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ABSTRACT
The purpose of this study was to investigate the impact of online banking on the financial
performance of commercial banks in Kenya. The study specifically focused on Barclays
Bank of Kenya. To what extent does accessibility of Online Banking impact financial
performance of Commercial banks in Kenya? To what extent does Online Banking Risk
Management Strategies impact financial performance of Commercial banks in Kenya? To
what extent has online banking impacted profitability of Commercial banks in Kenya?
The study adopted descriptive research design where financial performance of Barclays Bank
of Kenya was analysed for the six year period 2012-2017. Furthermore, primary data was
sourced from two branches of the Barclays Bank of Kenya, that is, Moi Avenue Branch and
the Queensway Branch. 50 respondents composed of bank managers, departmental heads and
employees were selected for the study. Stratified random sampling was used to choose the
respondents. Primary data was collected with aid of questionnaires which was later analysed
using the Statistical Package for Social Sciences (SPSS) and excel in finding descriptive
statistics: frequencies, percentages, mean, standard deviation, kurtosis and skewness.
Regression analysis between independent variables and dependent variable was performed in
order explore the forms of relationships between the two variables. The results were
presented in form of tables and figures.
Study findings revealed that online banking accessibility factors were positively correlated to
financial performance. Regression results indicated that only 35.0% of the variation in return
on assets (ROA) of commercial banks could be explained by the variations in accessibility of
online banking. Furthermore, findings suggested that all financial performance parameters
had positive correlations with online banking risk management strategies. Also, the findings
on regression revealed that only 17.6% of the variation in return on assets (ROA) of
commercial banks was explained by the variations in the risk management strategies of
online banking. Lastly, the findings suggested that financial performance parameters had
negative correlation with online banking fees and commission with exception of EPS. And
only 37.6% of the variation in return on assets (ROA) of commercial banks was explained by
the variations in fees and commission of online banking.
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The study concludes that ease of accessibility, fees and commission and risks associated with
online banking are increasingly impacting on the profitability of commercial banks. The
study also notes that security of internet banking and mitigating strategies for online banking
threats are reaping positive benefits to the financial performance of commercial banks. The
study also realised that fees and commission involved in mobile banking has a statistically
significant influence on the financial performance of commercial banks.
The study suggests that banks should provide their customers with convenience, meaning
offering service through several distribution channels (ATM, Internet, physical branches) and
have more functions available online. The also study recommends that while this study did
not find any significant effect of internet banking risk management practices on the
performance of banks, commercial banks should invest in better interest risk management
practices in order to reduce risks banks needs to conduct a lot of research on internet risks
and make viable investments in all its online functions and operations. Educating customers
on the best approaches to tackle internet risks could also be vital.
The study recommends that much research should be conducted to determine the
effectiveness of adopting online banking in commercial banks. Additionally, similar study
should be conducted in the region of East Africa market to ascertain the findings.
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CHAPTER ONE
1.0: INTRODUCTION
1.1 Background of the Problem
Panida and Sunsern (2012) describes Online Banking or e-banking refers to systems that
enable bank customers to get access to their accounts and general information on bank
products and services through the use of bank‟s website, without the intervention or
inconvenience of sending letters, faxes, original signatures and telephone confirmations.
According to Root III (2017), Online Banking can be described as a method of banking that
uses the Internet to conduct transactions. Root III (2017) further posits that online banking
could also be referred to as electronic banking and as such, there are different concepts of
online banking. The first concept is signing up. For one to begin any online banking activity,
he or she must sign up with the bank to provide for these services. Allen, Mcandrews, and
Strahan (2002) define efinance as “the provision of financial services and markets using
electronic communication and computation" and today retail banks are switching to multichannel distribution of financial services in hybrid platforms where the traditional services
of banks are provided through both “bricks and mortar" branches and Internet.

Over the years, online banking has evolved. The earliest use of online banking was around
1980 (Sarreal, 2016). It is a time when banks realized that through technology, individuals
would check their deposits through their mobile phones. However, during this time, online
banking was not popular and as such failed to achieve the set objectives for banks. Online
services started in New York in 1981 when four of the city's major banks (Citibank, Chase
Manhattan, Chemical and Manufacturers Hanover) offered home banking services using the
videotex system. Due to the commercial failure of videotext, these banking services never
became popular except in France where the Telecom provider subsidized the use of videotex
(Minitel) and the UK, where the Prestel system was used. The first successful use of online
banking was in 1994 (Sarreal, 2016). Stanford Federal Credit Union introduced online
banking among all its clients. More banks followed suit and this gave online banking the
needed momentum. By early 2000, more banks had adopted online banking (Sarreal, 2016).
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A large number of banks in the United States were leading in the provision of online banking
services to consumers. With the changing technology, banks have been forced to introduce
new products and services in online banking to keep up with the changing needs of the
consumers. Cheruiyot (2010) asserts that internet has changed the dimensions of competition
in the retail-banking sector. Following the introduction of PC banking, ATMs and phone
banking, which are the initial cornerstones of electronic finance, the increased adoption and
penetration of Internet has added a new distribution channel to retail banking: Internet or
Online-banking. Root III (2017) suggests that online banking is the most accessible method
of banking. This is because of the different advantages that it has. Its main advantage is that
it operates 24hours a day unlike traditional forms of banking. Besides this, online banking
can be used within any location that allows for the use of internet. For example, a Barclays
Bank customer can withdraw funds from his or her account at any location by the use of
online banking. The third concept of online banking is payment of bills (Root III, 2017).

Additionally, online banking has enabled banks to connect to different companies and as
such allowing individuals to pay their bills through the bank. For example, an individual can
pay his or her electricity bill through Barclays Bank. The other concept is connection (Root
III, 2017). Despite the fact that online banking involves the use of internet, individuals must
visit the banks from time to time to be helped with different problems arising out of the use
of online banking. Online banking has brought about new ways under which banks operate,
by providing customers with new technologies such as e-banking and mobile banking for
faster and convenient ways to ease businesses. Online Banking involves consumers using the
Internet to access their bank account and to undertake banking transactions. At the basic
level, Online Banking can mean the setting up of a Webpage by a bank to give information
about its product and services. At an advance level, it involves provision of facilities such as
accessing accounts, funds transfer, and buying financial products or services online. This is
called transaction online banking (Amutha, 2016) .

These Internet enabled services all translate to reduced cost: there are less overhead, greater
economies of scale, and increased efficiency (Kingoo,2011). Online Banking is one of the
newest Internet technology applications, which promises multiple benefits both for the
2

financial institutions and for clients. Most financial institutions in Kenya are investing huge
sums of money in information and communication technology (ICT). Infact, in the last five
years, a large number of banks have launched websites which offer online banking services.
The rapid development of ICT has made some of the functions of the banks more efficient
and cheaper; this has increased deposits, sales and performance of these firms.

Most commercial banks in the developing economies are adopting Online Banking;
customers can now transfer money, access their accounts, online shopping, bank statement,
pay bills, and conduct other transactions that took a long time of process in the past.
Adoption of ICT has brought changes that are attributable to saving costs, efficiency and
convenience to customers (Muyoka, 2014). For individual banks, the internet may level the
playing field by allowing banks to easily offer innovative products and access new
customers but a bank that adopts Online Banking must develop different methods of
conducting business, methods that may introduce new risks to the bank, that is, competitive
pressures (Sullivan, 2000).

In as much as Online Banking may have advantages, its wrongful use may lead to the
decrease of profits of commercial banks and especially those that have not yet captured the
market. An example of a bank in Kenya that made losses as a result of poor online banking
was Family Bank in 2016 (Kamau, 2017). The bank made losses amounting to Ksh. 492
million. It is because Online Banking involves a number of risks, which all banks must be
aware of. The evolution of electronic banking, more specifically, Online Banking, from ecommerce, has altered the nature of personal-customer banking relationships and has many
advantages over traditional banking delivery channels (Sullivan,2000). This includes an
increased customer base, cost savings, mass customization and product innovation,
marketing and communications, development of non-core businesses and the offering of
services regardless of geographic area and time (Sullivan, 2000). These advantages are what
have led to the increased application of online banking by commercial banks.
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A lot of reforms have been undertaken in the sector that have led to proliferation of financial
products, activities and organizational forms that have improved and increased the efficiency
of the financial system. Advances in technology and changing economic conditions have
created impetus for this change (Muiruri & Ngari, 2014). Along this, online banking has also
evolved.

The overall profitability of the banking sector in Kenya has improved

tremendously over the last 10 years and the sector has also experienced rapid expansion in
the recent past which resulted to intensive competition providing innovative products,
efficient management in the resources allocation and saving money (Wainaina, 2013).
Online banking in Kenya can be said to have improved with a number of banks involved in
the provision of these services. Some of these banks include Equity, KCB, Barclays, Stanbic
and Standard Chartered among others.

Kamandea, Evusa Zablonb, and Ariembac (2016) aimed to determine the effects of bank
specific factors on the financial performance of commercial banks in Kenya for a period of 5
years, starting from the year 2011 to 2015. The dependent variable under investigation was
return on assets (ROA). The independent variables were capital adequacy, asset quality,
management efficiency, earnings ability and liquidity. The study concludes that Asset
quality of the bank have the highest influence on ROA of banks. Kiptum (2016) looked at
the influence of innovation in financial performance of commercial banks in Kenya. The
findings revealed that expenditure on institutional innovation, expenditure on product
innovations and expenditure on Marketing Innovations on Financial performance of
commercial banks return on assets are substantial predictors of return on asset by extension
the profitability levels of the regulated commercial Banks in Kenya. The study recommended
another research to establish effects of the performances based on Banks size and equity
size.

Macharia (2016) investigated determinants of profitability of Kenyan commercial banks.
The study explored effect of the bank size, adequacy of capital, liquidity, credit risk and
operational efficiency on banks‟ profitability. The study concluded that high levels of
liquidity provides adequate funds to lend which in turn increase interest income hence
banks‟ profitability and that poor operational efficiency through poor management of
4

expenses reduces the profitability of commercial banks. It was also recommended that
further research is needed to establish the effect of financial performance using different
indicators other than ROA. These include ROE, Interest Margin, and net profit margin.
Besides, the effect of bank innovations on profitability, return on assets, and total income in
Kenyan commercial banks was found to be statistically significant (Munywoki, 2016).
Investigating the effect of ICT adoption on the financial performance of savings and credit
co-operative societies in Nairobi County, Keah (2014) notes that an increase in ICT adoption
leads to an increase in SACCOs financial performance while Mwenda (2015) indicates that
Service Delivery Technologies enables banks to offer a broad variety of services to
customers.

Online Banking ,IB, is the latest in the series of technological wonders of the recent past.
ATMs, Tele-Banking, Online Banking, Credit Cards and Debit Cards have emerged as
effective delivery channels for traditional banking products. Banks know that the Internet
opens up new horizons for them and moves them from local to global frontiers (Qureshi,
Zafar, & Khan, 2008). Simpson (2002) recommends that ebanking is driven to a great extent
by the possibilities of working costs minimization and working incomes augmentation.
Investigation of the condition of electronic saving money in both created and creating
markets recommend that previous markets have enlisted bring down exchange costs and
higher income streams.

1.2 Statement of the Problem
The concept of online banking has been beneficial in improving the banking industry. It is a
fact that because of online banking, banks have made enormous profits (Njuguna, Ritho,
Olweny, & Wanderi, 2012). Hence, the impact of IT in the banking sector is very evident in
the nature of products and service delivery channels. The introduction of direct banking and
Internet-based financial services over the past decade has spurred profound changes in
customer behavior and service expectations. In today's Financial Services (FS), customers
demand immediate fulfillment. In short, they want to conduct real-time transactions from
any location, through any device, for any product all at their convenience. At the same time,
they demand consistent levels of service across all delivery channels.
5

Several recent studies have also explored in great detail the resultant impact of technology
on the Kenyan banking sector. A causal study by Kingoo (2011) evidently revealed bank
performance is enhanced by ebanking adoption. In the happening of this, a recommendation
emphasized that banks must focus their needs to achieve their goals by using the appropriate
technology as opposed to using ICTs in electronic banking because the competition have
positively embraced it‟s use. Njogu (2013) also examined the effect of electronic banking on
profitability of commercial banks in Kenya. Electronic banking service provides
convenience and promptness to customers along with cost savings, banks are also interested
in expanding their market through internet services.

While Online Banking (OB) has grown rapidly, there is not enough evidence of its impact on
the performance of banks, particularly within the Kenyan banking industry. A gap still exists
on exactly whether internet banking has resulted into growth of commercial banks‟
profitability. Therefore, it would be fascinating to know whether such factors; accessibility
and online risk management has led to remarkable improvement in the profitability of banks.
Unfortunately, a survey of existing literature worldwide revealed conflicting results. Some
studies show there is a significant positive relationship between risk management and
banking service accessibility and bank profitability, while other state the contrary. This study
sought to fill the existing research gap by answering the following research question: does
online banking impact profitability of commercial banks in Kenya?

1.3 Purpose of the study
The purpose of this study is to establish the impact of online banking on the financial
performance of Barclays Bank of Kenya.

1.4 Research questions
1.4.1 To what extent does accessibility of Online Banking affect financial performance of
Commercial banks in Kenya?
1.4.2 To what extent does Online Banking risk management strategies affect financial
performance of Commercial banks in Kenya?
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1.4.3 To what extent has Online Banking fees and commission affected financial
performance of Commercial banks in Kenya?

1.5 Justification of the Study
The study is significant to commercial banks, customers, policy makers and the general
academia.
1.5.1: Banks
The study will enable the unearthing profitability issues of online banking by understanding
cost factors, operational efficiency and other factors of performance of echannel.
1.5.2: Customers
In figuring out issues in Online Banking, it can help customers to understand how to use
online banking and also know that their problems will be resolved if they are able to note
them down correctly.
1.5.4 Researchers and Academicians
Academicians will gain on literature on different angles of performance measurement in
relation to investments and diversification of e-banking channel.
1.5.4 Policy Makers
Government and regulatory institutions will gain knowledge on in the new channel of Online
Banking. This could help in setting relevant strategies to promote Online Banking to
decongest banking halls and achieve secure transactions.

1.6 Scope of the Study
This study focused on the Barclays Bank of Kenya as a case study. The results of the study
were expected to apply to all commercial banks since the stakeholders of these commercial
banks were anticipated to be impacted by this study. The study was carried out for a period
of four weeks 20th March to April 20th 2018. The study was limited due to busy work
schedules of the respondents hence some ended giving their responses without proper
analysis of the research questions. The study could have been limited by a smaller scope of
target population; only Barclays Bank of Kenya was studied, hence, this may not be the case
across the banking sector.
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1.7 Definition of terms
1.7.1 Innovation
Is the application of better solutions that meet new requirements, in articulated needs, or
existing market needs. This is accomplished through products that are more effective,
processes, services, technologies, or ideas that are readily available to markets, governments,
and society (Rahim & Seyal, 2017).
1.7.2 Mobile banking
“Any transaction, involving of banking activities, which is initiated and/or completed by
using mobile access to computer mediated networks with the help of an electronic device”
(Grabner, Tiwari & Buse, 2016).

1.7.3 Online Banking
e-banking is viewed as the process by which a customer carries out banking transactions
electronically without going to a brick-and-mortar institution (Simpson, 2002)
1.7.4 RTGS
Is a system for settlement of large-value transactions between banks and other financial
institutions (Boston Consulting Group, 2009).

