity in qualitative study can be checked using various techniques i.e. spending “prolonged time”,
“peer debriefing”, “triangulation” and “member checking” are among the techniques to check validity in
qualitative study (Creswell, 2014). Some techniques like “prolonged time” require the researcher to

spend longer time with the participants of the study.

In this research “peer-debriefing” and “member checking” are used to check the validity of the result.
The combined draft of the result is reviewed by the two companies’ experts who were involved in the

data collection stages of this study.

In order to check the appropriateness and understandability of the questionnaire pilot testing is used. The
pilot test includes ten respondents from CBE, Mekanisa branch. Reliability of questionnaires used in
pilot test results cronbach Alpha 0.725 whereas the final questionnaire distributed has reliability of
0.802. According to Tavakol & Dennick (2011), acceptable value of Alpha is ranging from 0.70 to 0.95.
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Chapter Four
4. Result and Discussion
In this chapter data representation, analysis and interpretation are discussed. In this section response
rate, demographic data of respondents, Perceived Economic factor indicators, Perceived usefulness
indicators, Perceived ease of use indicators, Perceived trust indicators and Perceived risk indicators are

discussed.

Finally, the researcher developed a model that can describe the relationship and impact of identified

factors on the actual usage of agent banking in Ethiopia.

4.1 Response rate

Table 2: Response rate

Respondents |Distributed |Collected|Percentage %
Customers 150 144 96%
Total 150 144 96%

Source: Research data

This section described the response rate of the distributed questionnaires. As showed in table 2 a total of
150 questionnaires, (120 questionnaires are distributed through Google forms and the remaining 30
questionnaires are in printed format) are prepared. From 150 questionnaires, 144 questionnaires are

filled and returned but 6 questionnaires are not returned and excluded.

4.2 Demographic Data of Respondents

Respondents Age

Table 3: Respondents age

Age (years) [Frequency [Percentage %

18 to 30 59 41%
311045 60 42%
46 to 60 22 15%
Above 60 3 2%
Total 144 100%

Source: Research data

In demographic data age (see table 3), income (see table 4) and educational level of respondents (see
table 5) are included. Based on the collected data 59 or 41% of the respondents are between the age of
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18 and 30 years, 60 (42%) of the respondents are adults whose age is between 31 and 45 years and the
remaining 22 (15%) and 3 (2%) are between the age limits of 46 to 60 and above 60 respectively.

Respondents’ Income

Monthly Income (in birr)

below 1,000, Over 10,000,
5% 14% 8,001 to

10,000, 8%

1,000 to
3,000, 11%

5,001 to

3,001 to 8,000, 27%

5,000, 35%

Figure 6: Respondents’ Income

Even though income and savings are related to each other, higher level of income can’t imply higher
level of saving. According to Tobin (2012), the main reason that his respondents were not using agent
banking was lack of surplus money. But making the existing transaction using mobile phone does not

need additional amount of income.

As table 4 and figure 6 showed that from the total respondents 20 (14%) have monthly income of over
10,000 birr, 11 (8%) of the participants earn monthly income of birr 8,001 to 10,000, 39 (27%)
participants have monthly income of 5,001 to 8,000 birr monthly, 51 (35%) and 16 (11%) of participants
get 3,001 to 5,000 and 1,000 to 3,000 birr monthly. From the whole participants only 5% of them make
below 1,000 birr per month.
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Table 4: Respondents income

Monthly Income (in birr) |Frequency |Percentage (%0)

Ovwver 10,000 20 14%
8,0001 to 10,000 11 8%
5,001 to 8,000 39 27%
3,001 to 5,000 51 35%
1,001 to 3,000 16 11%
below 1,000 7 5%
Total 144 100%0

Source: Research data

Respondents Level of Education

Educational Background

Degree and Primary

above, 27% School, 6% Secondary

School, 18%

Technical
School, 15%

College
Diploma, 33%

Figure 7: Respondents’ Educational Background

Many researches showed that literacy highly affects the performance of agent banking. Participants of
this study are educationally composed of 6 % primary, 18% secondary, 15% from technical School, 33%

diploma and 27% degree or above (see table 5).
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Table 5: Educational Background of Respondents

Educational level |Frequency |Percentage (%6)
Primary School 9 6%
Secondary School 26 18%
Technical School 22 15%
College Diploma 48 33%
Degree and above 39 27%
Total 144 100%

Source: Research data

4.3 Perceived Economic factor

Affordability of Agent banking service

Agent banking is Expensive

Neutral, 65%

Disagree, 15%

Strongly
Disagree, 14%

Being expensive is a subjective concept; it depends on the income, attitude and other factors related to
the person. From table 6 we can understand that only 7% of the respondents have said agent banking is
expensive but 29% of the respondents agreed that agent banking service is not expensive. On the other
hand 65% of the participants chose to be neutral, which showed that majority of the participants have no
information on the issue. Based on the study of Lietz (2008) respondents tend to choose middle point or

neutral, when there is no “don’t know” option and they don’t have enough information about the

question.

According to head of mobile and agent banking department at Addis Saving and Credit Institution (M-
BIRR), there is no fee to open and maintain mobile money account. But there is a slight service charge

for money transfer based on the amount of money transferred.
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In contrast, manager of mobile money department at CBE-BIRR stated that in order to promote this
service, currently there is no charge to open and maintain mobile money account and even it’s free to

transfer money. However, agents under both service providers earn commission per every transaction.

Table 6: Perceived Economic Factor Indicators

Response Frequency |Percentage (%)
Strongly Agree - -

Agree 10 %
Neutral 93 65%
Disagree 21 15%
Strongly Disagree 20 14%
Total 144 100%

Source: Research data

Cost of using banking service

Cost of using banking Service

Expensive, 6%

Very Cheap,

0,
37% Fair, 34%

Cheap, 24%

Figure 9: Perceived Economic Factor Indictors (CUBS)
According to the collected data (see table 4) 51% of the respondents have monthly income of below birr
5,000 but for the question whether bank service charges are expensive or not, 34% and 53% of the
respondents said that it is cheap and very cheap respectively. 49% of the respondents consider the bank
service charges are fair (see table 7).
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Table 7: Perceived Economic Factor Indicators (CUBS)

How do you determine the cost of using banking service?

Response Frequency Percentage (%0)
Expensive 8 6%
Fair 49 34%
Cheap 34 24%
Very Cheap 53 37%
Total 144 100%

Source: Research data

4.4 Perceived Usefulness

Percieved Usefulness Indicators

120%
100%

80%

60%

40%

20%

0% -
Agent banking is Agent banking Agent banking Agent banking is Agent banking is Agents are more

practical helps to reduces cost faster than important. accessible than
complete regular banking bank branches.
banking tasks service.
quickly

Figure 10: Perceived Usefulness Indicators
Questions under perceived Usefulness section are about customers’ perception towards the benefits of
Agent banking. As indicated in table 8 among 144 participants 11 (8%) of them believe that agent
banking is actually useful / practical. Since the major aim of agent banking is to provide banking service
at convenient locations, 110 (76%) of the respondents have agreed that agent banking helps customers to

complete banking services quickly.

Banking services has related cost like transportation cost especially in rural areas, where bank branches
are not accessible. Safety is also another concern when bank branches are not located to near the
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customers. According to participants’ response, 130 (90%) of them believed that agent banking reduce

these expenses.

It is known that Agent banking has various benefits especially for developing countries like Ethiopia. As
repeatedly stated, it enables to provide accessible financial services with minimum cost. Even though the
service is not well implemented and available, from the total respondents 69% and 84% of them believe
that agent banking is faster than regular banking service and it is more accessible than regular banking

branches respectively.

One of the major factors that affect accessibility of new technology is language. Based on my
observation and the information gathered from experts at both organizations (CBE-BIRR and M-BIRR),
the service providers tried to make the service available in different languages. Currently CBE-BIRR
has six language choices i.e. Amharic, English, Afaan Oromoo, Tigrigna, Somali and Afar. Whereas, M-
BIRR is providing its services through four languages i.e. English, Amharic, Tigirigna and Afaan
Oromoo. However, to use this service, customers must know how to read and write one of the available

languages and this can be considered as major challenge regarding accessibility.

Table 8: Perceived Usefulness Indicators

Indicators Frequency |Percentage (%0)
Whether agent banking is practical 11 8%
Whether Agent banking helps to complete banking tasks quickly 110 76%
Whether agent banking reduces cost 130 90%
Agent banking is faster than regular banking service. 100 69%
Agent banking is important. 141 98%
Agents are more accessible than bank branches. 121 84%

Source: Research data
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4.5 Perceived Ease of use

Perceived Ease of Use Indicators

100%
80%

60% -

40% -

20% -

0% -
Agent banking is easier than Agent banking application  Agent banking requires
using banks. or process is complex. minimum effort to operate.

Figure 11: Perceived Ease of Use Indicators

Banking sector in Ethiopia is at its developmental stage in terms of technology and distribution
compared with other countries. But recent technologies like core-banking, ATM, mobile banking and

other services make it more accessible and easy.

As shown in table 9 and figure 11, 70% of the participants recognized that agent banking is easy and
85% of them believed that it only needs minimum effort to operate. Though 13% of the respondents said
the process of making transactions is complex, the process is more like recharging mobile balance or
sending air time to other people however, the process has a bit longer steps. For instance with CBE-
BIRR, making money transfer needs five easy steps and it will take less than a minute with good

telecom network.

Table 9: Perceived Ease of use Indicators

Indicators Frequency |Percentage (%)

Agent banking is easier than using banks. 101 70%
Agent banking application or process is complex. 18 13%
Agent banking requires minimum effort to operate. 123 85%

Source: Research data
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4.6 Perceived Trust

Perceived Trust Indicators

95%
90% -
85% -
80% -
75% -
70% -
65% -

R

Putting money in banks is safe. Agents who provide agent Agent banking system is
banking service are reliable.
trustworthy.

Figure 12: Perceived Trust Indicators

As it is presented in table 10, 132 (92%) of the participants agreed that putting money in banks is safe
and 112 (78%) of them have trust on agents. In addition 111 (77%) of the respondents have positive
attitude regarding the system reliability of agent banking (see figure 12).

NBE directive number FIS/01/2012 has given high emphasis on the financial safety of customers’ and it
discussed details of requirements that any financial institution who is interested in agent banking
business should follow. According to the directive, the financial institution is responsible not only for its

action but for its agents too. Some issues discussed in the directive include:

Financial institutions must provide training about prevention of money laundering and terrorist financing

and shall ensure their agents comply with proclamation number 657/2009.

Financial institutions must have a written agreement with the agents and must provide the certificate of

agency and should check the following requirements are met:

a) The business should be well established and have known source of fund.

b) The business must have good infrastructure and human resource.

c) The agent should bring police certificate that can insure the agent has never engaged
criminals related with finance, fraud, honesty or integrity and has acceptable reputation.

d) Audited financial statements for at least the last one year.

e) Liquidity capacity of the agent to make transactions should be checked and other matters that
affect the service should be checked.
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Table 10: Perceived Trust Indicators

Indicator Frequency |Percentage (%)

Putting money in banks is safe. 132 92%
Agents who provide agent banking service are trustworthy. 112 78%
Agent banking system is reliable. 111 77%

Source: Research data

Participants of this study were asked about their criteria to trust agents. The result indicated that 62
(43%), of the respondents chose the experience of the agents in this service and 30 (21%) of them prefer
to trust agents based on the bank they are working with while 42 (29%) of the participants trust agents
based on their intimacy with the agent. 10 (7%) of the respondents have their own criteria like owner’s

past crime records and the agent’s business success (see table 11).

Table 11: Perceived Trust Indicators

What is your Criteria to Trust Agents?

Indicator Frequency |Percentage (%0)
Experience in Agency banking business. 62 43%
the bank they are working with. 30 21%
Intimacy with the agent. 42 29%
other 10 7%
Total 144 100%

Source: Research data

4.7 Perceived Risk

Perceived Risk Indicators

30%
25% -
20% -
15% -
10% -
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Agent banking is vulnerable to errors. Agent banking vulnerable to hackers.

Figure 13: Perceived Risk Indicators
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Perceived risk is one of the major factors for mobile and agent banking technology. According to
Nganga & Mwachofi (2013) financial technologies has performance and financial risk. Performance risk
IS expectation of losing access to the service when the user is in need and financial risk is uncertainty

related with losing in funds because of fraud.

The collected data summarized in table 12 stated that, 41(28%) of the respondents perceived that agent
banking is vulnerable to errors as well as 22(15%) of them believe agent banking is vulnerable to

hackers attack.

In order to reduce both financial and performance risk National bank of Ethiopia has exhaustively listed
security requirement that financial institutions must follow. According to both experts at M-BIRR and

CBE-BIRR there is no fraud attempt reported until the date of interview.

Senior reconciliation officer of CBE affirmed that, his company treats the agent banking system equally
with the bank’s core-banking system and information security department is responsible to monitor it.

Regarding vulnerability to errors, most customers’ concern is if they wrongly transfer money to

unintended person, | discussed this issue with experts at CBE-BIRR and M-BIRR.

Manager of mobile money at CBE-BIRR explained that this issue is one of their challenges nowadays
and they have built a method to reverse such transactions. Thus when a customer report such incident to
the agent, the agent forward the case to the CBE branch and if the branch consider the claim is genuine

it will write a formal letter to the CBE-BIRR department and they will take appropriate measures.

In the case of M-BIRR, reversal of wrongly transferred money is a bit harder. As head of mobile and
agent banking department at M-BIRR explained, when customers report such kind of transactions, first
they check if the recipient is M-BIRR user or not. If the recipient is M-BIRR user the only way they can
reverse the transaction is with his/her consent, otherwise it is impossible. But if the recipient is
unregistered to M-BIRR they will reverse the transaction automatically before the recipient withdraws

the money.
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Table 12: Perceived Risk Indicators

Indicator Frequency [Percentage (%0)
Agent banking is vulnerable to errors. 41 28%
Agent banking is vulnerable to hackers. 22 15%

Source: Research data

4.8 Actual use

Actual use

/

Active Users,
21%

non-users,
64%

inactive

Users, 15%

Figure 14: Actual Usage of Agent Banking
Actual usage of Agent banking is affected by the above discussed factors. Tobbin (2012) identified five
factors that are perceived economic factor, perceived Usefulness, perceived Ease of use, Perceived trust
and perceived risk. Basically these factors are adopted from technology acceptance model developed by
Fred Davis in1985.

As table 13 indicates, from the total participants, 52 (36%) are using the agent banking service but 92
(64%) of the respondents have never used agent banking. However even from the registered 36 % of
users only 21% of them are active user while 15% of the users are registered for the first time but they

are not actively using the service.

CBE’s senior reconciliation officer also indicated that the total number of CBE-BIRR users is 423,545
as of April 14, 2018. Among these users only 277,339 are active users and the remaining 146,206

(34.5%) customers are inactive users.

Several factors and challenges have been raised from service providers, agents and customers for this

poor performance of agent banking service.
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Table 13: Actual Usage of Agent Banking

Indicators Frequency |[Percentage (%0)

Active Users 30 21%
inactive Users 22 15%
non-users 92 64%
Total 144 100%0

Source: Research data

Base on the collected data and analysis the model (figure 5) is developed and it show the major factors

that affect the agent banking performance in Ethiopia.

4.9 Factor Analysis
In order to test the theoretical model, Partial Least Squares (PLS) model is used in two different stages
to analyze the relationship between the observed items and the constructs. The first stage is
measurement model and it examines the relationship between the observed items (external variables)

and the factors or constructs (Bhakar, et al., 2012).