1.7.5 Accessibility
Accessibility defines as the ability of users to access information and services from the web
and dependents on many factors. These include the content format; the user's hardware,
software and settings; internet connections; the environmental conditions and the user's
abilities and disabilities (Hackett & Parmanto, 2009)

1.7.6 Financial performance
Financial performance means firm's overall financial health over a given period of time
(Amalendu, Somnath, & Gautam, 2011).

1.8 Chapter Summary
The entire research was organized into five chapters and the outline of each chapter is given
as takes after: Chapter One discussed the Background of the Study, Statement of the
problem, Specific and General Purpose of the Study, Research Questions related to 8 the
8

objectives, Relevance of the Study and Scope/limitations of the study. Chapter Two: This
was on Literature reviewed from relevant textbooks, diaries, websites and other referenced
sources. Chapter Three covered the organization profile and research methodologies used for
the study. Chapter Four covered the presentation and investigation of information by method
for figures, graphical presentation and insights. Chapter Five covered discussion of the
findings, conclusion and recommendation on the commitment of Online Banking to a bank's
profitability with Barclays Kenya as the case study.
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CHAPTER TWO
2.0 LITERATURE REVIEW
2.1 Introduction
The chapter reviews literature based on the research questions of the study. The first section
presents literature on the impact of accessibility of online banking on financial performance
of commercial banks. Thereafter the second section reviews literature on impact of service
and banking accessibility on financial performance of commercial banks, whilst the last
section examines literature on the relationship between Online Banking and profitability of
commercial banks.

2.2 Impact of Banking Accessibility on Financial Performance of Commercial Banks
In this section, the study discussed literature related to accessibility of online banking and
financial performance of commercial banks.

2.2.1 Ease of Accessibility of Online Banking
Accessibility of digital banking has to do with the ease with which customers have access to
financial tools, their accounts, ease of making payments from their accounts and access to
money available in the accounts using various digital channels namely, online banking
facilities, ATMs, POS terminals, mobile banking to mention but a few (Munyolo et al.,
2015). Accessibility characterizes how these channels make a significant ordeal to the clients
regarding access to their assets, access to banking facilities and services and feedback. It
determines whether customers find the products to be serving their needs when they want it,
in a way that makes their banking convenient (Villers, 2012). Access to information and the
ease with which consumers can share views with those they know. Good experiences can be
easily shared online... as can negative ones. They also eliminate the need for buildings and
office equipment.

Mutua (2013) stated that mobile banking can make basic financial services more accessible
by minimizing time and distance to the nearest retail bank branches as well as reducing the
bank„s own overheads and transaction- related costs. Besides, studies have also shown that
the poor often have greater familiarity and trust in mobile phone companies than with
10

normal financial institutions. Clients can get to account data whenever, day or night, and this
should be possible from any place (Okiro & Ndungu, 2013). For Burgess and Rohini
(2005), the expansion of rural banking in India significantly reduced rural poverty rates due
to increased access to credit, expansion of branchless banking, in which banks increase the
financial reach using agents as intermediaries to provide services to clients in rural and
remote areas where the fixed costs of opening a branch would be prohibitive.

According to Kling and Elliott (1994), accessibility is defined as the ease with which
individual can locate specific computer system (such as an Online Banking services). User
perceptions of accessibility have been found to be related to technology and information use
in both organizational communications and information systems research (Chandio, 2011).
Accessibility has a number of dimensions such as the access to and interface with the source,
and the capability of physically retrieving important information. However, previous
research has suggested that physical access to data (information) is not dependent on the
access to an information system (Culnan, 2006). In discussing the results of his study,
Culnan (2006) noted that, while providing unobstructed physical access to information is
essential for use of information systems; however, physical access only does not guarantee
the use of information systems.

Stauble (2011) notes that one of the most important benefits to online banking is that
consumers have a greater handle on their money since they only need a mobile connection to
access their accounts. This perhaps true to mobile banking in every sense since customers
can check their balances and transactions anytime, customers can get alerted about various
situations, such as if their account is low. Online banking can make this easier by offering
convenient access to your account information and the ability to pay bills and move your
money. Going by the statistics by the Communication Authority of Kenya (2012), nearly
forty-four percent Kenyan population uses the internet with the majority getting to the
internet through their cellphones.
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According to Ondiege (2010) mobile banking is staging a true “revolution” in access to
finance. A mobile phone can serve as a virtual bankcard; a point of sale terminal; an ATM;
and or as Online Banking terminal (Ondiege, 2010). One of the biggest attractions of internet
banks is the level of online accessibility. Many traditional banks underestimated the demand
for online services before, but now almost every bank has some form of online banking.
Internet banks, by their nature, have above average online services. Simply put, you can do
everything you would normally do at a branch bank from the comfort of your own home
(Beattie, 2015). That is to say, Mobile banking offers millions of people a potential solution
in emerging markets that have access to a cell phone, yet remain excluded from the financial
mainstream. It can make basic financial services more accessible by minimizing time and
distance to the nearest retail bank branches (Ivatury & Pickens, 2006).

Islam, Kumar, and Biswas (2007) examined the satisfaction level of ATM cardholders of a
leading bank (HBSC) in Bangladesh. The study found significant relationship of ATM
service quality with customers' satisfaction. The study identified that location, personnel
response, quality of currency notes, promptness of card delivery and performance of ATM
were positively and significantly related to customer' satisfaction. Akamavi (2005) also
notes that innovation in the financial services sector has led to recent fundamental changes
including; deregulation, increasing competition, higher cost of developing new products and
the rapid pace of technological innovation, more demanding customers and consolidation of
corporations.

In theory, pure play Online Banking offers advantages both for the banks and their
customers, but whether these benefits can be realized in practice is unclear. The author
systematically analyzes the financial performance of pure Internet banks. He finds that, as
with nonfinancial dot-coms, Internet banks grow rapidly but produce little or no profits.
Regulators have recognized this problem by requiring new Internet banks to have more
initial equity capital than traditional banks (DeYoung, 2001). According to SunTrust bank
(2015) in a study conducted by research firm Frost & Sullivan, nearly 40 percent of mobile
users-upwards of 100 million people-are likely to use mobile banking by 2020.
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The appeal is clear: “With online and mobile banking, you have the convenience of being
able to log in [to your accounts] anytime, anywhere,” says financial writer Kimberly Palmer,
author of The Economy of You: Discover Your Inner Entrepreneur and Recession-Proof
Your Life. “You can also more easily keep track of your spending, since you can review
your accounts often.
Yancy (2013) notes that banking mobile apps are designed in such a way as will enable even
a non-technical customer to conduct financial operations anytime and from anywhere. Thus,
one does not have to pay extra for conducting banking transactions while shopping,
traveling, or even while out on a holiday, the mobile applications are easy to use and access.
Rayhan, Sohel, Islam, and Mahjan (2012) point out that mobile phone makes access to
banking and advanced payment transactions at affordable cost. A positive aspect of 16
mobile phones is that mobile networks can reach remote areas at low cost to both the
consumer and the bank and this meaning customer is more satisfied. Worku, Tilahun and
Tafa (2016) conducted a study to determine the effects of online banking on the customer
satisfaction level. The researchers compared the level of customer satisfaction in the use of
online banking and traditional banking.

The speed of operations determines customer satisfaction. It means that a commercial bank
must ensure that its online banking system is very fast to avoid customer complaints that
may lead to the loss of customers. The second factor is reliability. The online banking
services must be very reliable. It means that they must serve the consumers at any time when
they are needed and in case of any breakdowns, they should quickly be repaired. The third
factor is pleasure (Bebli, 2012).

An online banking service must be interesting to a consumer before he or she can use it. For
example, the location of an automated teller machine will determine the number of
consumers that will visit it. The other factor is privacy. In the utilization of online banking,
the safety of the personal data of the consumers must be assured before they carry out any
transaction. The researchers concluded that stakeholders need to be educated about these
factors (Bebli, 2012). Employees must be educated on how to handle the employees and
customers must be educated on the factors that determine the safe use of online banking.
13

The customer experience as a result of the utilization of online banking cannot be denied.
The truth of the matter is that the consumers have enjoyed better services since the
introduction of online banking in commercial banks. Research conducted on the reasons why
customers prefer online banking indicate different factors. The first factor is convenience
(Clemes, Gan & Du, 2012). One advantage that online banking has over traditional banking
is that it can be done anywhere. A client is only required to have access and conduct any
transaction. Birch and Young (1997) show that consumers seek convenience, transactional
efficiency, a choice of core banking products and non-core products, and access to
competitive returns and prices.
Mazaheri, Mohajeranib and Nourseresh (2016) sought to establish how prioritizing factors
affecting customer satisfaction in the Online Banking system based on cause and effect
relationships. At the end, the values of R, D, R+D and R-D are calculated, which based on
these criteria the cause and effect relationships of factors analyzed and factors affecting
customer satisfaction in Online Banking system prioritized.

In South Africa, the DRC, Zambia and Kenya for instance, mobile phone banking is taking
services to remote areas where conventional banks have been physically absent. Subscribers
can now open accounts, check their balances, pay their bills, transfer money, and cater for
their daily basic needs. In the past 30 years, three (3) products that are seen to have had the
most impact on the world are in the ICT sector: the internet, PCs and mobile phones. Of
these, the mobile phone has the highest penetration in developing countries (Ondeige, 2010).

Retaining customer loyalty. Reaching new markets. Keeping up with changing and complex
regulations worldwide. These are the ultimate concerns of many executives-particularly in
financial services-where it is imperative that capital outlays result in a definite return on
investment. In the face of these challenges, banks and financial services organizations are
continually pressed to look for innovative ways to differentiate themselves from the
competition (IBM, 2006). Nochai and Nochai (2013) carried out a study with the aim of
finding the Online Banking service dimensions that will have the impact on customer
satisfaction among top three banks in the Bangkok area: Bangkok Bank, Kasikorn Bank and
Siam Commercial Bank. Results showed that providing 24hours-7days service, completing a
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task accurately, contacting staff to check immediately, providing accurate information & up
to date, transaction process is fast, and providing online registration times were the
important factors that have the impact on customer satisfaction (Nochai & Nochai, 2013).

Chan and Jia (2011) conducted a study in China on the effects of mobile banking on
financial deepening of banks. A sampled survey of 50 commercial banks was used; a
regression model was used for data analysis and the results of the analysis revealed a
significant positive relationship between mobile banking and customer deposits while Njiru
(2014) talking about access to banks with reference CBK report says 76.7% customers in the
country have access to a financial institution within five-kilometer radius, compared to
Uganda and Tanzania which recorded 42.7% and 31 % respectively. There has been rapid
increase in access points to technological innovations, financial system and regulatory
reforms, and increased competition in the market. The use of ATMs, POS terminals, Internet
and mobile phone platforms have accelerated and moved closer to branchless banking. The
study states that in Kenya there are 65,353 access points that include bank agents, money
transfer services, saccos, forex bureaus, and insurers.

In Kenya, it has even been made possible with mobile phones. Despite the fact that some
people may find it difficult to use the internet, online banking can be taught in under a short
time. Banks such as Barclays Bank have online support through which individuals can make
enquiries regarding the use of online banking. Besides this, it is also cheaper to utilize online
banking (Clemes, Gan & Du, 2017). There is no need of moving from one place to another
in such of an ATM or a bank to conduct a transaction. So long as one has internet, it is
possible to conduct transactions at any time. The report by CBK (2015) suggests a
slowdown in physical bank branches expansion is partly attributed to the adoption of
alternative delivery channels such as mobile banking, Online Banking and agency banking.

Research by Ivatury and Pickens (2006) and Bångens and Söderberg (2008) suggest that the
potential for mobile money technology is increasingly advancing. The aforementioned
studies further indicate that mobile banking has replaced most of the financial transactions,
which traditionally were carried out over the counter. It has also been stated that mobile
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banking saves of transaction costs, both direct and indirect, that are associated with manually
depositing or withdrawing money from banks. However, it has been observed that regardless
of Mobile Banking‟s wide set of applications, a good percentage of the mobile phone users
still do not make use of all the available Mobile Banking facilities. Many people still
personally visit banking halls to perform transactions that could have otherwise been done
by mobile banking, thereby time consuming to and from the bank, and money associated
with the travels, besides risking theft of the withdrawal from the banks.
Muluka‟s (2015 ) study purposed to investigate the influence of digital banking on customer
satisfaction case of National Bank of Kenya Bungoma County. The findings of the study
established that there was a strong positive correlation between speed of transactions and
customer satisfaction (r=0.749, p< 0.01), adaptability of digital banking and customer
satisfaction was also correlated (r=0.789, p (r=0.789, p<0.01). Lastly, there was a negative
significant relationship between affordability and customer satisfaction (r= -.216, p<0.01).
Furthermore, Maiyo (2013) led an investigation on the impact of electronic banking on the
performance of business banks in Kenya; the survey found that embracing ebanking had
improved effectiveness, productivity and efficiency of commercial banks in the country. It
was revealed that mobile banking has a significant effect on returns on asset whereas fees
and commission from Online Banking as well as the amount of money that commercial
banks invest in electronic banking to install, train staff and maintain the platforms has no or
minimal effect on return on assets.

Mageto, Muturi, and Abuga (2017) sought to establish the effects of perceived ease of
accessibility of mobile payments technology on financial performance of commercial banks
in Kisii Town. The study found out that there are prompt feedbacks from the banks on
clients‟ transactions to a high extent, and that there was network to carry out mobile
banking, although there are long procedures involved when using mobile banking. The study
noted that perceived ease of accessibility of mobile payments has a statistically significant
influence on the financial performance of commercial banks. Moreover, Njogu (2013)
investigated the effect of Online Banking on customer deposits of commercial banks in
Kenya. The results of the regression analysis found that the overall regression mode was
16

statistically significant. The model showed a positive relationship between Online Banking
and customers‟ deposits. The study recommends that a study should be conducted on the
same variables that is Online Banking and customers deposits in deposit taking microfinance
institutions then results and findings can be compared and conclusions drawn and hence
make recommendations based on the findings of the study.

2.2.2 Innovation Diffusion Theory
The Adoption Process (also known as the Diffusion of Innovation) describes the behaviour
of consumers as they patronize new products and services. The individual categories of
innovator, early adaptors, early majority, late majority and laggards (Bourne, 1959). Ahmad
and Ali Al-Zu‟bi (2011) revealed that, the determinant of adoption of e-banking are
accessibility, convenience, security, privacy, content, design, speed, fees and charges. In
organizational settings, the most commonly used definition of an innovation is "a new idea,
which may be a recombination of old ideas, a scheme that challenges the present order, a
formula, or unique approach which is perceived as new by the individuals involved"
(Larsen, 1993). According to this definition, any idea, whether it pertains to products,
production processes, administrative procedures, or information technology may be regarded
as an innovation as long as people, on an individual basis, are of the opinion that is it
something new to them. Rogers (2003) defines innovation as an idea, practice, or object that
is perceived as new by an individual or other unit of adoption. It should be noted here that
Rogers (2003) often uses terms innovation and technology as synonyms. A technology,
according to him, is a design for instrumental action that reduces the uncertainty in the
cause-effect relationships involved in achieving a desired outcome.

Mahajan and Peterson (2010) defined an innovation as any idea, object or practice that is
perceived as new by members of the social system and defined the diffusion of innovation as
the process by which the innovation is communicated through certain channels over time
among members of social systems. Diffusion of innovation theory attempts to explain and
describe the mechanisms of how new inventions in this case internet banking is adopted and
becomes successful. Sevcik (2004) states that not all innovations are adopted even if they are
good it may take a long time for an innovation to be adopted. He further stated that
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resistance to change might be a hindrance to diffusion of innovation although it might not
stop the innovation it will slow it down. Rogers (1995) identified five critical attributes that
greatly influence the rate of adoption. These include relative advantage, compatibility,
complexity, triability and observability.