Measurement model is tested through validity and reliability. It checks whether the right measures are

selected to describe the relationship in the model (Bhakar, et al., 2012).

On the other hand the second stage, Structural model evaluates the relations between latent constructs
(major variables). Structural model can be tested by analyzing path coefficients between the constructs.

Predictive ability of a given model can be shown by path coefficients (Bhakar, et al., 2012).

In Partial Least Squares (PLS) model there two types of measures, reflective and formative measures.
The major difference between these two measures is that, in reflective model constructs causes variance

in its reflective indicators while formative indicators cause variance in the construct.

In addition, indicators in reflective measure are related and interchangeable. Omission of single
indicator does not have major impact on the result its construct. However, indicators of formative

measure are mostly independent of each other and cannot be used interchangeably.

According to Cenfetelli & Bassellier (2009), formative measure is suitable to study cause and effect
analysis and identify the impact of each indicators on the construct. Interpretation of Formative measure
should not only be rely on the analysis of significant weights, rather it should be interpreted through
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multicollinearity test, number of indicators, possible co-occurrence of negative and positive indicator
weights, the absolute versus relative contributions made by a formative indicator and nomological

network effects.

Initial Model
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Figure 15: The Initial PLS Model

The initial model (figure 15) is designed using Smart PLC version 3.2.7. As clearly seen it shows the
contribution of indicators (in this case external factors) on the major variables as well as on the usage
intention construct. In this model each indicator /external factor is independent and causes variance on

its respective construct because of this reason formative measure is applied.

According to Cenfetelli & Bassellier (2009), to analyze and interpret formative measurement there are

five tests that should be carried out to examine and interpret the model.
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1. Multicollinearity test

Collinearity problem occurred when there is strong correlation between indicators and it can be

measured by Variance Inflation Factor (VIF). There are different acceptable values for VIF i.e. below
3.33 Diamantopoulos and Siguaw (2006) as cited in Cenfetelli & Bassellier (2009) and 10.00 (Hair et al.
1998 and Mathieson et al., 2001) as cited in (Cenfetelli & Bassellier, 2009).

Multicollinearity can be caused by conceptual redundancy among the indicators. Thus indicators will

have lower path weights but high degree (above 0.90) of Correlation between them which shows that

there is multicollinearity problem (Cenfetelli & Bassellier, 2009).

As shown in Table 14, there are number of indicators having VIF result of above the acceptable value,

3.33 and this implies that there is a strong correlation between these indicators. According to Cenfetelli

& Bassellier (2009), such problem can be avoided by removing indictors which are conceptually

overlapping with high degree of correlation.

Table 14: Initial Model Indicators

Construct Items/ Indicators Weights | T-Statistics | VIF
Bank Charge 0.606 4.015 | 2.160
Perceived Economic Factor
Cost reduction 0.467 2.982 | 2.160
Agent Banking service Speed -0.086 0.449 | 9.801
Agent Banking Service speed compared
with bank 0.305 1516 | 8.889
Perceived Usefulness
Accessibility of Agent Banking -0.244 1.648 | 3.727
Actual benefits 0.381 2.702 | 3.350
Importance of Agent Banking 0.661 6.765 | 3.057
Complexity of Agent Banking application 0.135 0.828 | 4.818
Perceived Ease of Use Ease of use -0.542 3.263 | 4.193
Effort to operate Agent banking 0.437 4998 | 1.842
Reliability on banks 0.625 6.508 | 2.406
Perceived Trust Reliability on Agent Banking Technology -0.758 3.989 | 3.753
Trustworthiness of Agents 1.012 5.895 | 4.840
Perceived Risk Vulnerab!l!ty to Errors 1.033 11.406 | 3.327
Vulnerability to Hackers -0.040 0.366 | 3.327
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2. Effect of the number of indicators for formatively measured construct

The number of indicators in formative measurement has a great influence on indicators’ statistical
significance and their weight. If there are number of indicators for a given construct, it is more likely
those indicators will have non-significant weights (Cenfetelli & Bassellier, 2009).

In order to tackle problems related with number of indicators and create a model that includes all
indicators effectively; the researcher should identify distinct set of indicators under independent
formatively measured constructs. If the problem persists removal of indicators with lower wait is one of
the choices (Cenfetelli & Bassellier, 2009).

3. Co-occurrence of negative and positive indicator weights

Indicators of the same construct may have negative and positive weights. This can be occurred when
there is a suppressor effect, which is occurred when an indicator shares more variance with another

indicator than its construct (Cenfetelli & Bassellier, 2009).

Whenever there is co-occurrence of negative and positive indicator weights the researcher should
investigate for suppressor effect through Collinearity test. If there are indicators collinear with other
indicators and if there is a suppressor effect, those indicators should be removed (Cenfetelli &
Bassellier, 2009).

4. Absolute versus relative indicator Contributions

Indicators with relatively small contribution or weight compared with other indicators are not always
insignificant. These indicators may have significant absolute contribution if they are assessed
independently. Absolute contribution of a given indicator can be evaluated by the correlation between

the indicator and its construct and theoretical overlap between indicators (Cenfetelli & Bassellier, 2009).

5. Nomological network effects and construct portability

Portability of a construct is also another major issue in interpretation of formative measurement. It
describes the relative invariance of a construct’s indicator weights when there is a change in constructs
nomological network. Some amounts of variance in indicators weights are acceptable but significant

change of weights imply that there is a problem in constructs generalizability.
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Final model

The initial model (figure 15) of the study is examined and interpreted through the above discussed five

major tests. After a thorough test non-significant indicators which have multicollinearity problem are

removed and the final model is drawn as shown in figure 16 and table 15 shows weights, T-statistics and

VIF of indicators selected for the final model.

Table 15: Final Model Indicators

Construct Item Weights | T-Statistics | VIF
Perceived Usefulness Actual benefits 0.365 3.166 | 2.659
Importance of Agent Banking 0.687 6.206 2.659
Perceived Economic Factor Bank Charge 0.606 4,108 2.160
Cost reduction 0.467 3.023 2.160
Perceived Ease of Use Complexity of Agent Banking application 0.614 6.503 1.835
Effort to operate Agent banking 0.477 4.964 1.835
Perceived Trust Reliability 'on banks 0.628 5.859 2.391
Trustworthiness of Agents 0.435 3.938 2.391
Perceived Risk Vulnerability to Errors 1.000 1.000

47|Page




Bank-Charge

Ba—

0467
Cost-reduction
PEF

-0.672
Actual-benefits | — 0.365

-
0.597

Importance-of-AB PU \

Complexity-of-Agent-Banking-application

-0.139

o6 - —
—

_oam

Effort-to-operate-Agent-banking. 0.051
PEOU

—1.000— Actual-Usage

sage Intention

Reliability-on-banks 0736
062

0.435

..-/""_',F'-F"

Trustworthiness-of-Agents PT

Vulnerability-to-Errors
——1.000—

PR

Figure 16: Final PLS Model

4.10 Discussion

4.10.1 Hypothesis Testing
In this sub-section hypothesizes formulated under conceptual framework section are discussed and
tested against the result of this research.

H1: Bank charge and cost reduction has a positive impact on actual usage of Agent banking service.

According to the first hypothesis bank service charge and cost reduction of Agent banking has a positive
impact on the actual usage. Thus, when there is higher bank service charge customers are inclined to use
agent banking service. On the other hand cost reduction benefit has the ability to attract customers to the

agent banking service.

However, the result of this research showed that these indicators have a statistically significant but

negative weight, which implied that increase in the two indicators results a negative impact on the actual
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usage. This phenomenon could be occurred because of customers’ misunderstanding of formal banking
service with the agent banking service (i.e. customers might consider agent banking as one of the

conventional banking service).

H2: Actual benefits, service efficiency, service speed, Importance of Agent Banking and Accessibility of
Agent banking has positive impact on actual usage of Agent banking.

Many of the indicators of hypothesis 2 are removed because of statistical insignificance and
multicollinearity problem. On the final model only two indicators (Actual benefits and importance of

Agent banking service) are remained under Perceived Usefulness construct.

As a result, these indicators and perceived usefulness construct have statistically significance weight and

positive impact on actual usage.

H3: Ease of Use has a positive impact on actual usage of agent banking. However, Effort required to
operate agent banking application and Complexity of the Application has a negative impact on the actual
usage of Agent banking.

Perceived ease of use had three indicators among them one indicator (ease of use) is removed because of
multicollinearity problem. Apparently as shown in the model the remaining two indicators (Effort
required to operate agent banking application and complexity of the application) resulted a negative

weight.

Even though the amount of the weight is minimal, considering their absolute contribution we can’t
remove such weights in formative measure. The negative weight implied that, increase in those

indicators have a reverse impact on the usage intention.

H4: Trust to the bank/service provider, Trust to agents and trust to the technology have positive impact
on the actual usage of Agent banking.

Trust to agent banking technology is removed from the model because of statistical insignificance and
Collinearity problem. Whereas, the other two indicators under Perceived trust construct are considered

significant and they have positive impact on the usage intention/actual usage of agent banking.

H5: Vulnerability to Errors and Vulnerability to Hackers have negative impact on the actual usage of

agent banking.
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The developed model has proved that vulnerability to Errors indicator has significant negative impact on
users’ intention to use agent banking technology but the other indicator, Vulnerability to Hackers was

found insignificant and had multicollinearity issue so that it is removed from the final model.

4.10.2 Factors affecting agent banking performance in Ethiopia
Cost of using banks/ Bank charges
In Ethiopia, Using bank is fairly cheap. For instance; according to Senior Reconciliation Officer at CBE,
in commercial bank of Ethiopia, which is the biggest and most dominating bank with over 1,200
branches, deposit to third party account is free of charge and the service charge for money remittance
without account is 23 birr up to 3000 birr plus one birr per additional 1,000 birr. There are large number

of bank customers who are using both bank account transfers and remittance.

On the other hand there are many people in rural areas of Ethiopia who receives regular remittance from
their families in urban areas. Thus, if using bank to send money is relatively expensive, the senders
might encourage his/her beneficiaries to use the agent /mobile money/ service which in return increases

the number of agent banking customers.

Cost of using banks is not only linked with bank service charge rather, there are other costs that directly
or indirectly have monetary value. For instance in Kenya the bank require service charge for account
holders when customers withdraw money from their account (Appendix Il shows product and service
tariff of Equity Bank). On the contrary in Ethiopia account holders can withdraw and deposit money at

any branch and they also earn minimum of 7% saving interest payment annually.

Paperwork related with operating bank account can also be considered as a cost. In Ethiopia anyone with
valid identification card can open bank account by filling single form and can use the account
immediately. According to Ngugi et al., (2010) one of the success factors of M-PESSA in Kenya is the
lower literacy level of Kenyan rural communities to handle all the paperwork related with opening and

operating formal bank account.

Actual benefits
Agent banking (mobile money) technology is capable to ease lives of many people living in rural areas

without access to formal financial institutions. However, benefits of agent banking could be recognized

only when its services are actually available. Currently the major benefit customers are getting from
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both M-BIRR and CBE-BIRR is mobile balance recharge and based on my observation it is the same

with other service providers.

Based on the collected data, presently 92% of the participants believed that agent banking is not actually
useful. Even though money transfer and payment for goods and services are available, most of recruited
merchants and agent are not actively working. Thus, as a new technology it needs extensive
advertisement and awareness creation and some kind of interoperability is mandatory between service

providers to make them accessible to the user.

llliteracy
Illiteracy is both a challenge and factor that affect agent banking service performance. Illiteracy is one of

the factors that affect customers’ perception (perceived ease of use) towards agent banking service.
Since agent banking service is available only through USSD channel, it requires customers to be literate.
At least reading writing skill is mandatory to use this service. Agents of both service providers claim

that illiteracy has a big impact on customer recruitment.

Mobile network quality
According to Tobbin (2012), mobile network fluctuation is one of the barriers for agent banking service.

However, this study is done in Addis Ababa and the network quality of respondents’ place is enough to
run USSD requests but this doesn’t mean telecom network doesn’t affect performance of agent banking
service.

Both studies of Tobbin (2012) and Nganga & Mwachofi (2013) show that, quality of telecom network is
the major factor in rural areas. If participants of this study were included from rural areas of the country

quality telecom network would be the major factor.

Trust
In financial business trust is the biggest concern of both customers and service providers. Trust in agent

banking can be seen from three perspectives i.e. trust to the bank, trust to the agent and trust to the
technology (Tobbin, 2012).

As per the discussion with the manager of mobile money and senior reconciliation officer at CBE, the
bank has serious requirements about trust and it is mandatory to insure agents’ trustworthiness. In

addition to complying with NBE directive, banks have their own requirements. For example, to be agent
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of CBE-BIRR, one must have a good relationship with the bank and the business should not be against

the moral values of the society.

According to Tobbin (2012), customers’ trust can be transferred from service providers to the new

technology. In Kenyan case, customers trust to the MNO, Safaricom was transferred to M-PESSA.

On the other hand, head of mobile and agent banking department at M-BIRR said that “as M-BIRR is a
new technology, we have faced a big challenge from customers to accept the service but our company,
Addis Credit and saving institution has good level of trust among the society and it really helped us to
promote the service”. CBE is also used its reputation to promote CBE-BIRR to the society.

Risk

Risk is “the consumer’s subjective expectation of suffering a loss in pursuit of a desired outcome”
(Nganga & Mwachofi, 2013). Every business has its own risk but financial businesses are more risky
because they involve the most liquid asset, money.

The central bank and both service providers are paid due attention to reduce risk related with agent
banking service. As a new technology, simple fraud incident can cause major loss of customers trust on

the service.

According to Nganga & Mwachofi (2013), naturally risk has different dimensions (i.e. performance,
physical, financial, psychological, social and time loss) and it was one of the major factors for poor

mobile and agent banking technology adoption in Kenyan cities of Likuyani and Karaina.

4.10.3 Agent banking service penetration in Ethiopia
In Ethiopia from the total population, 51,224,000 or 51% are users of mobile phone (ITU, 2016). On the
other hand, for this huge population the total number of bank branches across the country is only 3282 in
which most of them are located in cities. This shows there is lack of formal financial services and this
problem can be addressed effectively and economically by developing accessible ways, like agent

banking.

Penetration of Agent banking can be measured by the number of agents across the country. As of march
2017 there are seven actively working agent banking service providers and at the end of 2017 these
companies had a total of 12,590 agents/ branches (NBE, 2017). Compared with neighboring countries

(e.g. Kenya) this service has lower rate of penetration but unlike the formal bank branches it takes very
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short time to address larger portion of the society. From the establishment of the first modern bank,
Commercial bank of Ethiopia it took 74 years to reach 3282 total bank branches across the country,

whereas agent banking reached 12,590 agents /branches in just a few years (see table 16).

Table 16: Total Number of Agents

Number of Agents
Service Provider /Branch Remark

CBE-BIRR 2992

ENDE BANK NA|Number of Agents couldn't be found
M-BIRR 4815

3400 in cooperative bank of Oromia

Hello cash 4400]|and the remaining 1000 in Wegagen
HIBIR 240
ABAY BEDEJE 134
AWASH WALLET 9
Total 12590

Source: NBE & different official websites

4.10.4 Challenges and prospects of Agent banking Service in Ethiopia

4.10.4.1 Challenges of Agent banking service from Service providers’ perspective
On the discussion with agent banking service providers the following challenges are raised and
discussed in detail with selected experts at CBE-BIRR and M-BIRR.