Observability of an innovation describes the extent to which an innovation is visible to the
members of a social system, and the benefits can be easily observed and communicated
(Rodgers, 1995). Moore and Benbasat (1991) simplified the original construct by redefining
observability into two constructs: visibility and result demonstrability. According to Ram
and Sheth (1989), trialability is defined as the capacity to experiment with new technology
before adoption. Potential adopters who are allowed to experiment with an innovation will
feel more comfortable with it and are more likely to adopt it. Perceived risk refers to the
degree of risks in using an innovation.

Relative advantage refers to the degree to which an innovation is perceived as providing
more benefits than its predecessor provides. It results in increased efficiency, economic
benefits and enhanced status. Previous research has concluded that relative advantage of an
innovation is positively related to the rate of adoption. When a user perceives relative
advantage or usefulness of a new technology over an old one, they tend to adopt it. In the
context of ICT adoption, benefits such as immediacy, convenience and affordability to
customers have been reported. Thus, it is assumed that, when customers perceive distinct
advantages offered by ICT, they are more likely to adopt it (Roberts & Amit, 2003) .

According to Rogers (2003), the rate of adoption of innovations depends on how an
organization perceives its relative advantage, compatibility, triability, observability and
complexity. If a bank in Kenya and for that matter in Nairobi County observes the benefits
of digital banking it adopts these innovations given other factors such as the availability of
the required resources. Adoption of such innovations will be faster in organizations that have
internet access and information technology departments than in organizations without.
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Diffusion Innovation theory cause a pro-innovation bias in that it promotes innovations. That
is to say “the rate of adoption of successful innovation can be researched.” While it promotes
successful diffusions which can easily be identified and investigated it does not sufficient
account for unsuccessful diffusion which normally does not leave visible traces that can
easily be studied. Lastly, Compatibility refers to the degree to which a service is perceived
as consistent with users‟ existing values, beliefs, habits and present and previous experiences
(Chen, Gillenson, & Sherrell, 2004). Compatibility is an important feature of innovation as
conformance with user‟s lifestyle can propel a rapid rate of adoption (Rogers, 2003).

2.3 Impact of Online Risk Management Strategies on Financial Performance of
Commercial Banks
In this section, the study discussed literature related to online risk management strategies and
financial performance of commercial banks.

2.3.1 Risks of Online Banking
The central financial advantage claimed by the pure Internet model is lower overhead than
for traditional banks, which in theory enables more profits or higher deposit interest rates;
however, anecdotal evidence points to various weaknesses of Online Banking (Kamanthe,
2015). Person-to-person service is more difficult, and customers are unwilling to buy more
complicated but higher-yielding products, such as mortgages, over the Web. Internet-only
banks make up the difference in assets by buying lower-yielding assets, such as mortgagebacked securities. However, despite presenting a great opportunity for the financial sector,
Online Banking still provides serous serious risks and threats as discussed in the subsequent
paragraphs (CBK, 2013).

One of the many risks that has emerged alongside Online Banking is strategic risk. Strategic
risk is the current and prospective impact on earnings or capital arising from adverse
business decisions, improper implementation of decisions or lack of strategic goals, the
business strategies developed to achieve those goals, the resources deployed these goals and
the quality of implementation (Sokolov, 2007). People with technological, but not banking,
skills can end up driving the initiatives. E-initiatives can spring up in an incoherent and
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piecemeal manner in firms. They can be expensive and can fail to recoup their cost.
Furthermore, they are often positioned as loss leaders (to capture market share), but may not
attract the types of customers that banks want or expect and may have unexpected
implications on existing business lines. Poor e-banking planning and investment decisions
can increase a financial institution‟s strategic risk.

Another risk is foreign exchange risk. This occurs when a loan or portfolio of loans is
denominated in a foreign currency or is funded by borrowings in another currency (Uppal,
2011). In some cases, banks will enter into multi-currency credit commitments that permit
borrowers to select the currency they prefer to use in each rollover period. Banks may be
exposed to foreign exchange risk if they accept deposits from non-resident Kenyans or
create accounts denominated in currencies other than Kenyan Shilling on Online Banking,
although this risk is similar to the real account but internet may provide frequently large
number of transactions. Appropriate system should be developed if banks engage in these
activities.
Moreover, security risk arises because of unauthorized access to a bank‟s critical
information stores like accounting system, risk management system, portfolio management
system, etc. A breach of security could result in direct financial loss to the bank. For
instance, hacking is coming out as a dangerous threat to financial data stored online. This
may result in loss of data, theft of or tampering with customer information, disabling of a
significant portion of bank‟s internal computer system thus denying service, cost of repairing
these (Slonanki, 2012; Carney,2017).
Operations risk arises from fraud, processing errors, system disruptions, or other
unanticipated events resulting in the institution‟s inability to deliver products or services.
This risk exists in each product and service offered (Graham, 2012). The level of transaction
risk is affected by the structure of the institution‟s processing environment, including the
types of services offered and the complexity of the processes and supporting technology
(Solanki, 2012).
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According to Cristina (2013), business risks are also significant. Given the newness of ebanking, nobody knows much about whether e-banking customers will have different
characteristics from the traditional banking customers. They may well have different
characteristics. This could render existing score card models inappropriate, this resulting in
either higher rejection rates or inappropriate pricing to cover the risk. Banks may not be able
to assess credit quality at a distance as effectively as they do in face-to-face circumstances. It
could be more difficult to assess the nature and quality of collateral offered at a distance,
especially if it is located in an area the bank is unfamiliar with (particularly if this is
overseas). Furthermore as it is difficult to predict customer volumes and the stickiness of edeposits (things which could lead either to rapid flows in or out of the bank) it could be very
difficult to manage liquidity (Solanki, 2012).

As Solanki (2012) further suggests, reputational risks is considerably heightened for banks
using the Internet. For instance, the Internet allows for the rapid dissemination of
information that means that any incident, either good or bad, is common knowledge within a
short space of time. The speed of the Internet considerably cuts the optimal response times
for both banks and regulators to any incident.

Internet rate risk is the risk to earnings or capital arising from movements in interest rates.
Uppal (2011) defines interest rate risk as the risk to earnings or capital, arising from
movements in interest rates. Interest rate risk arises from different between the timing of rate
changes and timing of cash flows Online Banking can attract deposits, loans and other
relationships from a large pool of possible customers than other forms of marketing. Greater
access to customers who primarily seek the best rate or term reinforces the need for
managers to maintain appropriate asset/liability management systems, including the ability
to react quickly to changing market conditions (Sarma & Singh, 2010; Chan & Jia, 2011).

Compliance Risk: Compliance risk is the risk to earning or capital violations of, or
nonconformance with, laws, rules, regulations, prescribed practices, or ethical standards.
Compliance risk is also arises in situations where the laws or rules governing certain bank
products or activities of the bank‟s clients may be ambiguous or untested. Compliance risk
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exposes the institution to fines, civil money penalties, payment of damages, and the voiding
of contracts (Pandey & Shukla, 2010). It is quite relevant to note that most countries are yet
to either adapt or implement proper policies and regulations on the internet risks and
cyberspace at large.

Criminal activities such as money laundering are also part of the most prolific threats to
internet security. As Ping (2004) states, money laundering is the practice of engaging in
financial transactions in order to conceal the identity, source, and/or destination of money,
and is a main operation of the underground economy. Money laundering is called what it is
because that perfectly describes what takes place - illegal, or dirty, money is put through a
cycle of transactions, or washed, so that it comes out the other end as legal, or clean, money.
In other words, the source of illegally obtained funds is obscured through a succession of
transfers and deals in order that those same funds can eventually be made to appear as
legitimate income. As a result, Every financial institution is charged with the responsibility
of developing policies and procedures to combat money laundering, which includes the duty
to be aware of trends and adaptations in the methods which money carries out laundering
(Ping, 2012).
The most difficult aspect of this responsibility is a financial organization‟s ability to
anticipate new criminal behavior and to proactively implement protocols before the criminal
behavior occurs. As Online Banking transactions are conducted remotely, banks may find it
difficult to apply traditional method for detecting and preventing undesirable criminal
activities (ONCIX, 2000). Application of money laundering rules may also be inappropriate
for some forms of electronic payments. Thus, banks expose themselves to the money
laundering risk. This may result in legal sanctions for non-compliance with “know your
customer” laws.

Cross-border issues are also facing the banking sector. Electronic banking and electronic
money activities are based on technology that by its very nature is designed to extend the
geographic reach of banks and customers. Such market expansion can extend beyond
national borders, highlighting certain risks (Johnson, 2008). Although banks currently face
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similar types of risks in international banking, it is important to note that these risks are also
relevant to the cross-border conduct of electronic banking and electronic money.
Banks may face different legal and regulatory requirements when they deal with customers
across national borders (BCBS, 1998). For new forms of retail, electronic banking, such as
Online Banking, and for electronic money, there may be uncertainties about legal
requirements in some countries. In addition, there may be jurisdictional ambiguities with
respect to the responsibilities of different national authorities. Such considerations may
expose banks to legal risk associated with non-compliance with different national laws and
regulations, including consumer protection laws, record-keeping and reporting requirements,
privacy rules, and money laundering laws.

Any problems encountered by one firm in this new environment may affect the business of
another, as it may affect confidence in the Internet as a whole (Mihalcescu, Ciolacu, &
Titrade, 2010). There is therefore a risk that one rogue e-bank could cause significant
problems for all banks providing services via the Internet. This is a new type of systemic risk
and is causing concern to e-banking providers. Overall, the Internet puts an emphasis on
reputational risks. Banks need to be sure that customers‟ rights and information needs are
adequately safeguarded and provided for.

2.3.2 Online Banking Risk Management Strategies
Banks and other financial institutions are increasingly concerned about the sharp increase in
cyber-attacks and their consequences. In an IIF survey of global banks, conducted in
partnership with EY, both the Boards of Directors and Chief Risk Officers (CRO) deemed
“Cybersecurity” to be a top strategic priority, second only to addressing new regulatory rules
and supervisory expectations (EY/IIF, 2016). Boer and Vazquez (2017) allude that
individual financial institutions have been investing heavily in control functions to counter
these threats, increasing risk awareness and safeguarding critical assets and data.
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According to Dorfman (2007), once risks have been identified and assessed, all techniques
to manage the risk fall into one or more of these four major categories: risk avoidance, risk
abatement, risk allocation and risk retention. According to (Mog‟are, 2015), Risk
Management model consists of risk identification, risk assessment, and prioritization of risks
followed by coordinated and economical application of resources to minimize, monitor, and
control the probability and/or impact of unfortunate events or to maximize the realization of
opportunities (Wenk, 2005).

Examples of risk management strategies include hedging. According to the Basel Committee
on Banking Supervision (BCBS), e-banking risks, in which Online Risk Management
Strategies fall under, can be managed through three broad ways: board and management
oversight, security controls and legal and reputational risk management. According to Uppal
(2011), Online Risk Management Strategies can be managed through using access controls,
firewalls, security infrastructure, penetration testing, back-up and recovery, among other
measures. Boer and Vazquez (2017) write that authorities, in turn, have developed strategic
initiatives, guidance papers and regulatory approaches to combat cybercrime and to
strengthen the resilience of the wider financial system. There are also various initiatives
being developed around the world that promote intelligence gathering and information
sharing between public and private sector stakeholders (which, together with data, are prerequisites for cyber-insurability).

Risk assessment is an ongoing process in e-banking (BCBS, 2000). It typically involves
three steps. Firstly, Bank management should form a reasonable judgment of the magnitude
of any risk with respect to both the impact it can have on the bank and the probability that
such an event occurs. Management should determine the bank‟s risk tolerance, based on an
assessment of the losses the bank can afford to sustain in the event a given problem
materializes.
FATF (2014) recommends that having made an assessment of risks and its risk tolerance,
bank management should take steps to manage and control risks. This phase of a risk
management process includes activities such as implementing security policies and
measures, co-coordinating internal communication, evaluating and upgrading products and
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services, implementing measures to ensure that outsourcing risks are controlled and
managed, providing disclosures and customer education, and developing contingency plans.
Senior management should ensure that staffs responsible for enforcing risk limits have
authority independent from the business unit undertaking the electronic banking or
electronic money activity. As put by the Central Bank of Kenya (2013), banks increase their
ability to control and manage the various risks inherent in any activity when policies and
procedures are set out in written documentation and made available to all relevant staff.

As Solanki (2012) further states, for an increasing number of banks there may be a strategic
reason for engaging in electronic banking and electronic money activities. In addition,
greater use of electronic banking and electronic money may increase the efficiency of the
banking and payment system, benefiting consumers and merchants. At the same time, there
are risks for banks engaging in electronic banking and electronic money activities. Mundhe
(2016) affirms that risks must be balanced against benefits; banks must be able to manage
and control risks and absorb any related losses if necessary.
The rapid pace of technological innovation is likely to change the nature and scope of risks
banks face in electronic money and electronic banking. Supervisors expect banks to have
processes that enable bank management to respond to current risks, and to adjust to new
risks. A risk management process that includes the three basic elements of assessing risks,
controlling risk exposure, and monitoring risks will help banks and supervisors attain these
goals (HKMA, 2011). Banks may employ such a process when committing to new electronic
banking and electronic money activities, and as they evaluate existing commitments to these
activities.

Security is the combination of systems, applications, and internal controls used to safeguard
the integrity, authenticity, and confidentiality of data and operating processes (BCBS, 1998).
Proper security relies on the development and implementation of adequate security policies
and security measures for processes within the bank, and for communication between the
bank and external parties. Security policies and measures can limit the risk of external and
internal attacks on electronic banking and electronic money systems, as well as the
reputational risk arising from security breaches. Security measures are combinations of
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hardware and software tools, and personnel management that contribute to building secure
systems and operations. Such measures include, for example, encryption, passwords,
firewalls, virus controls, and employee screening. Brauer (2011) describes encryption as the
use of cryptographic algorithms to encode clear text data into cipher text to prevent
unauthorized observation. Passwords, pass phrases, personal identification numbers,
hardware-based tokens, and biometrics are techniques for controlling access and identifying
users.

Firewalls are combinations of hardware and software that screen and limit External access to
internal systems connected to open networks such as the Internet (Kondabagil, 2007).
Firewalls may also separate segments of internal networks using Internet technology
(Intranets). Firewall technology, if properly designed and implemented, can be an effective
means of controlling access and safeguarding data confidentiality and integrity. Although
firewalls screen incoming messages they do not necessarily protect against virus infected
programs downloaded from the Internet. Therefore, banks should develop prevention and
detection controls to reduce the chance of virus attack and data destruction, particularly for
remote banking.

Aspects of operational, reputational, legal, and other risks can be managed and controlled if
senior management communicates to key staff how the provision of electronic banking and
electronic money is intended to support the overall goals of the bank (BCBS, 2000). At the
same time, technical staff should clearly communicate to senior management how systems
are designed to work, as well as the strengths and weaknesses of systems. Such procedures
can reduce operational risks of poor systems design, including incompatibility of different
systems within a banking organization; data integrity problems; reputational risk associated
with customer dissatisfaction that systems did not work as expected; and credit and liquidity
risk. Concerned people must be provided with relevant training as technology advances.
Evaluating products and services before they are introduced on a widespread basis can also
help limit operational and reputational risks. Testing validates that equipment and systems
function properly and produce the desired results.
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A growing trend in the industry is for banks to focus strategically on core competencies and
rely on external parties specializing in activities outside the bank‟s expertise (Capgemini,
2017). While these arrangements may offer benefits such as cost-reduction and economies of
scale, outsourcing does not relieve the bank of the ultimate responsibility for controlling
risks that affect its operations. Consequently, banks should adopt policies to limit risks
arising from reliance on outside service providers. For example, bank management should
monitor the operational and financial performance of their service providers; ensure that
contractual relations between parties, as well as the expectations and obligations of each
party, are clearly understood and are defined in written, enforceable contracts; and maintain
a contingency arrangement to change service providers in a prompt manner, if necessary.
The Reserve Bank of India (2015) emphasizes that Security of the bank‟s sensitive
information is of critical importance. The outsourcing arrangement may require the bank to
share sensitive data with service providers. Bank management should evaluate the ability of
the service provider to maintain the same level of security as though the activities were
conducted in-house (Delbaere & Kluwer, 2016).
Programs to educate customers that address how to use new products and services, fees
charged for services and products, and problem and error resolution procedures can help
banks comply with customer protection and privacy laws and regulations. Giving
explanations and sharing the nature of a bank‟s relationship to a linked web site may help
reduce legal risk to a bank arising from problems with services or products on the linked
sites.

The contingency plan may address data recovery, alternative data-processing capabilities,
emergency staffing, and customer service support. Backup systems should be tested
periodically to ensure their continuing effectiveness. Bank management may insist that
outside service providers have backup capabilities (Solanki, 2012). In addition, management
may consider compensating actions it can take in the event service providers become
impaired.
For electronic banking and electronic money activities, monitoring is particularly important
both because the nature of the activities are likely to change rapidly as innovations occur,
and because of the reliance of some products on the use of open networks such as the
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Internet. Two important elements of monitoring are system testing and auditing (Malhotra &
Singh, 2009). Testing of systems operations can help detect unusual activity patterns and
avert major system problems, disruptions, and attacks. Penetration testing focuses upon the
identification, isolation, and confirmation of flaws in the design and implementation of
security mechanisms through controlled attempts to penetrate a system outside normal
procedures (Ganesan & Vivekanandan, 2009). Surveillance is a form of monitoring in which
software and audit applications are used to track activity.

Auditing (internal and external) provides an important independent control mechanism for
detecting deficiencies and minimizing risks in the provision of electronic banking and
electronic money services (De Young, 2001). The role of an auditor is to ensure that
appropriate standards, policies, and procedures are developed, and that the bank consistently
adheres to them. An internal auditor should be separate and independent from employees
making risk management decisions. To augment internal audit, management may seek
qualified external auditors, such as computer security consultants or other professionals with
relevant expertise.
Cross border risks may be more complex than risks banks face within their home country
(Arunachalam & Sivasubramanian, 2010). Hence, banks and supervisors may need to devote
added attention to assessing, controlling, and monitoring operational, reputational, legal and
other risks arising from cross border electronic banking and electronic money activities.
Banks that choose to provide services to customers in different national markets will need to
understand different national legal requirements, and develop an appreciation for national
differences in customer expectations and knowledge of products and services.

2.3.3 Impact of Internet Risks Management Strategies on Financial Performance
Studies on the relationship between risk management and financial performance of banks
mostly have been conceptual in nature, often drawing the theoretical link between good risk
management practices and improved bank performance. Schroeck (2002) and Nocco and
Stulz (2006) stress the importance of good risks management practices to maximize firms‟
value. In particular, Nocco and Stulz (2006) suggests that effective enterprise risk
management have a long-run competitive advantage to the firm (or banks) compared to
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those that manage and monitor risks individually. It is, therefore suggested that companies to
manage risks strategically by viewing all the risks together within a coordinated manner. In
relation to this, Stulz (1996) associates good risk management practices with the elimination
of costly lower-tail outcomes by proposing “full-cover” risk management as compared to
“selective” risk management. The study suggests that prudent risks management is important
in reducing the bankruptcy costs. Additionally, in the case of the USA, there are potential
benefits that risk management could also reduce taxes.
Several other studies draw the link between good risk management practices with improved
financial performances (for example, Schroeck, 2002). In particular, these studies propose
that prudent risk management practices reduce the volatility in banks‟ financial performance,
namely operating income, earnings, firm‟s market value, share return and return on equity.
Schroeck (2002) proposes that ensuring best practices through prudent risk management
result in increased earnings.

Despite the voluminous studies on the link between risk management practices and
companies performance, studies providing empirical evidence on the link between risk
management practices and bank financial performance, to our knowledge, has been
somewhat limited. Among these studies, Drzik (2005) shows that bank investment in risk
management during 1990s helped to reduce earnings and loss volatility during the 2001
recession. In the same vein, the study by Pagach and Warr (2007) examines factors that
influence the firm level of ERM and finds that the more leveraged the firms are, the more
volatile are their earnings. Using the hazard model to examine factors that influence firms‟
adoptions of the ERM, the study documents firms that are more levered, more volatile
earnings, and poorer stock performances, are more likely to adopt ERM.

The celebrated entrepreneur Larry Shoup, the CEO of Clear Armor Corporation, a cybersecurity firm focused on CyberSecurity Resource Planning (CRP), states that cyber-attacks
and internet risks eat into the profitability of the firms (Skroupa, 2017). FEI (2015) adds that
as large-scale instances of data theft-including theft of credit card records and personally
identifiable information (PII) - are becoming more frequent, corporate executives and
financial leaders are giving greater attention to the “cost” of cyber breaches (FEI, 2015).
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A study conducted by Cheruiyot (2010) indicated the impact of Online Banking on the
financial performance of commercial banks in Kenya. One major finding of the study was
that there are two types of banks. There are banks that have implemented online banking and
there are those that have not implemented online banking. As a result of this, banks that have
implemented online banking have made enough profits. Their profits have increased over
time due to the expansion of their services. One reason that the researcher used to explain
this argument was that online banking is a large bank. When compared to traditional
banking, online banking is more expanded with a number of services that cannot be provided
over the counter. These services generate profits for these commercial banks. However, the
researcher also indicated that online banking has increased financial risks.

Banks must seek to reduce risk perceived by their customers by offering specific guarantees
protecting them and taking their complaints seriously and urgently. Kigen (2010) studied the
impact of mobile banking on transaction costs of microfinance institutions where he found
out that by then, mobile banking had reduced transaction costs considerably though they
were not directly felt by the banks because of the then small mobile banking customer base.
Wambari (2009) studied mobile banking in developing countries using a case of Kenya
while Kamanthe (2015) sought to establish the effect of Online Banking risk management
strategies on financial performance of commercial banks in Kenya. The study concluded that
Online Banking risk management does not influence the performance of commercial banks
in Kenya.

Integrating the online channel with the rest of the bank is another important issue that banks
must focus on. This importance comes from the fact that all the value of the online channel
is realized offline - in cross sales completed in other channels and in cost reductions. An
actively used online channel should also serve as a medium to sell banking services for the
branch staff, the call center, and the relationship manager. Integrated channels working
together are far more effective than a group of channels working without any coordination
(Liao & Cheung, 2002).
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2. 4 Impact of Online Banking Fees and Commission on Performance of Commercial
Banks in Kenya
In this section, the study discussed literature related to online banking fees and commission
and financial performance of commercial banks.

2.4.1 Impact of Fee and Commission on Profitability
The technological development and digitalization of services has increased the competition
among financial institutions, which in turn led to decreased cost advantages of banks. As a
result, the profitability of traditional activities of banks dropped which consequently led to
an expansion of banking activities into non-traditional fee and commission bearing services
(Edwards & Mishkin, 1995; Rogers & Sinkey, 1999;Davis & Tuori, 2000). In Europe, noninterest income (NII) has increased from 26% to 41% of total income between 1989 and
1998 (Lepetit, Nys, Rous, & Tarazi, 2005). The most pronounced part of NII is net fee and
commission income (NFCI) that accounted on average for 58% of all NII between 1993 and
1998 in EU countries. Nevertheless, the composition of NII differs across European
countries significantly. Whereas in the United Kingdom NFCI represented more than 70% of
NII in 1998, it was only 35% in Portugal and Sweden (ECB , 2000).

As banks have become more involved in non-traditional activities that generate fee and
commission income, the number of literature examining the common features of banks
expanding into non-traditional areas has grown. While there are more studies trying to
document the determinants of non-interest income, NII, share at the bank level, the literature
studying the relation between market concentration and the magnitude of net fee and
commission income, NFCI, is limited. The first paper examining the correlation between HI
and NII was Moshirian, Sahgal, and Zhang (2011). Based on data from 20 developed
countries (109 banks), they found that banks facing high concentration have lower levels of
non-interest income activity. Moreover, they included a variable measuring the change in
market competition which turned out to be significantly negative. This means that even
though the concentration is slowly moving variable, also small changes influence the income
composition of banks significantly. This indicates that banks in highly competitive markets
are more likely to engage in risky behaviour including expansion in nontraditional activities.
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Similarly as the U.S. studies Moshirian et al. (2011) conclude that large banks with smaller
net interest margin (NIM) exhibit higher NII.

The rapid development of the technology infrastructure, in particular the growth in the
number of personal computers, the increased quality of Internet connections, the more
widespread use of the Internet in both homes and businesses, and the significant reduction in
both the fixed and variable costs of the Internet connections in Kenya, have made it possible
for the Internet to play a more central role in banks´ business strategy (Delgado & Nieto,
2004). Kenyan banks benefited particularly from the adoption of the Internet because of their
universal character. As with many European banks –unlike US banks prior to enactment of
the Gramm-Leach- Bliley Act of 1999; Kenyan banks have enjoyed the advantages of
"broad banking" Barth, Brumbaug and Wilcox (2000). Banks have been allowed to offer all
sorts of financial products and engage in a wide variety of financial business (including
securities trading and mutual funds management).

The main economic argument for adopting the Internet as a delivery channel is based on the
expected reduction in overhead expenses made possible by reducing and ultimately
eliminating physical branches and their associated costs (e.g. staff and rent). This is
particularly relevant in the Kenyan banking system the Internet delivery channel may
generate scale economies in excess of those available to traditional distribution channels.
The unit costs of Internet banking fall more rapidly than those of traditional banks as output
increases as a result of balance sheet growth. In this context, DeYoung, Lang and Nolle
(2007) refer to the Internet banking as a process innovation that functions mainly as a
substitute for physical branches for delivering banking services.

Locally, Kombe and Wafula (2015) suggest that the impact of ICT adoption on the
performance of banking sector mainly refers to time reductions and quality improvements,
rather than cost reductions as reported by many authors. Whereas, findings by Mulwa (2017)
suggests that the Fees and Commissions on internet banking predicted a negatively and
significant influence on ROA in banks hence increase in internet fees and commission led to
decrease in ROA.
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2.4.2 Effects of Cheaper Internet Costs on Financial Performance of Commercial
Banks
The rapid development of the technology infrastructure, in particular the growth in the
number of personal computers, the increased quality of Internet connections, the more
widespread use of the Internet in both homes and businesses, and the significant reduction in
both the fixed and variable costs of the Internet connections in Kenya, have made it possible
for the Internet to play a more central role in banks´ business strategy Delgado and Nieto
(2004).

A study by Hernando and Nieto (2007) found that opertating costs increment after the
appropriation of Online Banking, at that point it continuously diminish after some time and
wind up huge three year after adoption. On the contrary, DeYoung (2001) found no evidence
that Internet channel is a low-cost substitute for the physical branch delivery. Moreover,
there is evidence showing that the internetrelated costs increase, for example the cost for call
center that supports customer 24/7 or higher average wages for a more skilled labor force to
run the more sophisticated delivery system.

Furst, Lang and Nolle (2002) examined a larger number of banks which offer the Internet
channel, found that the return on equity (ROE) tended to be higher for banks with Online
Banking. Implementation of online banking has in most cases increased the cost of
production and this has had a negative impact for the commercial banks. Khater, Almansour,
and Mahmoud, (2016) studied the factors influencing Customers‟ Acceptance of Online
Banking Services in Sudan The results reveal that internet connection quality has direct
effect on the behavioral intention to use Online Banking in Sudan.

Kenyan banks benefited particularly from the adoption of the Internet because of their
universal character. As with many European banks –unlike US banks prior to enactment of
the Gramm-Leach-Bliley Act of 1999–, Kenyan banks have enjoyed the advantages of
"broad banking" Barth, Brumbaug and Wilcox (2000). Banks have been allowed to offer all
sorts of financial products and engage in a wide variety of financial business (including
securities trading and mutual funds management). Carbó and Rodríguez (2005) find that cost
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and profit global scope economies improve significantly when including mutual funds along
with other earning assets, showing certain crossselling and portfolio diversification benefits
in the Kenyan banks.

The main economic argument for adopting the Internet as a delivery channel is based on the
expected reduction in overhead expenses made possible by reducing and ultimately
eliminating physical branches and their associated costs (e.g. staff and rent). This is
particularly relevant in the Kenyan banking system the Internet delivery channel may
generate scale economies in excess of those available to traditional distribution channels.
The unit costs of Internet banking fall more rapidly than those of traditional banks as output
increases as a result of balance sheet growth. In this context, DeYoung, et al. (2007) refer to
the Internet banking as a process innovation that functions mainly as a substitute for physical
branches for delivering banking services. In their study on the effects of internet banking on
the financial performance of commercial banks in Kenya a Case of Kenya Commercial
Bank, Kombe and wafula (2015) recommend that all the KCB should take advantage of
reduced internet costs to lower its transaction costs which in return will attract potential
customers hence create customer loyalty. If ICT is effectively used, the bank can create
distinctive competence which will enhance its market share.

2.4.3 Determinants of Bank Financial Performance
The determinants of financial performance for commercial banks have been evaluated in
literature using the CAMEL or CAMELS models. CAMEL stipulates the evaluation of
financial institutions on the basis of five critical dimensions which are: Capital adequacy,
Asset quality, Management, Earnings and Liquidity. Sensitivity to market risk, a sixth
dimension was added in 1997 and the acronym was changed to CAMELS (Opez, 1999).
These components are used to reflect financial performance, operating soundness and
regulatory compliance of financial institutions. In this section, the CAMELS model is
reviewed as it contains the risk element that is the basis of this study.
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Hernando and Nieto (2007) examined the performance of multichannel banks in Spain
between 1994 and 2002. The study found higher profitability for multichannel banks through
increased commission income, increased brokerage fees and (eventual) reductions in staffing
levels and concluded that the Internet channel was a complement to physical banking
channels. In contrast to earlier studies, the multichannel banks in Spain relied more on
typical banking business (lending, deposit taking and securities trading). The adoption of the
Internet as a delivery channel had a positive impact on banks‟ profitability after one and a
half years of adoption. It was explained by the lower overhead expenses and in particular,
staff and IT costs after the same period. Furst et al. (2002) taking financial view established
that banks that had adopted electronic banking outperformed non-e-banking banks in terms
of profitability although offering e-banking didn't have a statistically significant impact on
profitability.
Further, Malhotra and Singh (2009) examined the impact of Online Banking on banks‟
performance and risk. The results of multiple regression indicated no significant relationship
between internet banking and profitability. This contrasts the results by Uppal (2011) who
noted that I-banking posed a positive impact on the profitability of the banks thus concluded
that there was need of time to mitigate this risk. Murerwa (2015) studied the determinants of
banks‟ financial performance in developing economies: evidence from Kenyan Commercial
Banks. The conclusion drawn was that bank specific factors that are under the control of the
management and owners affected the performance of commercial banks in Kenya and in
developing countries generally.