Awareness of both Agents and customers

Experts at CBE-BIRR and M-BIRR articulated that one of the major challenges they are facing currently
is poor level of awareness from both agents and customers’ side. This can be explained in different
ways. According to head of mobile and agent banking department at M-BIRR, some agents become
ignorant and they don’t even want to listen about it and others are overambitious and expect exaggerated
amount of commission and they easily get disappointed.

The commission is based on the number of transaction they made, in order to get higher commission
they need to recruit more customers and increase the number of transactions. Customers’

misunderstanding about the capability of the service has also a big impact on agents’ performance.

53|Page



Initial deposit

Agents should deposit some amount of money to start the business and the amount of money depends on
the service provider. For instance CBE-BIRR requires an initial deposit of 10,000 birr in which 2,000
birr is blocked and 8,000 will be used to make transactions. Whereas, M-BIRR requires initial deposit of

5,000 birr to start operation as an agent.

Most business owners prefer to invest this money on their current business instead of agent banking
which is new and uncertain investment.

Document requirement

As stated in the NBE’s regulation of agent and mobile banking services directive, agents must bring
Crime clearance certification from the local police station. All the three experts told me that this is the

first challenge when they try to recruit agents.

Another subjective and mandatory condition stated in the directive is, agents shall perform KYC norms
on their customer to support to the effort of fighting terrorist financing and anti-money laundering.
According to manager of mobile money at CBE-BIRR, most agents have no idea about these crimes and
the bank incurs trainings costs.

There are also other document requirements for business owners to be an agent. This includes Tax

identification number (TIN) and renewed trade license.

Budget constraints and Competition

As a new technology based business, agent banking needs more money for promotion and
advertisements. Most agent banking services in Ethiopia follow bank-led model (initiated and run by
banks) so that they get enough budget from the bank.

However according to head of mobile and agent banking department at M-BIRR, M-BIRR is organized
and run by five government owned micro finances. Whose major aim is not profit maximization rather
they are built to provide saving and credit services for the poor. Because of this, lack of enough budget

is a serious problem at M-BIRR and it is a big problem for the company to promote its services.

Another issue discussed during the interview with domain experts is competition from other service
providers. However, senior reconciliation officer of CBE argued that currently they can’t even talk about

competition and they are not even close to the market and it will remain untapped for longer period of
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time. On the other hand, head of mobile and agent banking department at M-BIRR said that some agent
banking service providers promote their service against the directives and laws of the country.
Sometimes they tried to impress customers by depositing money to new customers and promoting
different services that are not actually available on their platform.

Unfortunately, among the customers, there is a tendency of generalizing all agent banking service
providers as the same. Disappointed customers by false and exaggerated advertisements are not willing

to try other mobile money service providers.

4.10.4.2 Challenges of agent banking service from Agents’ perspective

Lack of Advertisement by service providers

Even though there are multiple mobile money service providers, most of them are weak in promoting
their services. The researcher observe that many people even bank customers have no idea about the
existence and benefits of this service while others misunderstand it with mobile banking (additive

mobile banking).

One of the agents and owner of bar and restaurant also believes that, if the service providers promote the
service well, it will be easy for agents to recruit new customers. He also said that since it is not the main

business he is working on, it is hard to work on it from awareness creation to the actual service.

Availability of new and additional services
“Almost all mobile money service providers have the same and partially available service packages”
Tekabe, Owner of ZHS trading. In order to increase number of customers, mobile money service

providers should include new and usable services that can address problems of the community.

llliteracy of customers

According to Ngugi et al., (2010) one of the major success factors of M-PESSA in Kenya is lower level
of literacy to handle paper works related with bank account. However, in Ethiopia mobile money
account holders need to be more literate than bank account.

Based on the information from agents, literacy level is another barrier in recruiting customers. To use
mobile money one must know how to read and write one of the language alternatives. Currently there is

no way that illiterates can use the service.
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4.10.4.3 Challenges of agent banking service from Customers’ perspective
Based on the researcher’s observation the following challenges are identified and discussed form
customers perspective.
Availability of actual and usable services: currently there are only limited services available, i.e. cash
deposit and withdrawal, fund transfer. Although the technology is capable of facilitating various
activities like utility payment and buying goods and services, currently the most actively working

service is mobile air time top up.

Dependability of the service: customers are not dependent on this service because they might not have
found agents or registered merchants when they are in need. Even some agents and merchants have not

actually started the service.

Interoperability of mobile money service providers: Interoperability is also another issue. At this time
all agent banking service providers are working independently i.e. customers must get their provider to
transact. In addition, head of mobile and agent banking department at M-BIRR said that some agent
banking services are using the same name but they are not Interoperable to each other. According to the
expert, Cooperative bank of Oromia Hello cash and Wegagen Hello cash are fully independent and they

are not interoperable.

4.10.4.4 Challenges of agent banking service from stakeholders
Licensing process at NBE: to engage in agent banking permission should be granted from the national
bank of Ethiopia and the process takes time. According to senior reconciliation officer of CBE, it took

more than six months to get the full permission from NBE and it takes three months for M-BIRR.

NBE’s Limitations on the amount of deposit and amount of transaction: within a day a given
customer can transact a maximum of six thousand birr and the maximum amount of deposit cannot

exceed 25,000 birr and no interest is calculated for the deposited amount.

Police clearance certificate: as discussed earlier Police crime clearance certificate is mandatory for

agents and in Addis Ababa it takes a minimum of two days to get the said certificate.

Network: agent banking service is highly dependent on the telecom infrastructure. Currently all agent
banking service providers are using USSD channel and they also use SMS as a confirmation for each

transaction. Thus unavailability of quality network is one of the major challenges for service providers.
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Readiness of utility service providers: according to many customers if they can pay their utility bills
using their mobile phones the service will be really useful. But as the experts explained, utility

companies are not ready financially and technologically to implement electronic payment system.

4.10.5 Prospects of Agent Banking service in Ethiopia
Agent banking in Ethiopia has many opportunities. The technology is very applicable for developing
countries because it doesn’t require huge investment and appeals to the society. A number of favorable
factors can be mentioned for the development of agent banking in Ethiopia. Telecom coverage is
growing fast. According to ITU (2016) mobile phone users are increased from 7.87% in 2010 to 50.51%
in 2016. Since agent banking is extremely attached with mobile network coverage, growing number of

cell phone users is one opportunity for this technology.

Secondly large number of Ethiopian population is still living in rural areas and remains unbanked.
According to World Bank (2017) total number of rural population in sub-Saharan African countries was
61.73%. Thus such areas can be financially included easily using agent banking because it only needs

mobile network for its implementation.

Experts at each service provider have different perspective on the future of agent banking in Ethiopia.
For instance, head of mobile and agent banking department at M-BIRR and manager of mobile money at
CBE-BIRR believed that agent banking in Ethiopia has good progress and bright future. However,
senior reconciliation officer of CBE has different idea on this issue, he believed that with currently

available services and speed of expansion it will not be successful and cannot achieve its goals.
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Chapter Five

5. Conclusion and Recommendation

5.1 Conclusion
The result of this study shows different factors took part to the poor performance of agent banking in
Ethiopia. Identified factors are discussed in group based on the Technology acceptance model. The five
major determinant of usage intention are perceived economic factor, perceived usefulness, perceived

ease of use, perceived trust and perceived risk.

Currently NBE is trying to develop financially inclusive economy by formulating annual financial
inclusion strategy and it supports and pushes financial institutions to address previously unbanked areas.
However, poor level of infrastructure development is a major barrier for banks to open branches in

remote areas.

Agent banking can address the unbanked society because of problems like poor infrastructure
development. However there are factors that affect its performance directly or indirectly. Among this
factors cost of using banks, actual benefits of agent banking, illiteracy, awareness, mobile network

quality, trust, risk and advertisement are identified and discussed in this study.