Ongore and Kusa (2013) investigated the determinants of Financial Performance of
Commercial Banks in Kenya. The findings showed that bank specific factors significantly
affect the performance of commercial banks in Kenya, except for liquidity variable. But the
overall effect of macroeconomic variables was inconclusive at 5% significance level. Also,
Nyanga (2016) studied the determinants of financial performance of commercial banks in
Kenya. The study found that capital adequacy and exchange rates were negatively correlated
with ROE while liquidity, operating cost efficiency, size, risk, GDP, and inflation had a
positive influence on ROE. A study of electronic banking by Mbugua (2009) with ten or
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more employees drawn from each of five main banks, shows that those with high profit
growth are more likely to be using greater numbers of advanced ICTs. He concluded that ebanking leads to higher profits though in long-term.

A study by Awuondo (2006) established that the challenge in e-banking is designing
products that offer a balance between competitive pricing and functionality, keeping abreast
with dynamism of customer needs and innovation and lack of proper legislative framework
to support the growth of e-banking. Kamau (2013) analysis shows the impact of ICTs and ebusiness strategies on bank performance are positive overall, but that ICTs are not a panacea
in themselves. This study showed the positive impacts of e-banking on their turnover and
profitability and to a lesser extent on employment, most notably when e-commerce is part of
larger business strategies of bank. Further Kamau (2013) provides evidence that the use of ebanking can contribute to improved bank performance, in terms of increased market share,
expanded product range, customized products and better response to client demand.
Nowadays, banks are entering a very hard competition with each other in affaires like
investment and they have the roles of providing currency, and economic well-fare. In one
sentence, banks have a very prominent role in economic activities, and without them the
economic part of the society will be damaged. E- Banking is one of manifestation of
information and communication revolution.

2.4.3 Transactions Cost Innovative Theory
The transaction cost innovation theory pioneered by Niehans (2006) advocated that the
dominant factor of financial innovation is the reduction of transaction cost, and in fact,
financial innovation is the response of the advance in technology that caused the transaction
cost to reduce. The reduction of transaction cost can stimulate financial innovation and
improvement of financial service. It states that financial innovation reduces transaction
costs. Transaction costs Innovation theory is also relevant in this context: for instance, the
use of Internet-connected Information Technology (IT) can substantially reduce a firm‟s
transaction costs as it enables efficient coordination, management and use of information.
Mobile, Internet-connected IT may further lower transaction costs as it provides also off-site
access to the firm‟s internal database and other relevant sources of information.
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Consequently, reduction of operation costs through agency banking, internet banking and
mobile banking may influence growth in profitability for the bank

2. 5 Chapter Summary
The Chapter reviews literature of the study, by showing what previous researchers have
found on the same issue and also covers Investigating how cost of online banking affects
financial performance of BBK, analyzing the effect of efficiency of electronic banking
system on the financial performance of BBK and also analyzing the effect of online banking
on bank profitability of BBK. In chapter three, the research methodology is presented.
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CHAPTER THREE
3.0 RESEARCH METHODOLOGY
3.1 Introduction
In this chapter, the research methodology was discussed in terms of; design methods,
population, instruments and procedures that were used for data collection as well as
procedures for data analysis. The research design enabled the achievement of the purpose
and objectives of the study.

3.2 Research Design
Creswell (2009) defines research design as an outline of how data was collected and
analyzed in pursuit of obtaining specific answers to research questions. According to
McNabb (2017), descriptive research design is the study research that attempts to describe
existing conditions without analyzing relationships among variables. This study adopted a
descriptive research design this is because it highlights a characteristic behavior on one
variable because of another variable (Kothari, 2005). It is an approach where only one
sample of respondents is drawn from the target population and information obtained from
the same sample once. It is appropriate because it describes how online banking has
impacted on the financial performance of BBK. According to Nassaji (2015), descriptive
research design can be used to analyze both qualitative and quantitative data.

3.3 Target Population
Population is the group to which the researcher would like the results of a study to be
generalized. It includes all individuals with certain specified characteristics (McNabb, 2017).
Cooper and Schindler (2014) state that population consists of a larger set of observational
elements whereas a smaller set is referred to as a sample size.
The population for this study consisted employees of different branches of the Barclays
Bank of Kenya. Managers and departmental heads were also included in the study and
especially those who were in charge of implementing online banking. The population was
justifiable since all the respondents were members of the Barclays Bank of Kenya.
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Therefore, a total of 50 employees, departmental heads, and managers were selected for this
study.

3.4 Sampling Design
A research sampling design is that part of the research plan that indicates how cases are to be
selected for observation (Cooper & Schindler, 2014). A sample design is the framework, or
road map, that serves as the basis for the selection of a survey sample and affects many other
important aspects of a survey as well (Lavrakas, 2008). In a broad context, survey
researchers are interested in obtaining some type of information through a survey for some
population, or universe, of interest. One must define a sampling frame that represents the
population of interest, from which a sample is to be drawn.

3.4.1 Sampling Frame
Finkelstein (2009) writes that sampling frame is a document that can be used with the
different selection procedures described below to create a subset of the population for study.
This subset is the sample. The sample frame for the study comprised of the employees of
Barclays Bank of Kenya as at March 31st 2018. Details about these employees were
extracted from the existing company records and publications.

3.4.2 Sampling Technique
Greener (2008) says that the process of selecting just a small group of cases from out of a
large group is called sampling. The study adopted probability-sampling technique.
Probability sampling techniques give the most reliable representation of the whole
population, while non-probability techniques, relying on the judgment of the researcher or
on accident, cannot generally be used to generalize about the whole population. As Greener
(2008) suggest, stratified sampling specifies any characteristics that the researcher wishes to
be equally represented among the sample.

Since the sampling frame could easily be

identified by these characteristics, strata were hence derived (Greener, 2008).

39

3.4.3 Sample Size
A sample size refers to the number of items to be selected from the universe to constitute
sample (Oladipo, 2015). The sample size is an important feature of any empirical study in
which the goal is to make inferences about a population from a sample. Considering that
this was a census, the sample size for this study consisted of 50 respondents with 25 derived
from the BBK branch in Moi Avenue and another 25 derived from the Queensway Branch of
the BBK in Kenya. It is a representation of an adequate sample, which represents the whole
population.

3.5 Data Collection Methods
Primary sources and secondary data were used in data collection. Secondary data was
obtained from the annual reports and publications of the company while primary data was
obtained through administering of a semi-structured questionnaire. To achieve an adequate
representation, the study reviewed secondary data for a period of five years (2012-2017)
based on availability and accessibility of data. This data to be collected is specifically related
to the number of customers who transact using internet sources from commercial banks; the
volume of transactions that commercial banks handle based on Online Banking technology
and the deposits mobilized through internet transactions for example electronic fund
transfers. An advantage of using questionnaires is that it allows the researcher to educate the
participants on how to read and fill the questionnaires. The participants also get adequate
time of fill the questionnaires. The questions in the questionnaires were based on the
objectives that had already been listed above. A five Point Likert scale of 1-Storngly
Disagree, 2-Disagree, 3-Neural, 4-Agree, and 5-Strongly Agree was used. Close-ended
questionnaires were administered to the target population.

3.6 Research Procedures
Viswanathan (2005) posits that data collection procedure is the plan for the activities that are
involved in a given study. For this study, after approval of the proposal the researcher sought
authority from the University and Bank management to conduct the study. The researcher
then used survey questionnaire, interview schedule and documents as data collection
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instruments to collect relevant data. A cover letter accompanied the survey questionnaire
before it was administered upon approval by management of the bank.
This was to help the respondents familiarize with the exercise. Questionnaires were
administered with the help of research assistants. The survey questionnaire was divided in
three sections. Section A gathered demographic data regarding respondents such as gender,
age, years of service, and academic qualification. Section B, C, and D subsequently gathered
information basing on the three variables of the study. The researcher facilitated the
interview personally to ensure clarity of the questions to be answered by the respondents and
where necessary sought in depth information as it pertains to the questions to be asked. The
researcher upon approval conducted documentary Analysis by Bank management with the
guidance of heads of the relevant departments.

3.7 Data Analysis Methods
According to Bryman and Bell (2015) data analysis refers to a technique used to make
inferences from data collected by means of a systematic and objective identification of
specific characteristics. Data collected was coded, cleaned and sorted and then analyzed
using Statistical Packages for Social Sciences (SPSS Version 22.0). The study focused on
two main variables, which were classified into dependent, and independent variables. The
dependent variable was measured by assessing the key financial ratios: EPS, DPS, ROE.
Furthermore, profitability was assessed using Return on Assets. This was achieving the trend
of the bank‟s financial performance for the last 6 years (2012-2017).
The Independent variables, which are; accessibility of banking services and products, the
risks associated with Online Banking and lastly profitability of the bank. A linear regression
analysis was conducted to assist the researcher in establishing the effect of Online Banking
on financial performance in commercial banks in Kenya. The researcher adopted the
following regression model to express the impact of online banking on financial
performance of commercial banks.
( )
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Where
Y = financial performance of commercial banks
C = Y intercept
X1 = accessibility of online banking
X2 = online banking risk management strategies
X3=internet fees and commissions
€ = Error term within a confidence interval of 5%
3.8 Test for Reliability
The assumption is that the errors in data should be consistent. Cronbach‟s alpha was adopted
as a scale of reliability for the variables of accessibility and risks of Online Banking. The
Crobach‟s alpha for accessibility was 0.8679; internet-banking risks was 0.7785; while
financial performance was 0.7030. Since a threshold of 0.7700 is desirable, all the items
were suitable for analysis hence adopted by the researcher as shown in the table 3.1:

Table 3.1: Reliability of Study Variable
Variable

No of items

Cronbach‟s
Alpha

Accessibility

10

0.8679

Online Risk Management Strategies

10

0.7785

Online Banking Fees & Commission

10

0.9013

Financial performance

5

0.7030

3.9 Chapter Summary
This chapter highlights on the research design to be used, defines the target population and
the sample and sampling procedures, the method used for data collection and analysis.
Chapter four presents the analysis and description of the study findings in tables and figures.
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CHAPTER FOUR
4.0 RESULTS AND FINDINGS
4.1 Introduction
Results and findings on the impact of online banking on the financial performance of
commercial banks in Kenya. The purpose of this chapter is to analyze the way in which data
was collected, that is, use of questionnaires. It also gives the results from the complete
analysis of the data collected.

4.1.1 Response Rate
A response rate of 94.0% with 47 questionnaires dully filled while the rest (6%) were
retuned unfilled. Mugenda and Mugenda (2003) stipulate that a 50% response rate is
adequate, 60% is good and 70% and above is rated very good. Based on this assertion, the
response rate was very good.
Response Rate

94.0%

6.0%
Filled

Not Filled

Figure 4.1: Response Rate

4.2 Background Information
4.2.1 Gender of the Respondents
The researcher sought to establish gender of the respondents. Findings indicated that 62.0%
of the respondents were male while the rest 38.0% were female. The results are show in the
table 4.1:
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Table 4.1: Gender of the Respondents
Gender

Frequency

Percent

Male

28

62.0%

Female

19

38.0%

Total

47

100.0%

4.2.2 Age
To ensure that the results of the questionnaires were consistent, the respondents were divided
into age groups and same number of individuals was put in each age group. One factor about
these age groups is that all of the respondents had read, heard or utilized online banking and
as such their responses were not based on assumptions. Tables table 4.2 indicates that 26.0%
were aged 26-30, 26.0% aged 31-35, 18.0% aged 36-40, and those aged above 41 years
comprised only 12.0%.
Table 4.2: Age of the Respondents
Age Bracket

Frequency

Percent

18-25

8

16.0%

26-30

13

28.0%

31-35

11

26.0%

36-40

9

18.0%

41 & above

6

12.0%

Total

47

100.0%

4.2.3 Education Level
The education level also determined the effectiveness of the respondents. Most of the
respondents were either masters (22.0%) or Bachelors Degree (56.0%) holders. There were
also respondents who PhD and Diploma and diploma holders at 6.0% and 16.0%
respectively. All these respondents had full knowledge of online banking and as such their
responses were not based on assumptions. The findings on education levels are presented in
table 4.3.
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Table 4.3: Education Levels of the Respondents
Highest Education level
High School Certificate
Diploma
Bachelors Degree
Masters Degree
PhD
Total

Frequency
0
8
26
10
3
47

Percent
0.0%
16.0%
56.0%
22.0%
6.0%
100.0%

4.2.4 Position in the organization
Findings about the role held by the position in the organization was aimed by the researcher
in understanding the key personnel involved in the implementation and supervision of
Online Banking practices at the bank. The findings suggested that the majority (48.0%) were
junior staff, senior staff coming second at 32.0% while Supervisors were 12.0% and lastly
management at 8.0%.

Table 4.4: Position of the Respondents in the Organization
Position
Junior Staff
Senior Staff
Supervisor
Management
Total

Frequency
22
14
6
4
47

Percent
48.0%
32.0%
12.0%
8.0%
100.0%

4.2.5 Years of Service in the Banking Sector
Working duration was also another factor that determined the effectiveness of these
responses. Most of the respondents in this study were employees who had worked longer for
the bank and as such had witnessed the implementation and the running of online banking.
Based on this, they were the right people for the research. When respondents were asked to
indicate the number of years they had spent at the organization, (16.0%) said they had spent
below 5 years; (10.0%) had 6-10 years, (34.0%) had 11-15 years, 28.0 had 16-20 years;
while the remaining 12.0% had worked for more than 20 years at the organization as
highlighted in the table 4.5:
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Table 4.5: Years of Service in the Sector
Experience Duration

Frequency

Percent

Below 5 Years

8

16.0%

6-10 Years

5

10.0%

11-15years

16

34.0%

16-20 Years

12

28.0%

20 Years & Above

6

12.0%

Total

47

100.0%

4.3 Impact of Accessibility of Online Banking on Financial Performance
This Section provides findings on accessibility of online banking and financial performance.
Therefore, to establish this relationship both correlation and regression analysis were
conducted between accessibility of online banking and financial performance of commercial
banks (ROA).

4.3.1 Descriptive Statistics For Banking Service and Banking accessibility
The second objective of the study sought to establish how accessibility to digital banking
influences financial performance in commercial banks. Financial product could be obtained
at any time had a mean 4.32, accessibility of banking facilities with minimum hindrances a
mean of ; 3.892, Online Banking has eliminated cumbersome banking procedures; 4.03,
customers can easily contact bank employees; 4.125, Customers can easily transact, pay
bills and access their account; 4.066 bank offers specialized services to persons with
disabilities; 2.961,Online Banking has easen the authorization, opportunity, or right to access
records or retrieve information; 3.971; Customers can easily interact with the bank, express
opinions and grievances without visiting the branch; 4.073, bank has increased the number
of ATMs due to growing customer base, 2.874; and Customers can bank anytime anywhere,
check balances and access financial statements, 4.372. The findings on mean, standard
deviation and measures of dispersion (skewness and kurtosis) are presented in table 4.6.
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Table 4.6: Descriptive Statistics for Impact of Accessibility of Online Banking
Mean

Std.

Skewness

Kurtosis

Deviation
IB Accessibility Statements

Statistic Statistic Statistic

Std.

Statistic

Error
Financial product or service can
be obtained at any given time.

Std.
Error

3.432

1.105

.719

.281

-.046

.570

3.892

1.107

.736

.279

-.078

.582

4.03

1.064

.179

.285

-.865

.582

4.125

0.444

.719

.281

-.046

.567

4.066

0.345

.736

.279

-.078

.213

2.961

-1.588

.179

.285

-.865

.563

3.971

0.761

.841

.281

.510

.731

4.073

0.825

1.057

.281

1.572

.319

2.874

-1.310

.942

.279

-2.799

.552

4.372

0.827

1.141

.281

1.194

.555

Banking facilities can be
reached with minimal
hindrances.
Online Banking has eliminated
cumbersome banking
procedures
The customers can easily
contact bank employees.
Customers can easily transact,
pay bills and access their
account.
They are specialized services to
persons with disabilities.
Ease the authorization, right to
access information
Customers can easily interact
with the bank.
The bank has increased the
number of ATMs.
Customers can bank anytime
anywhere, and transact anytime
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4.3.2 Correlation between Accessibility of Online Banking and Financial Performance
Indicators
The researcher performed a Pearson correlation between Accessibility of Online Banking
and financial performance indicators. It was revealed that all the financial performance
parameters were insignificant with exception of profits and ROA: ROA (.965, P<.05), ROE
(.732,P>.05), EPS(.808,P>.05), and Profits (.977,P<0.05)>. Besides, all had positive
correlations. As a result, the findings suggest that increased accessibility of online banking
services translated to increased ROA, ROE, EPS and the general Profitability of the
commercial banks as illustrated in table 4.7.
Table 4.7: Correlation between Accessibility of Online Banking and Financial Indicators

Accessibility
Accessibility

ROA

ROE

EPS

Profits

1
.965**

ROA

ROE

EPS

Profits

.035

1

.732

.589

.268

..411

1

.808

.811

.902

0.192

.189

.098

1

.977

.991

.767

.989

.0.023

.009

.233

0.011

1

4.3.3 Regression between Accessibility of Online Banking and Financial Performance
Indicators (ROA)
The researcher carried out a regression analysis between Accessibility of Online Banking
and financial performance indicators. It was revealed that the R-squared value was .350 and
hence only 35.0% of the variation in return on assets (ROA) of commercial banks was
explained by the variations in accessibility of online banking holding all other factors
constant. Findings indicate that the overall model of analysis of variance was significant.
This was supported by an F statistic of 15.918 and p value of .017. The reported probability
was less than the conventional probability of 0.05 (5%) significance level as shown in table
4.8.
48

Table 4.8: Model Summary of ROA against Accessibility of Online Banking
Equation

Mode

Summary

Parameter Estimates

R

Linear

Square

F

df1

.350

15.918 1

df2

Sig.

Constant

b1

2

.017

21.345

.224

Dependent Variable: ROA
Independent Variable: Online Banking Risk Management Strategies
From the analysis performed, a regression equation was found where Y=21.345+.224X1.
This implies that ROA is equivalent to 21.345 when online banking risk accessibility is not
factored, however, with every increase in online banking accessibility, it increases by .224.

4.4. Impact of Online Banking Risk Management Strategies on Financial Performance
This Section provides findings on accessibility of online banking and financial performance.
Therefore, to establish this relationship both correlation and regression analysis were
between conducted risk management strategies in online banking and financial performance
of commercial banks (ROA).

4.4.1 Descriptive Statistics For Impact of Online Risk Management Strategies
The respondents were asked to respond to statements of risks associated with Online
Banking and how they influenced overall performance at the bank: Bank has ensured both
internal and external auditing in place to mitigate risks of online payments, 3.680; bank has
employed different people in initiation and approval of online payments, 3.944; customers
feel more secured while using digital banking channels, 3.716; bank has invested in a formal
risk management system 3.068; bank has ensured adequate security of sensitive information.
3.014; some customers still view Online Banking as costly and hence unaffordable, 2.095;
on several occasions, the bank discovered information sharing with authorized sources,
2.351; money-laundering activities are affecting credibility of Online Banking, 2.108.
Adaptability and use of Online Banking is still a key challenge, 3.813 and lastly, bank is
struggling with trust issues associated with Online Banking, 2.795; The findings on mean,
standard deviation and measures of dispersion (skewness and kurtosis) are presented in table
4.9.
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Table 4.9: Descriptive Statistics for Impact of Online Risk Management Strategies
Mean

Std.

Skewness

Kurtosis

Deviation
Internet Risk Management

Statistic Statistic Statistic

Strategies

Std.

Statistic

Error

Std.
Error

Internal and external auditing is
conducted to mitigate internet

3.680

.7993

.000

.281

-1.428

.555

3.944

1.0404

1.211

.285

1.323

.563

3.716

-.7498

.522

.279

-1.037

.552

3.068

1.0183

.752

.281

-.129

.555

3.014

.8192

.282

.279

-.738

.552

2.095

.8137

.450

.279

-.146

.552

2.351

1.1033

.515

.279

-.618

.552

2.108

.8847

.516

.279

.248

.552

3.813

.7706

.342

.279

-1.230

.552

2.795

1.1927

.392

.279

-.627

.552

risk
Different personnel have been
deployed to tackle online
payment
Customers feel more secured
using digital banking channels.
The bank has invested in a
formal risk management system.
The bank has ensured adequate
security of sensitive
information.
Some customers regard online
banking as costly.
The bank discovered
information sharing with
authorized sources.
Money laundering activities are
affecting bank‟s credibility.
Adaptability and use of online
banking is still a key challenge.
Internet banking trust issues is
still major concern to the bank.
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4.4.2 Correlation between Online Banking Risk Management Strategies and Financial
Performance Indicators
The researcher performed a Pearson correlation between online banking risk management
strategies and financial performance indicators. It was revealed that all the financial
performance parameters were insignificant with: ROA (.616, P>.05), ROE (.497, P>.05),
EPS (.810, P>.05), and Profits (.634,P>0.05). Besides, all had positive correlations. As a
result, the findings suggest that increased risk management of online banking translated to
increased ROA, ROE, EPS and the general Profitability of the commercial banks as
illustrated in table 4.10.

Table 4.10: Correlation between Online Banking Risk Management Strategies and
Financial Performance
Risk Mgt Strategies

ROA

ROE

EPS

Profits

Risk Mgt Strategies 1
.616
ROA

ROE

EPS

Profits

.384

1

.497

.589

.503

..411

1

.810

.811

.902

.290

.189

.098

1

.634

.991

.767

.989

.366

..009

.233

0.011

1

4.4.3 Regression between Online Banking Risk Management Strategies and Financial
Performance Indicators (ROA)
The researcher carried out a regression analysis between Accessibility of Online Banking
and financial performance indicators. It was revealed that the R-squared value was .176 and
hence only 17.6% of the variation in return on assets (ROA) of commercial banks was
explained by the variations in the risk management strategies of online banking. Findings
indicate that the overall model of analysis of variance was insignificant. This was supported
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by an F statistic of 12.851 and p value of .053. The reported probability was greater than the
conventional probability of 0.05 (5%) significance level as shown in table 4.11.

Table 4.2: Model Summary of ROA against Online Banking Risk Management
Strategies
Equation

Linear

Mode

Summary

Parameter Estimates

R Square

F

df1

df2

Sig.

Constant

b1

.176

12.851

1

2

.053

28.611

.376

Dependent Variable: ROA
Independent Variable: Online Banking Risk Management Strategies
From the analysis performed, a regression equation was found where Y=28.611+.376X2.
This implies that ROA is equivalent to 28.611 when online banking risk management
strategies is not factored, however, with every increase in online banking risk management
strategies, it increases by .376.

4.5 Impact of Online Banking Fees and Commission on Performance of Commercial
Banks in Kenya
This Section provides findings on online banking fees and commission and financial
performance. Therefore, to establish this relationship both correlation and regression
analysis were conducted between online banking fees and commission and financial
performance of commercial banks.

4.5.1 Descriptive Statistics for Online Banking Fees and Commission (F& C)
The researcher also sought to establish the fees commission as related to Online Banking.
The descriptive statics in table shows that 2012 the bank incurred 14632 which declined in
2013 to 18290 then rose again in 2014 to 25296 which later increased to 40935 in 2015
thereafter recording another increase to 54580 in 2016 that later increased to 57240 million
in 2017. The F & C recouped from internet banking was on a rising trend from 2013 to 2017.
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Table 4.12: Descriptive Statistics for Online Banking Fees and Commission
Fees & Commission (‘000)
2012

2013

2014

2015

2016

2017

Mean

14632

18290

25296

40935

54580

57240

Maximum

15031

18785

26115

41736

55008

59120

Minimum

13700

17969

24811

38767

51096

47984

516

1131

811

406

314

789

StDev

4.5.1.1 Fees Commission and Online Expenditure on Online Banking
Figure 4.2 illustrates that internet expenditure have been on an increment trend form yeas
2012 to 2013 which assumed a declining trend in 2014 through 2016 and slightly rose in
2017.On the other hand, fees and commission declined in 2013 but later rose all through to
2017.
Online Fees & Commission and Online Expenditure
141000
90000

111000

14632

18290

25296

2012

2013

2014

Fees & Commission

113000

96132

91120

40935

54580

57240

2015

2016

2017

Internet Expenditure

Figure 4.2: Fees Commission

4.5.1.2 Volume of Online Banking Customers
Figure 4.3 indicates that the volume (in millions) of customer deposits in the online banking
segment is has been relatively rising since 2012 with 715000 in 2012 which decreased to
705000 in 2013 that later rose to 925000 in 2014, 932000 in 2015 and 937000 in 2016 and
finally increased to 1125000 in 2017.
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Figure 4.3: Volume of Online Banking Customers

4.5.1.3 Analysis of Key Financial Ratios
The researcher sought to establish financial performance of Barclays of Kenya based on the
key financial indicators: Earning Per Share, Dividend Per Share and Return on Equity. The
findings on EPS suggest that the bank earnings have been irregular with 2012 registering
1.61, 2013;1.4, 2014;1.54,2015;1.55,2016;1.31 and 2017 posting 1.23. Furthermore, the
findings on Divined Paid Per Share were relatively constant from the year 2012 to 2017 at
Ksh.1.00 with exception of 2013 when it slipped to Ksh. 0.70. Lastly, Return on Equity has
been declining across the period with the highest ratio being recorded in 2012 at 29.50% and
-the lowest at the end of the period at 16.80%. Figure 4.4 shows these results.
Financial Ratios: EPS, DPS,ROE
1.61
1.4
1

1.55

1.54

1.31
1

1

1

1.23
1

0.7
29.50%

23.50%

22.00%

21.20%

17.50%

16.80%

2012

2013

2014

2015

2016

2017

Earnings per Share (Shs)

Dividends per share (Shs)

Figure 4.4: Financial Ratios: EPS, DPS, ROE

54

Return on equity

4.5.1.4 Profitability Indicator –ROA
The results about the profitability of the bank as measured by Return on Assets indicate a
rising and ever declining trend as indicated in figure 4.5. From 3.60% in 2012 to 5.80 in
2013 and 2014 respectively (constant) then 5.44% in 2015 to 5.01% in 2016 and lastly, 4.20
in 2017.
Return on Assets : ROA
5.80%

5.80%

5.44%

5.01%
4.20%

3.60%

2012

2013

2014

2015

2016

2017

Figure 4.5: Return on Assets (2012-2017)

4.5.2 Correlation between Online Banking Fees and Commissions and Financial
Performance Indicators
The researcher perjjformed a Pearson correlation between Fees and Commissions of Online
Banking and financial performance indicators. It was revealed that all the financial
performance parameters were insignificant with: ROA (-.419, P<.05), ROE (-.711, P>.05),
EPS (.215, P>.05), and Profits (-.518,P>0.05). Besides, all had negative correlations with
exception of EPS. As a result, the findings suggest that increased Fees and Commission of
online banking translated to declining ROA, ROE, and the Profitability of the commercial
banks as illustrated in table 4.13.
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Table 4. 3: Correlation between Online Banking Fees and Commissions and Financial
Indicators
Fees & Commission
1
Fees & Commission

-.419*
.007

ROA

-.711
.209
.215
.612
-.518
.392

ROE
EPS
Profits

ROA

ROE

EPS

Profits

1
.589
..411
.811
.189
.991
.009

1
.902
.098
.767
.233

1
.989
0.011

1

4.5.3 Regression between Online Banking Fees and Commissions and Financial
Performance Indicators (ROA)
The researcher carried out a regression analysis between Online Banking Fees and
Commission and financial performance indicators. It was established that the R-squared
value was .376 and hence only 37.6% of the variation in return on assets (ROA) of
commercial banks was explained by the variations in fees and commission of online
banking. Findings indicate that the overall model of analysis of variance was significant.
This was supported by an F statistic of 19.788 and p value of .032. The reported probability
was less than the conventional probability of 0.05 (5%) significance level as shown in table
4.14.
Table 4.4: Model Summary of ROA against Online Banking Fees and Commissions
Equation

Mode

Summary

Parameter Estimates

R

Linear

Square

F

df1

df2

.376

19.788

1

2

Sig.
.032

Constant

b1

19.924

- .534

Dependent Variable: ROA
Independent Variable: Online Banking Fees and Commissions
From the analysis performed, a regression equation was found where Y=19.924-.534X3. This
implies that ROA is equivalent to 19.924 when online banking fees and commissions is not
factored, however, with every increase in online banking fees and commission, it declines to
.534.
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4.6 Chapter Summary
This chapter has presented results and findings on the impact of online banking on the
financial performance of commercial banks in Kenya. Most of the respondents were derived
from departments that were involved in online banking at BBK. Secondary data was
obtained from the Kenya‟s Central Bank website. The next chapter presents the discussion,
conclusions, and recommendations of the study.
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CHAPTER FIVE
5.0 DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction
The study discussion, conclusions, and recommendation based on the study findings on the
impact of online banking on the financial performance of commercial banks in Kenya is
presented in this chapter. This chapter presents the summary of the findings, the conclusions
drawn from these findings, policy implications and recommendations for further research on
this topic.

5.2 Summary of the Study
This study focused on the impact of online banking on the financial performance of
commercial banks in Kenya. The following research questions formed the basis for the
study: The first research question: To what extent does accessibility of Online Banking
affect financial performance of Commercial banks in Kenya? To what extent do the Online
Banking risk management strategies affect financial performance of Commercial banks in
Kenya? To what extent has Online Banking fees and commission affected financial
performance of Commercial banks in Kenya?

The study adopted descriptive research design where financial performance of Barclays
Bank of Kenya was analysed for the six year period 2012-2017. Furthermore, primary data
was sourced from two branches of the Barclays Bank of Kenya; Moi Avenue Branch and the
Queensway Branch. 50 respondents composed of bank managers, departmental heads and
employees were selected for the study. Secondary data was obtained from the annual reports
and publications of the company while primary data was obtained through administering of a
semi-structured questionnaire. In data analysis, a multiple linear regression analysis was
conducted to assist the researcher in establishing the effect of Online Banking on financial
performance in commercial banks in Kenya.

The findings suggested that accessibility had positively impacted financial performance of
banking institutions in Kenya.

ROA: ROA (.965, P<.05), ROE (.732,P>.05),

EPS(.808,P>.05), and Profits (.977,P<0.05)>. Regression results indicated that only 35.0%
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of the variation in return on assets (ROA) of commercial banks could be explained by the
variations in accessibility of online banking. Through the use of these cards, the financial
risks of commercial banks have been reduced and as such increasing the financial
performance of the organizations. Results also indicate that the overall model of analysis of
variance was significant. This was supported by an F statistic of 15.918 and p value of .017.
The second research question sought to investigate whether risk management strategies had
impacted financial performance in Kenyan commercial banks. The results on impact of
internet risk management strategies indicated a positive but a non-significant association.
ROA (.616, P>.05), ROE (.497, P>.05), EPS (.810, P>.05), and Profits (.634,P>0.05).
Therefore, the results supports previous findings, which found out that the association
between internet risk management strategies, had a positive but very insignificant influence
on the financial performance of commercial banks in Kenya. Also, the findings on
regression revealed that only 17.6% of the variation in return on assets (ROA) of
commercial banks was explained by the variations in the risk management strategies of
online banking. Findings indicate that the overall model of analysis of variance was
insignificant. This was supported by an F statistic of 12.851 and p value of .053. The
reported probability was greater than the conventional probability of 0.05 (5%) significance
level.