Currently there are a number of challenges that are affecting the implementation of agent banking in
Ethiopia. The major challenges presented in this research includes; Lack of Awareness of both agents
and customers, NBE regulations and limitations, lack of budget, Poor advertisement, unavailability of

new and additional services, illiteracy, dependability of the service and Poor network quality.

The ultimate goal of implementing agent banking is providing accessible financial services with
affordable cost. However, accessibility of this service is highly depends on the availability of agents. At

the end of 2017, the total number of agent has reached 12,590 across the country.

5.2 Recommendation
Building financially inclusive economy is a key for the development of every country. Regardless of
their location all citizens should contribute and get benefit from the financial sector. However in
developing countries like Ethiopia this can’t be achieved through the conventional way of banking.
Agent banking is a new technology for Ethiopia. Currently many financial institutions are interested in
this technology and they are entering to the market. However, because of many reasons, some of which
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are explained earlier, the service is not advancing as expected. Based on the collected information, the

researcher recommends the following points:

> At this time the service is provided only with USSD channel which requires reading and writing
skills. In order to tackle this problem the service should be available with voice or other channel to
illiterate customers who can’t read and write.

» Actual services deviate from the promoted ones on media. If all services are actually available it will
be more interesting to users.

» Presently most of the merchants are not using the service so registered merchants has to start the
service.

> In addition to currently available services additional services should be added.

> It needs more advertisement, promotion and other awareness creation programs to attract customers.

5.3 Limitation of the study
This study is limited to selected commercial bank of Ethiopia branches and agents located in selected
areas of Addis Ababa. Even though the sector is homogeneous it would be more accurate and inclusive
if it covers all areas of the country. Time, cost and lack of enough information from both service

providers and customers are among the limitations.

5.4 Suggestion for Future Research
This study explains the factors, challenges and prospects of agent banking in Ethiopia from service
providers, agents and customer point of view. In addition, a model is developed that can explain the
impacts of various factors on actual usage of agent banking. Further researches can be done by
participating customers from different parts of the country and other service providers to identify

additional factors.
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Appendix |

Questionnaire

I am Henos Demeke, post graduate student at Addis Ababa University College of natural sciences,

school of information science. Currently I am conducting research on “Challenges and Prospects of
Agent Banking in Ethiopia the case of M-BIRR and CBE-BIRR”.

Therefore this is kindly request to participate in this research by filling this questionnaire. The
information you provided in this study is only used for academic research purpose and remains
confidential. In addition you are not required to write your name or other identifiers and your honest
responses are valuable for accurate results.

Thank you for your cooperation.
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The major focus of this study is to identify challenges, prospects and factors affecting agent banking
usage performance in Ethiopia. Agent banking means providing different banking services through
accessible retail businesses (e.g. hello cash, M-BIRR) Agent banking can be provided through different
channels but this research mainly focused on the mobile phone based channel.

Part |I. Background information

Questions under this section are focused on general usage of financial institutions. Please put tick mark
(v) in the box.

1. Do you have agent banking (mobile money) account?
a. Yes[] b. No [
2. If your answer is “NO” for question number 1 what are the reasons that you don’t have agent
banking (mobile money) account?
a. Lack of money to save []

b. Agent banking service providers or agents are not accessible [
c. The initial deposit and other fees are unaffordable [ ]

d. Keeping money at home is safe []

e. Other (please specify)

3. How do you determine the cost of having bank account?

a. Very expensive [] d. cheap ]
b. expensive ] e. Very cheap ]
c. Fair (I
4. Do you have mobile phone? If yes, for how long do you own it?
a. Lessthan 1 year [] d. More than 5 years []
b. 1-2years ] e. Don’t have phone []
c. More than 3 years but less than 5
years []
5. What type of mobile phone do you have?
a. Smart phone ] b. Featured phone [J
6. Do you have any idea about agent banking?
a. Yes [ b. No [

(If your answer is “No” go to question number 13)

7. Do you have any friend or family member who uses agent banking service?
a. Yes [ b. No [

8. Do you have mobile banking in any bank or financial institution?

a. Yes[] b. No [
9. Do you know how much money required to open bank account?
a. Yes [ b. No [
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10. Do you know how much money required to be registered for agent banking service?
a. Yes [ b. No [

11. How do you describe mobile network quality in your area?

a. Verygood [] d. poor [
b. Good ] e. verypoor []
c. Average [

12. What are your criteria to trust agents?

a. Proximity to your community [ d. Base on the bank /Service
b. Intimacy with the agent [ provider they are working with (]
c. Experience on the agent banking e. Other (please specify)..............
business [
13. Do you have mobile banking service provided by banks and linked with bank account?
a. Yes [ b. No [J
14. If your answer for question number 13 is yes, which types of mobile banking channel are you
using?
a. UssD [ c. Web based [

b. Application based [

Part 11. Usage of Agent Banking

Part two of this questionnaire is about usage of agent banking. Please indicate your opinion by putting
tick mark (v") at the front of each question.

No.

Strongly
Agree

Strongly

Agree | Neutral | Disagree Disagree

Questions

1

Agent banking is practical.

Using agent banking helps to complete banking tasks
faster than bank.

Using agent banking reduces cost.

Using agent banking is faster than regular banking
service.

Agents are more accessible than bank branches.

Using agent banking is easier than using banks.

Agent banking is important.

8

Agent banking costs more than bank account.

9

Agent banking application or process is complex.
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10

Putting money in banks is safe.

11

Agents who provide agent banking service are

trustworthy.

12

Agent banking system is reliable.

13

Agent banking requires minimum effort to operate.

14

Agent banking is vulnerable to errors.

15

Agent banking is vulnerable to hackers.

Part I11. Personal Information

The following questions are focused on your personal profile. Please put tick mark (V) in the box.

1. Your age group?

a. 18to30years ]
b. 31to45years []

2. Gender

a. Male[]

3. Education level you have completed.

a. Primary []
b. Secondary []
c. Technical school []

4. Your occupation

a. Government employed [
b. Private business owner [

c. Private business employee []

d. Family business [

5. Monthly income?

a. Over 10,000 [
b. 8,001 to 10,000 [
c. 5001to 8,000 [1

6. Source of income?

a. Remittance []

b. Salary [

c. Private business []
d. Donation []
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c. 461to 60 years[]
d. Above 60 years []

b. Female[]

d. College diploma [
e. University degree or above []

e. Student []

f. Farmer [J

g. Unemployed []
h. Other []

d. 3001 to 5,000 [
e. 1,000 to 3,000 [

f. below 1,000 [

e. Other (please specify)




Appendix I

Questionnaire (Amharic Version)

MmS LATN%: LTh Lovd AMAU- 04SN ANN LLACAL 0HLTC AL7h hAE @aT
PAI62°107 AL tavd-d 1914 OWPT MUt 0P T TR V47T WPNE-U- ATFAU-::
PTG dU-4. CON PONAGT AN ANt HIECHTS oA +H04PF NATPRE” P7LA
OVP7 ACNT V7 oom@¥ (FhhA Novoo-At+ ALY TSt ovdht POhrde? £I% AI4.LLCT
NARNCT APmPhr ALY oom@P AL PoLAMTovlE “LOTLRrE OHmO+S ALY TS+ AA%7
NF P2L@\ aoV'r? ALITTIT ADSAAU-::

LY aom2P ALATHI9° 1 a&é-lP} avTdh ASmOPOFI::

hao(\79AU-::
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V. AmPAL avlF

PO-HAT 170 h7A 701 79N 1020 T P7L0a11-7 ATA 701 1h4A I1-a0Lar #7771 7T 77N 7T

A2 A" 400017 BhIPNC T AMLA NC 5T AATFI° 7T h1A T4t 3 oo0m 1 PEoos A4 777

T

hWPCaLPE &t At WVFLDRT 03PF AL (V') At 191%L7 a0 Py LI°Lar::