The study established that Online Banking Fees and Commission (F&C) was found to have a
negative linearly significant influence on financial performance among commercial banks in
Kenya. ROA (-.419, P<.05), ROE (-.711, P>.05), EPS (.215, P>.05), and Profits (.518,P>0.05) Regression results indicated that only 37.6% of the variation in return on assets
(ROA) of commercial banks was explained by the variations in fees and commission of
online banking Findings indicate that the overall model of analysis of variance was
significant. This was supported by an F statistic of 19.788 and p value of .032. The reported
probability was less than the conventional probability of 0.05.

These findings implied that indeed online banking has revolutionarised the banking sector
including creation of new avenues for product innovation and also improved service delivery
to the banking market segment. The descriptive statistics suggested that profitability
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indicators including EPS, ROA, ROE, ROA, and ROE had slightly improved due to
implementation of internet banking at the bank. This bank, however, due to the market
externality such as the imposed interest rate cap and the prolonged 2017 electioneering
period, the bank‟s profitability was shrinking.

5.3 Discussion of the Findings
5.3.1 Effect of Accessibility of Internet Banking on Financial Performance
The findings suggested that accessibility had positively impacted financial performance of
banking institutions in Kenya.

A Pearson correlation between Accessibility of Online

Banking and financial performance indicators. It was revealed that all the financial
performance parameters were insignificant with exception of profits and ROA: ROA (.965,
P<.05), ROE (.732,P>.05), EPS(.808,P>.05), and Profits (.977,P<0.05)>. Besides, all had
positive correlations. As a result, the findings suggest that increased accessibility of online
banking services translated to increased ROA, ROE, EPS and the general Profitability of the
commercial banks. It was further revealed that the R-squared value was .350 and hence only
35.0% of the variation in return on assets (ROA) of commercial banks was explained by the
variations in accessibility of online banking. The p value was .017 and hence significant.

Various digital channels namely, online banking facilities, ATMs, POS terminals; mobile
banking to mention but a few encompasses accessibility of internet banking. Accessibility
defines how these channels make a meaningful experience to the customers in terms of
access to their funds, access to banking facilities and services and feedback. It determines
whether customers find the products to be serving their needs when they want it, in a way
that makes their banking convenient (Villers, 2012). Access to information and the ease with
which consumers can share views with those they know – or even „the world‟ – is dramatic.
Good experiences can be easily shared online as can negative ones. They also eliminate the
need for buildings and office equipment.

DeLaCastro, Ashwin, Swarraj, and Pande (2014). (2014) emphasize the fact that customers
expect to experience banking without boundaries, just as they do in retail and other
industries. What matters most to them is how they experience the bank‟s brand. There are
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various channels as far as digital banking is concerned. The study further is in agreement
with Muluka, Kidombo, Munyolo, and Oteki (2015) who established there was a significant
relationship between accessibility of digital banking and customer‟s satisfaction, χ2 (6,
N=350) =390.74, P= 0.00). The findings are also in order with The Wallis Report (1997)
which revealed that as internet becomes easier to access, it will encourage people to perform
greater part of their banking transactions over the internet. Additionally, the study agrees
with Kamau (2013) who elucidates that due to increased accessibility to banking services
through technological innovations the banking sector has witnessed increased financial
activities which include cash deposit, cash withdrawals, transfer of funds, balance enquiry
and payment of loanswhich have had a bearing on the financial performance of commercial
banks in Kenya. For an increasing number of banks there may be a strategic reason for
engaging in electronic banking and electronic money activities. In addition, greater use of
electronic banking and electronic money may increase the efficiency of the banking and
payment system, benefiting consumers and merchants. The study further supports findings
by Mugodo (2016) who posits that that mobile, internet banking and use of ATM cards
positively and significantly influenced the financial performance of Kenya‟s commercial
banks as measured by the return on assets.

Furthermore, a study conducted by Monyoncho (2015) also showed the relationship between
online banking and commercial banks. It is a study that was focused on the commercial
banks in Kenya. To determine this relationship, the researcher used debit and credit cards,
mobile banking and automated teller machines. These are some of the forms of online
banking that have been implemented over the years. Due to the development of these
machines, customers have remained loyal to their banks. The second finding was that the use
of credit cards also increased profitability. Through the use of these cards, the financial risks
of commercial banks have been reduced and as such increasing the financial performance of
the organizations. The use of mobile banking has also increased the financial performance of
commercial banks. Through the use of mobile banking, the number of transactions that are
conducted in a day have increased and as such increasing the profits of the commercial
banks. Njiru (2014) echoes this statement by arguing that there has been a rapid increase in
access points to technological innovations.
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Mobile and online money is also being preferred by customers due to speed. Patrı´cio et al.,
(2008) asserts that the speed of operations, ease of use and accessibility are the strong
predator of customer satisfaction. Digital channels of banking provide for speedy
transactions thus is looked at in relation to reliability (Khan, 2011). Customers were further
satisfied with the speed of the various forms of digital technology they used. The finding of
the study resonates well with the thoughts of Premalatha and Sundaram (2012) who argues
that that modern banking tend to motivate and satisfy customers due to the quick responses
as provided by the digital technology.
Venugopal (2016) posits that online banking is the modern way to bank. Each transaction
can be completed without having to interface with a teller or an agent. Consumer
convenience directly results in reduced expenses to the banks. Online banking can be a win
for everyone- especially for individuals who are vision impaired, cannot drive, or have a
disability.

5.3.2 Effect of Internet Banking Risk Management Strategies on Financial
Performance
A Pearson correlation between online banking risk management strategies and financial
performance indicators. It was revealed that all the financial performance parameters were
insignificant with: ROA (.616, P>.05), ROE (.497, P>.05), EPS (.810, P>.05), and Profits
(.634, P>0.05). Besides, all had positive correlations. As a result, the findings suggest that
increased risk management of online banking translated to increased ROA, ROE, EPS and
the general Profitability of the commercial banks. Moreover, A regression analysis between
Accessibility of Online Banking and financial performance indicators. It was revealed that
the R-squared value was .176 and hence only 17.6% of the variation in return on assets
(ROA) of commercial banks was explained by the variations in the risk management
strategies of online banking. The p value was .053 and hence insignificant. Therefore, the
results supports previous findings, which found out that the association between internet risk
management strategies, had a positive but very insignificant influence on the financial
performance of commercial banks in Kenya.
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The study supports the assertion that effective internet risk management strategies results to
better financial performance. In particular, these studies propose that prudent risk
management practices reduce the volatility in banks‟ financial performance, namely
operating income, earnings, firm‟s market value, share return and return on equity. For
instance, Kamanthe (2015) sought to study internet banking risk management practices
adopted by commercial banks and how it influenced performance of those banks. The study
found that that internet banking risk management practices had a positive but insignificant
effect on financial performance (β = .000, p = .820). The study is also in support of Sathye
(2005) who revealed that the internet banking variable didn‟t show a significant association
with the performance.

Yegon (2012) studied the effect on firm performance as affected by ICT investments at the
Kenya Commercial Bank Group Limited. The study asserted that the relationship was
deemed not quite strong. Schroeck (2002) and Nocco and Stulz (2006) emphasize the need
to embrace risks management practices in maximizing firms‟ value. Specifically, Nocco and
Stulz (2006) suggests that effective enterprise risk management have a long-run competitive
advantage to the firm (or banks) compared to those that manage and monitor risks
individually. It is, therefore suggested that companies to manage risks strategically by
viewing all the risks together within a coordinated manner.

The study is also consistent with Malhotra and Singh (2009) who examined the impact of
Internet banking on banks‟ performance and risk. The multiple regression results revealed
that the profitability and offering of Internet banking does not have any significant
association. The findings supports Owizy (2017) who established that: the application of ebanking has enhanced the profitability (operating profit, profit before tax and profit after tax)
of banks. However, the finding contrast the results by Uppal (2011) who noted that Ibanking posed a positive impact on the profitability of the banks thus concluded that there
was need of time to mitigate this risk.
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The findings are similar to Mawutor (2014) discovered that E-banking does have an impact
on the profitability of the Agricultural Development bank, Ghana. There was a significant
increase in the net profit margin of the bank in the year (2011) E-banking was introduced
and the even though it fell in the next year (2012) which was not much, it increased again in
the third year (2013). The study revealed that Ebanking has a positive effect on ADB‟s
Profitability The study further agrees with previous findings by Sumra, Manzoor, Sumra,
and Abbas (2014) that e-banking is enhancing profitability and financial positions of banks
and banks are striving hard to provide more and more services to their customers and to
move towards advance and modern e-banking services also developing infrastructure.

Risks must be balanced against benefits; banks must be able to manage and control risks and
absorb any related losses if necessary. The rapid pace of technological innovation is likely to
change the nature and scope of risks banks face in electronic money and electronic banking.
Supervisors expect banks to have processes that enable bank management to respond to
current risks, and to adjust to new risks. A risk management process that includes the three
basic elements of assessing risks, controlling risk exposure, and monitoring risks will help
banks and supervisors attain these goals. Banks may employ such a process when
committing to new electronic banking and electronic money activities, and as they evaluate
existing commitments to these activities.

There are policy implications that can be derived from this study. First, commercial banks
need to improve on the implementation and management of online banking. Most banks
have implemented online banking but have not taken proper measures in its management.
For example, employees have not been trained on the use of online banking. Banks should
assess the worthiness of online banking before implementing it. The second policy
implication is on Central Bank of Kenya. It should help commercial banks in the financial
management of online banking. It should also monitor the use of online banking by
commercial banks and make corrections when necessary. The third policy implication is on
the government. The government has the duty of implementing current technology that can
assist commercial banks in conducting online banking.
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5.3.3 Impact of Online Fees and Commission on Financial Performance of Commercial
Banks
A Pearson correlation between Fees and Commissions of Online Banking and financial
performance indicators. It was revealed that all the financial performance parameters were
insignificant with: ROA (-.419, P<.05), ROE (-.711, P>.05), EPS (.215, P>.05), and Profits
(-.518,P>0.05). Besides, all had negative correlations with exception of EPS. As a result, the
findings suggest that increased Fees and Commission of online banking translated to
declining ROA, ROE, and the Profitability of the commercial banks. It was also established
that the R-squared value was .376 and hence only 37.6% of the variation in return on assets
(ROA) of commercial banks was explained by the variations in fees and commission of
online banking. The p value was .032 and hence significant. As banks embrace internet
banking, the unit costs of Internet banking fall more rapidly than those of traditional banks
as output increases because of balance sheet growth. However, when banks increase fees and
commission for the internet banking service, many customers perceive it as costlier hence
tend to reduce the frequency or number of transactions and activities they conduct on online
banking platforms.

Internet related costs, fees and expenses such as a charge for the amount of time spent
online; a periodic charge (for example, monthly) for access to the internet plus charges for
excess amounts of data uploaded and downloaded outside the usage allowance of the
account, Set-up charges, telephone and software charges, all escalate the overall fees of
internet to higher levels (ACMA, 2013). As a result, increased internet fees and commission
would result to reduced profitability of the firm hence a smaller Return on Assets. Though it
is argued that internet banking results to lowered operational costs, the cost of setting up
internet infrastructure (investment) plus the periodic fees and commissions make it more
costlier. As observed by Malhotra and Singh (2009), in addition to revenue enhancement,
Internet banking may enable banks to reduce costs of operation, in particular, by allowing
them to reduce expenditures on “brick and mortar.” To the extent this may be so, Internet
banking could be considered a causal factor in generating lower expenses related to
maintaining physical branches. On the other hand, banks with relatively high expenses in
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maintaining their branch networks may be expected to have the incentive to adopt Internet
banking.
The findings of study demonstrated that the mean of return on assets for the commercial
banks has been declining from the year 2013. The decrease can be attributed to volatile
interest rates and liquidity crisis that has been experienced in the banking industry in the last
two years. The volatility in interest rates has resulted in commercial banks paying high
interest rates for deposits hence lowering the profit margins. As noted by Mulwa (2017),
Low ratios of Return on Assets could also imply that the return on the assets has been
declining despite the fact that commercial banks‟ assets have been steadily increasing. The
ratios indicate that management' efficiency in using the assets to generate income has
generally been declining over time.

The study is also in agreement with previous findings by Alam, Khatibi, Santhapparaj, and
Talha (2007) and Khrawish and Al-Sadi (2011), Hosein (2013) and Gutu 's (2014) studies
which show that internet banking of high infrastructure costs in some developing countries
adversely affect the profitability of banks. Gutu (2014) even determined that banks position
did not changed inspite of depositing on higher advertising budget for internet banking. This
shows us that customers still demand the traditional branch-based banking services in these
countries. Therefore, the expected cost reduction still could not be provided and profitability
of electronic banking services are adversely affected. Internet infrastructure based on
relatively old technology can prevent to reach the expected performance for banks in
developing countries (Alam et al., 2007; Gut 2014).

The findings concurred with Kombe and Wafula (2015) who revealed that the adoption of
internet leads to lower transaction costs thus attracting more customers for such banks and
improve bank return on assets. However, the Fees and Commissions on internet banking
predicted a negatively and significant influence on ROA in banks (β3=-0.62259,
P=0.033<0.05) and therefore increase in internet fees and commission led to decrease in
ROA while internet banking expenditure predicted significant and negative effect on ROA in
banks (β4 =-0. 24806, P=0.018<0.05) hence increase in internet banking expenditure led to
decrease in ROA in banks. The findings further agree with Mulwa (2017) who established
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that Internet transaction Fees and Commissions (F&Cs) has a moderate significant and
negative correlation with ROA, r=0.469, PV=0.0011<0.05.
From a slightly different perspective, the study further seem to be in agreement with
transaction cost theory by Niehans (2006) advocated that the dominant factor of financial
innovation is the reduction of transaction cost, and in fact, financial innovation is the
response of the advance in technology which caused the transaction cost to reduce. The
reduction of transaction cost can stimulate financial innovation and improvement of
financial service. It states that financial innovation reduces transaction costs. However, when
banks decide to hike the fees and commission, which is part of the transaction cost, many
customers, tend to reduce the number or volume of transactions through online banking
channels and to that effect, seek alternative platforms to carryout banking transactions. Here,
the motive is to incur the lowest cost charges as much as possible. The effect to the bank is
that the declined volume of transactions lowers its financial status.

5.4 Conclusions
5.4.1 Impact of Online Banking accessibility on Financial Performance
Based on the findings of the study, it can be concluded that access to banking services has
been eased by adoption of online banking since clients can deposit, withdraw, check balance
and carry out transactions anytime and anywhere provided there is internet connectivity.

5.4.2 Impact of Online Banking Risk Management Strategies on Financial
Performance
Despite the findings suggesting a positive correlation between internet banking risk
management and financial performance of commercial banks, the fact remains that banks in
Kenya are yet to fully address the issue of cyber security though most of them avoid the
topic hence keep making huge losses through cyber malpractices.

The most sensitive

computer systems, such as those used for high value payments or those storing highly
confidential information, tend to be the most comprehensively secured. However, while
banks tend to have reasonable perimeter security, there is sometimes insufficient segregation
between internal systems and poor internal security. It may be that someone could breach the
lighter security around a low value system.
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5.4.3 Impact of Online Fees and Commission on Financial Performance of Commercial
Banks The study concluded that the Fees and Commissions on internet banking predicted a
negatively and significant influence on financial performance in banks hence increase in
internet fees and commission led to decrease in financial performance as measured by ROA.
An increase in internet banking expenses fees and commissions lower total bank asset
hindering bank profitability.