1. PO-NAS 07 A1NT0T 1AN hdeT?
U. at [ A, eAT9° [
2. A 15@ TPE avNOL “CATNT” hP19° 07017 L1007
U. AgedmA N 77HN AAANT ]
A, PONAG 07 1NN (6 PT LT DAAP T[]
. 1407 Aovndot PTLMCPD NG APoR PU1LLPE Neo P[]
oo, TN 0 @-0T “IdooT CHAAID NS DATTINN [

w. A PR haeT 2706

3. A 1F® TPLE aoANP “ANY hP1 PA7hT h1AN IC PHLLH NELPTT Wil

£.1a07a0FPA?
v. N(M9° @£ 1@ ] oo, C 1o [
A o2 1o [ w. 1M9° Chd 1o [

. N, o ]
4. qALA AR AdeT aodOT AP hPh A7 £ad M meoo?
V. h &7& hoot A1O L] av. h 5 hoo (AL []
A h1— 2 hooh [ w. APl NAn AT [
. h 3- 5 hoo- ]

5. Polmboo-t ArPALN AR 9°7 QYT 107
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v. 0%ICT han L A. CtAaoL@S 0OICTH PAPY []
6. NA MNAS ?07h AIADAT (> +a- CarPh-?
U. h® ] A, AA@D-P9° [
7. COAAS T WA PTLMPIS @8E @LI° AN AdeT?
v. any L A, eage L
8. N7 PoLAMMT PI°0LA NI T7 WIADAT Lm+oIN-?
v.ameoau- [ . admegeee [
9. 7 LAN AovndAt 97 LAN NEE ATLTLMLP - PN?
U. ha-2Au- [ A, hAA@-P9° [
10. AMAAS 7 AIADAT AgoaoHI 9°7 Pl Nee AILTILMLT LarPn-?
v. ha-gav- [ A. hA@-P9° ]

11.0ANNL2 LA®-7 PIPNLA B TPCH TéT A1l L1a07)av-30\?

U. (ML [ ago, ehop []
A LM77 [ w. (My°Lhey []
. oohppAgF [
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Appendix 111

EQUITY BANK LIMITED PRODUCTS & SERVICES TARIFF GUIDE

WITH EFFECT FROM 15T MAY, 2014

EQUITY PERSOMNAL JUNIOR TEEN ACHIEVERS SCHOOL TRADE FINANCE

ORDINARY CURRENT MEMBER REMITTANCE MEMBER STUDENTS FEES. Import Latters OF Credit
PERSONAL ACCOUNTS ACCOUNT ACCOUNT ACCOUNT ACCOUNT ACCOUNT ACCOUNT ACCOUNT EoTi e e e Pt FerarnlF I RaNI000]
Retall Section KSHS KSHS KSHS KSHS KSHS KSHS KSHS SWIFT charges Kshs. 2,000 for long message and Kshs. 1,500 for short
message
Account opening balance 400 5,000 200 nil 200 il 100 Kaia. 2,000 plus seift charges
Winimum operating balance il il 200 il 200 ol 100 Extension of the LC valid ty % per quarter or part thereol mnimum Kshs. 2,000
Imterbranch cash 1 150 150 150 150 150 150 150 Increase in amount_of credit % per quarter or part thereof minimum Kshs. 2,000
Account dlosing fees 350 1,000 300 350 300 300 200 T 7 25% minimum Kshs. 2,000 max Kshs, 10,000
Counter cash withelrawal 100 100 ZFree ina year, 100 2 Free in 2 year, 100 AFreeinayear, | [Acceptance % per quarter or part thereaf mnimum Kshs 2,000
additional 100 additional 100 additional 100_| [Bogt import Finance 5% per quarter ar part thereaf phes apphcable nwerst
Extension of maturity of bill- LC % per quarter or part thereal
Corporate Section KSHS KSHS KSHS KSHS KSHS Postage for LCs Acrual courier charges plus Kshs 50
Account cpening balance 5,000 X 200 X 200 ol 100 E‘C“‘”"""“ H“"‘::":lg‘hm ::u: ;ﬂ;m
Minimum operating balance ol 200 200 nl 100 S
1 - h 150 150 150 150 150 Export Letters Of Credit
Account dosing fees 350 300 200 300 300 | Adhvising C: Kshs. 2,000
Counter cash withdrawal 100 2 Free in a year, 2 Free in a year, 100 A Free in @ year, | |Confirmati issi 0.5% per quarter or part thereof minimum Kshs. 2,000
additional adiitional 100 adiclitianal 100 Kshs. 2,000
Counter cash withdrawal = Non Corparate 300 300 300 300 200 300 200 Extension = Confirmed LC 0.5% per quarter ar part thereof minimum Kshs. 2,000
Cust Extension C - LC | Kshs. 2,000
Increase of Aumount = Confrmed LC 0 5% per quarter or part thereal minimum Kshs_2,000
BUSINESS BUSINESS INSTITUTION COLLECTION Courier charges Actual courier charges min Kshs. 4,000
BUSINESS ACCOUNTS ACCOUNT CURRENT ACCOUNT ACCOUNT ACCOUNT ~ Confirmed L& 0.5% per quarter or part thereaf minimum Kshs. 2,000
=L LC | 0.25% per quarter or part thereof minimunn Kshs. 2,000
[Retirement commission 0.25% minimurn Kshs. 2,000 max Kshe, 10,000
Account cpening balance 1,000 10,000 nil 10,000 Discounting of Bills 1% per quarter or part thereal minimum kshs. 2,000 phis
Minimurm operating balance nil nia il ol applicable nterest
Interoranch cash 150 150 Free 150 Import " 5
Account clasing fees 500 7,000 300 1,000 DieimentHandlng Kshs_500
Counter cash withelrawal 100 100 il 100 Switt Kshs. 1,500
Kshs. 2,000
i i 0.25% minimum Kshs. 2,000 max Kshs. 10,000
Corporate Section KsHs Ksks leoiok e erer e st S0 205
Minimurn operating balance il 1] il il Export
Interaranch cash 150 150 il 150 Document Processing Kshs. 2,000
Account dosing fees 500 000 300 1.000 Swift Kshs. 1,500
Counter cash withdrawal 100 100 il 100 Courer charges Actual courier charges min. Kshs 4,000
Counter cash withdrawal - Non Corparate 300 300 il 300 i i 0.25% minimum Kshs. 2,000 max Kshs. 10,000
Customers Discaunting Cormmission 1% per quarier or part thereof minimum Kshs. 2,000 plus
aprlhicable nterest
BUSINESS/ BUSINESS/
EQUITY PERSONAL INSTITUTION/ INSTITUTION/ JUNIOR
ORDINARY CURRENT COLLECTION COLLECTION Bank ot PV DS S N
SUPREME BRANCHES ACCOUNT  ACCOUNT SAVINGS ACCOUNT CURRENT ACCOUNT ACCOUNT Bid bonds par annufii min Kiha 5,000
bonds per annum min Kshs. 5.000
tensinn [bid bond) beyond one year per annum min Kshs 5,000
ension (other guarantees) beyond % per annum min Kshs_ 5,000
Account opening balance 50,000 50,000 200,000 200,000 200 ==
Winimum operating balance 50,000 50,000 200.000 200,000 nfa ] Kshs 1,000
Below minimum Galance charge (pm] 2.000 2,000 2,000 2,000 /s Custom Bends 3% per annurm min Kshs. 5,000
Account closing fees 2,000 2,000 2,000 2,000 300 Cancellation guarantee if not retumed Free
Interdranch charges (non supreme customers) 3,000 3,000 3,000 3,000 3,000 = ion of returred Free
Finance |
Fixed and Jijenge Account KSHS Foreign Currency Accoun Deal Fees | 0.5% of deal amount
Fixed Aceount min bal 20000 | [Account opening balance 100 USDY ec Bl = [ 2z por Colateral
Fixed Account min bal = corporate 50,000 | [Minimum operating balance 100 USD/ ecuivalent
Fiied Deposit - Foreign cunency 555,500 Toroier cumences LOAN & OTHER CREDIT FACILITIES ]
Hokima Misle Finod Deposit min bal 100,000
Hekima Miele Ordinary Account Montl Tl ALTERNATE DELIVERY CHANNE o ey
amer :m:‘;‘o‘:‘w";'" Ersriies w0 premnes {Debit Cards) a5 | Secenschand Vehices [Loars above 2.000 000 10% flat
Jijenge premature withdrawal 5% of the savings (minimum Kes 200 maximum e {Geror Darwged) 800 i"‘“"d"‘“"d Vil [L e bakore 2,000,000 Lt o
Kes 5,000) ols . uslic Schoals 9.5% flat
Frsd deposit ATM Display Free
Jijenge Accourt n AT Balance Enciuley- Dlsplay Froo INSURANCE PREMIUM FINANCING Rates
Fixed cleposit premature A rate appiies EI: ithra du!’;ig"‘\"{!;;::‘:“""“"“‘ ﬁﬁg Insurance Premium Finance (loans below 20,000) 10.5% flat
Card Annual Fee 500 Insurance Premium Finance (Loans between 20,000¢-99.997] 10.5% flat
FOR! N EXCHANGE SERVICES Cash | {other Banke' Cards) 200 Insurance Premium Finance (Loans between 100,000-999,999] 9.5% flat
Letger foes e Detiined Cash Transsction (other Bank Cardil 30| [Wnsurance Premium Finance [Loans abeve 1,000,000) 5% flat
Ower the Counter Cash fee 0.2% of value, minimum US $3 Card Balanee Enguiry (other Banks” Careis) 30
Interbranch Cash I charge 0.4% of value. minimum US §3 POS Purchase [Frr3 [ CONSUMER-SALARIED LOANS Rates
Cash depsit abiove US § 5,000 charge 0.4% of walue, minimum US $3 Cash Back 25 Equiloan [Based on MaU) 16% to 20 % p.a
Charges below minimum USD 10 or Equivalent Bills Payment 30 Salary Advance 20 % flat
Step payment - Fareign draft Kahs 1,500 or Equivalent Flexi Sala 20% p.a
O unpaid cheques - drawn on us USD 25 or Equivalent ——
C¥ wnpaid cheques - drawn an cther banks USD 15 ar Equivalent :‘.m F==-c(:.l:i: TWiain carc] 2500 MORTGAGE PRODUCTS Rates
105 payment - Fey checue USD 15 or Equivalent Ao fans=Classi IWalcasl 2500 | [Mertgage 1B % p.a
croign Draft Ksns. 600 or Equivalent ] fons — Classic 7 Y800 | [Plot Purchase 19 % pos
Culgoing Foreign SWIFT Kshs. 1.500 ar Equivallent Toinieeg faw- G [Maan care] 5500 Project Finencing 18 % o
Incoming SWIFT Kshs. 600 ar Equivallent
Annual fee= Gold Main card) 4,500
oreign chenues for collection = up to USD 20 Kshs. 300 or Equivalent = e el Macro PRoDUCTS =
::3::2?:;2:1:21;?; ';'fr”:_f] Khs 800 or Ef(‘;‘h":‘:‘;."f Credit card Tee (Chassic) 1,000 | | Micro Praducts 20% flat
e e e e e Crodt card fae (Gold] 1500 | [Fanikisha Producis 18% t0 20% pa |
Foreion Chenue Book Kshs 17.50 per Leal EROBI a0 Iliska) R
FCY cheques discounting 3% of value | Eazzy 24/7 GROUP Products vukishal 185% flat
Courier charges FCY/ Travellers cheques. Kshs_500 azzy 24/7 Actvation Free
il Paymenis ED] m
g azzy 24 /7 PIN Change/ Stop a card Language change. Free | |Working Capital and Business Overdrafts 18% to 20 % p.a
Fees and Commissions applicable KSHS azzy 2477 Balance Encuiry/ Minsstatement Enguries & requests 10 = .
RO e ek il azzy 20/7 Airtime Top-up. AN AGRICULTURE LDANS Rates
Search fees 500 Eazzy 24/7 Funds Transfer (Equity t Equity) 20 | [& ial Agriculture 20% poa
Lol Lo boee e = NE: Mobile Network Operator Charges Appl Farm input loans 19% flat
ividend cheque clearing charges Nl Lo b ) 12% flat
i ~ Tes, Salaries. Coffes, Mk 100 R —_—— e 195 flat
e e 0000 | iy ==
afe custody de Ttem semi annual 1,000 annually e fima a
afe cu:m:y ,.523'.‘(:1'. visit — 500 R S TSI ST SR S S0
ostage 50 E S N L LG N R —
e e e iaara e el Amumima [ iace |
R 200 banking statement request (Printed by Bank) 50 oo =
tand ng Orders = Internal Free banking belence enquiry Free T6.50120.600
vancling Orders/EFTs - External 300 —banking -Checue book/ Bankers checue reduest 30 H0071,000000
tancling Ordors/EF Is - Failed 500 T X 1,000,001-3,000,000
Chegue Stop Payment Instruction 7,000 R e et 3,000,001
Payment vaucher stop payment 500 s
Ungaid Checue RD/ENC (nwards) 2,000 Salary 2FTOD
Unpaid Chegue technical Reasans (nwards] 1.000 Transaction Fees and Charges KSHS — Below 2,000 | Kahs, 200
s LA o T PR AN Wickile Bank Service charges 100 Above 2,000 | 10%
Lacal Money Transfer EFT to non = cusiomers. 300 Collecton acomunt chames per G e
sl e e L T T = Bolk notes over 500,000/~ 0.25% Below 10000 | Kshs. 300
Cash & Cheque Deposit Books 100 SHe= T R
Cash & Cheque Depasit Books - Corporate brandhes Free COmISRTAT I I Above 10,000 | 3%
Bank Opinian/Intraduction/Credit Reference 2,000 Wl il HER N
Tntores: cortificate (free far churches) 500 ST AT A | 200 * All charges are exclusive of taxes
Centfication of Balances for Audit purposes 7,000 Direct Dabkt fallure charge 200
Mail postage. 150
Photo e er prag 20
Fomional o oo ErErY | Cheque Books & Bankers Cheques KSHS
[Cenification of Statement .000 Chesue Books = Small (nelusive 2.5 Stamp Duty) per leal | 17.50 per leaf
[PAYE Remi 300 Chegue Books - Large (inclusive 2.5 Stamp Duty) Perleai | 17.50 per leaf
[RTGS Incoming Free Counter Cheque (Retail) 300
RTGS5 remittance 500 Counter Cheque (Susremel 500
il payable printing for dlent 100 per cheque Payment voucher (rhouse cheque book] per keaf 17,50 per leaf
Stancling i i charge(Customers/Non—customers) 200 Bankers Checues - Customers 100
Unzaid chegue {Unpaid cheque RD/ENC (lnwards) 2,500 Bankers Cheques - Non-Customers 100
Ungaid chegue {Unpaid cheque technical reasans Inwards] 1,500 Chegue book issued (100 pages] 1.750
Unsaid chegue {Unpaid checue outwards] 2,000 oque siop payment 1,500
Safe custoc ission (Per item.-semi annually] 2,000 Julity payments 100

Revised in 2014 Equity Centre, 9" Floor, Hospital Road, Upper Hill P.O. Box 75104-00200 Nairobi Tel : +254~020-2242000 Fax : +254-020- 2737274
Cell: 0711 026000 /0732 112000 info@equitybank ke i ke.equi k ip.com W @ itybank [ KeEquitybank

Equity Bank Limited is regulated by The Central Bank of Kenya
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