5.5 Recommendations
5.5.1 Recommendation for Improvement
5.5.1.1 Impact of Online Banking accessibility on Financial Performance
Banks should provide their customers with convenience, meaning offering service through
several distribution channels (ATM, Internet, physical branches) and have more functions
available online. Other benefits are expanded product offerings and extended geographic
reach. This means that banks can offer a wider range and newer services online to even more
customers than possible before. Moreover, banks need to come up with an application that
can be used to enhance digital banking which will be considered safe and private in order to
boost the operations, availability and accessibility of digital banking.

5.5.1.2 Impact of Online Banking Risk Management Strategies on Financial
Performance
Cybersecuirty, a product of internet has done more harm than good in all financial markets.
Therefore, there is need for collaborative efforts with all the stakeholders in addressing the
issue, particularly the Kenyan government and neighboring countries. In the meantime, the
banks needs to conduct a lot of research on internet risks and make invest in better risk
management practices in all its online functions and operations. Educating customers on the
best approaches to tackle internet risks could also be vital.
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5.5.1.3 Impact of Online Fees and Commission on Financial Performance of
Commercial Banks
The study recommend that bank management should lower internet banking internet fees
and commissions to increase banks‟ total asset and lower profitability of the banks. The
results revealed that there exist a negative correlation between Internet transaction Fees and
Commissions (F&Cs) and financial performance as measured by ROA. Therefore, there is
need for commercial banks to seek avenues that could help reduce the amount of online
banking fees and commissions so that more customers are brought on board which would
later translate to increased internet money transactions hence high ROA.

5.5.2 Recommendation for Future Studies
Further research should be conducted to determine the proper utilization of online banking
by commercial banks. Additionally, there is need to conduct research assessing the effect of
e-banking on the performance of commercial banks in other countries within East Africa.
Most of the major commercial banks in Kenya have expanded into the neighbouring
countries and such a research will benefit them to focus their strategies for increasing their
returns in the external market. By undertaking such studies, relevant literature will be
available on whether online banking is effective and profitable to commercial banks.
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APPENDICES
APPENDIX I: LETTER

Dear Sir/Madam,

REQUEST TO PARTICIPATE IN A STUDY: IMPACT OF ONLINE BANKING ON
THE FINANCIAL PERFORMANCE OF BARCLAYS BANK OF KENYA
My full names are Asha Ahmed Ali, a postgraduate student at the United States International
University Africa undertaking a degree in Masters of business Administration. I am
conducting research for the above study and request you to help me attain this information
by responding to the questionnaire attached.
Kindly note that any information you give will be treated with confidentiality and at no
instance will it be used for any other purpose other than for this research.
Thank you for your cooperation.

Yours faithfully,

Asha . A. Ali

83

APPENDIX II: QUESTIONNAIRE
SECTION A: BACKGROUND AND DEMOGRAPHIC FACTORS
Please tick the most appropriate answer (√) within the space provided.
1. What is your gender?
Male

Female

2. What is your age category?
18-25
31-35

26-30
36-40

41 & above

3. What is your highest level of education?
a)

HS Certificate

c)

Bachelor‟s degree

b)

d) Master‟s Degree

5. What is your position in the organization?
a)

Junior Staff

b)

Senior Staff

c)

Supervisor

d)

Management

5. How long has the organization been in existence?
a)

Below 5 years

b)

6 to 10 years

c)

11-15 years

d)

16-20 years

e)

20 years and above

Diploma

84

PhD

SECTION B: HOW ACCESS TO ONLINE BANKING IMPACTS FINANCIAL
PERFORMANCE OF COMMERCIAL BNKS IN KENYA.
To what extent does access to Online Banking affect financial performance at your
organization? Use a scale of 1-5, where 1= strongly disagree, 2 = disagree, 3 =neutral, 4 =
agree and 5 =strongly agree.
1
1.

A consumer or user can obtain a financial product or service at any
given time.

2.

Our banking facilities can be reached with minimal hindrances.

3.

Online Banking has eliminated cumbersome banking procedures
within my organization.

4.

The customers can easily contact bank employees.

5.

Customers can easily transact, pay bills and access their account.

6.

The bank offers specialized services to persons with disabilities.

7.

Online Banking has ease the authorization, opportunity, or right to
access records or retrieve information

8.

Customers can easily interact with the bank, express opinions and
grievances without visiting the branch.

9.

The bank has increased the number of ATMs due to growing
customer base.

10.

Customers can bank anytime anywhere, check balances and access
financial statements.
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2

3

4

5

SECTION C: HOW ONLINE RISK MANAGEMENT STRATEGIES IMPACTS
FINANCIAL PERFORMANCE OF COMMERCIAL BANKS IN KENYA.
To what extent does access to Online Banking affect financial performance at your
organization? Use a scale of 1-5, where 1= strongly disagree, 2 = disagree, 3 =neutral, 4 =
agree and 5 =strongly agree.
1
1

4

The bank has ensured both internal and external auditing in place to
mitigate risks of online payments.
The bank has employed different people in initiation and approval
of online payments.
Customers feel more secured while using our digital banking
channels.
The bank has invested in a formal risk management system.

5

The bank has ensured adequate security of sensitive information.

6

Some customers still view Online Banking as costly and hence
unaffordable.
On several occasions, the bank learnt of information sharing with
unauthorized sources.
Money laundering activities are affecting credibility of Online
Banking.
Adaptability and use of Online Banking is still a key challenge.
The bank is struggling with trust issues associated with Online
Banking.

2
3

7.
8
9
10.

2

3

4

5

SECTION D: FINANCIAL PERFORMANCE OF COMMERCIAL BANKS
10) To what extent do you apply managerial experience in the following areas of your
startup? Use a scale of 1-5 where 1= Very great extent and 5= not at all
1
1.

My bank has experienced increased profits due to online banking.

2

My bank has experienced increased return on asset ratio due to
online banking.

3.

My bank has experienced increased return on capital employed to
online banking.

4.

My bank has experienced EPS due to online banking.

5.

My bank has experience increased return on equity due to online
banking.
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2

3

4

5

APPENDIX III: ONLINE CUSTOMER DEPOSITS KSHS(M)

Kenya Commercial Bank Ltd
Standard Chartered Bank Ltd
Barclays Bank of Kenya Ltd
Co-operative Bank of Kenya Ltd
CfC Stanbic Bank Ltd
Equity Bank Ltd
Bank of India Ltd
Bank of Baroda Ltd
Commercial Bank of Africa Ltd
National Bank of Kenya Ltd
Citibank N.A.
Bank of Africa Ltd
NIC Bank Ltd
Ecobank Ltd
I & M Bank Ltd
Diamond Trust Bank Ltd
Family Bank Ltd
Habib Bank Ltd
Oriental Commercial Bank Ltd
Habib Bank A.G. Zurich
Middle East Bank Ltd
Consolidated Bank of Kenya Ltd
Credit Bank Ltd
Trans-National Bank Ltd
African Banking Corporation Ltd
Giro Commercial Bank Ltd
Equatorial Bank Ltd
Paramount Universal Bank Ltd
Jamii Bora Bank Ltd
Guaranty Trust Bank Ltd
Victoria Commercial Bank Ltd
Guardian Bank Ltd
Fidelity Commercial Bank Ltd
Charterhouse Bank Ltd
K-Rep Bank Ltd
Gulf African Bank Ltd
First Community Bank Ltd
UBA Kenya Bank Ltd

Online Customer Deposits KSHs(M)
2012
2013
2014
2015
174
213
938
1506
374
484
699
1614
705
925
932
937
207
614
778
882
323
381
842
1,462
335
682
720
2,321
53
78
85
177
72
77
81
91
44
101
149
288
34
108
116
466
62
89
103
164
56
81
95
101
56
73
98
110
172
242
248
292
174
246
265
316
66
74
99
98
21
59
95
98
51
99
108
160
95
107
156
218
34
57
66
84
65
82
85
97
69
83
107
102
41
97
104
140
49
102
169
206
44
94
132
115
91
101
27
170
81
110
129
146
61
102
121
176
59
121
124
136
52
80
94
104
47
44
55
89
37
81
97
82
36
51
69
86
27
61
82
147
70
96
98
108
53
72
86
93
41
63
95
99
74
99
64
109
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2016
2,213
2,684
1,125
1,614
1,181
3,682
278
177
301
497
308
219
181
960
433
105
846
597
299
107
107
122
182
223
167
172
894
181
150
132
120
98
131
183
119
101
112
33

APPENDIX IV: ROA- FINANCIAL PERFORMANCE
African Banking Corporation Ltd
Bank of Africa (K) Ltd
Bank of Baroda (K) Ltd
Bank of India
Barclays Bank of Kenya Ltd
CfC Stanbic Bank (K) Ltd
Citibank N.A. Kenya
Co - operative Bank of Kenya Ltd
Commercial Bank of Africa Ltd
Consolidated Bank of Kenya Ltd
Credit Bank Ltd
Development Bank of Kenya Ltd
Diamond Trust Bank (K) Ltd
Ecobank Kenya Ltd
Equatorial Commercial Bank Ltd
Equity Bank Ltd.
Family Bank Ltd.
Fidelity Commercial Bank Ltd
First Community Bank Ltd
Giro Commercial Bank Ltd
Guaranty Trust Bank Ltd
Guardian Bank Ltd
Gulf African Bank Ltd
Habib Bank A.G. Zurich
Habib Bank Ltd
I&M Bank Ltd
Jamii Bora Bank Ltd
Kenya Commercial Bank Ltd
Middle East Bank (K) Ltd
National Bank of Kenya Ltd
NIC Bank Ltd
Oriental Commercial Bank Ltd
Paramount Universal Bank Ltd
Prime Bank Ltd
Sidian Bank Ltd
Standard Chartered Bank (K) Ltd
Trans - national Bank Ltd
UBA Kenya Ltd
Victoria Commercial Bank Ltd

2016
1.61%
-2.07%
3.65%
3.49%
5.01%
3.56%
6.33%
4.14%
3.14%
0.35%
-1.74%
1.05%
3.69%
0.18%
-4.53%
6.56%
3.55%
-1.84%
0.07%
3.03%
1.86%
2.25%
4.42%
3.53%
4.74%
5.66%
0.22%
5.01%
0.75%
-1.34%
3.99%
0.49%
1.60%
3.99%
2.72%
3.83%
2.39%
-3.91%
3.38%
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2015
1.49%
0.33%
4.35%
3.74%
5.44%
4.31%
5.22%
4.43%
2.57%
-1.82%
-1.02%
1.88%
4.47%
-1.09%
-2.78%
7.26%
4.24%
1.80%
0.67%
3.13%
2.08%
2.59%
3.11%
5.29%
5.63%
5.64%
0.73%
4.61%
5.93%
1.28%
1.90%
4.44%
1.07%
1.32%
4.18%
6.42%
1.86%
-6.97%
3.68%

2014
2.90%
2.00%
4.80%
4.10%
5.80%
4.10%
7.00%
3.60%
-0.80%
4.70%
1.00%
1.80%
4.90%
-3.30%
1.00%
7.70%
4.00%
2.50%
1.80%
2.80%
1.60%
3.00%
2.70%
4.30%
6.20%
5.50%
1.30%
4.20%
5.50%
1.40%
1.90%
4.60%
2.50%
1.20%
3.80%
6.00%
2.30%
-7.50%
4.30%

2013
2.90%
2.00%
4.80%
4.10%
5.80%
4.10%
7.00%
3.60%
-0.80%
4.70%
1.00%
1.80%
4.90%
-3.30%
1.00%
7.70%
4.00%
2.50%
1.80%
2.80%
1.60%
3.00%
2.70%
4.30%
6.20%
5.50%
5.80%
1.30%
4.20%
5.50%
1.40%
1.90%
4.60%
2.50%
1.20%
6.00%
4.70%
2.30%
-7.50%

2012
2.90%
1.30%
2.40%
7.00%
3.60%
3.50%
10.40%
4.00%
1.00%
4.80%
1.30%
0.80%
4.90%
-4.80%
-4.60%
7.40%
2.70%
0.90%
2.00%
2.90%
1.70%
1.90%
2.80%
4.20%
6.50%
5.20%
5.50%
1.50%
5.20%
3.20%
0.80%
1.70%
4.20%
1.80%
1.20%
5.90%
3.70%
-13.60%
4.80%

APPENDIX V: INTERNET BANKING TRANSACTIONS (M KSHS)
Banks

2012

2013

2014

2015

2016

African Banking Corporation Ltd

317.28

568.65

776.25

1,072.30

1,382.97

Bank of Africa Kenya Ltd

237.52

427.84

671.45

1,169.90

1,442.48

Bank of Baroda (K) Ltd

143.87

377.23

580.93

915.41

1,407.81

Bank of India

240.24

396.34

621.74

1,155.14

1,398.71

Barclays Bank kenya Ltd

759.77

859.68

1,032.12

1,364.31

1,674.66

456.5

992.4

1,070.63

1,271.47

1,523.10

Charterhouse Bank Ltd

230.01

752.89

1,033.38

1,343.91

1,587.41

Chase Bank (K) Ltd

245.52

321.41

567.41

849.32

1,646.50

Citibank N.A Kenya

307.31

356.32

539.13

1,308.74

1,651.75

Commercial Bank of Africa Ltd

569.23

825.92

1,136.58

1,352.43

1,574.21

Consolidated Bank of Kenya Ltd

477

764.15

1,129.23

1,379.75

1,763.30

The Co-operative Bank of Kenya

725.61

1,271.24

1,427.84

1,428.67

1,682.74

204.2

332.1

523.32

731.41

891.43

Development Bank of Kenya Ltd

395.43

764.15

844.48

1,257.39

1,472.51

Diamond Trust Bank (Kenya) Ltd

364.19

651.81

987.73

1,147.32

1,324.74

Dubai Bank Kenya Ltd

453.72

790.09

1,104.98

1,314.72

1,809.26

Ecobank Kenya Ltd

553.31

650.1

881.68

1,371.35

1,574.32

Equatorial Commercial Bank Ltd

489.29

613.76

897.13

1,074.21

1,241.74

Equity Bank Limited

969.66

1,232.07

1,342.48

1,692.00

1,857.73

Family Bank Limited

671.47

770.58

1,036.60

1,347.21

1,624.32

Fidelity Commercial Bank Ltd

271.46

407.13

685.21

957.41

1,142.86

Fina Bank Ltd

188.65

280.21

373.23

475.21

651.42

First community Bank Limited

245.41

375.62

632.47

918.74

1,023.74

Giro Commercial Bank Ltd

219.77

394.37

670.74

842.52

1,234.74

217.1

403.95

762.2

964.14

1,475.32

Gulf African Bank Limited

363.28

587.48

741.32

935.73

1,145.48

Habib Bank A.G Zurich

267.36

397.12

515.16

746.21

987.42

Habib Bank Ltd

214.59

375.47

567.75

619.2

874.23

Imperial Bank Ltd

335.43

696.34

938.41

1,217.61

1,472.84

I &M Holdings Limited

624.85

725.88

1,039.86

1,319.47

2,219.71

Jamii Bora Bank Limited

356.97

797.6

933.12

1,187.28

1,378.65

CFC Stanbic Holdings Limited

Credit Bank Ltd

Guardian Bank Ltd
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Kenya Commercial Bank Ltd

930.73

1,608.00

1,810.36

2,010.81

2,238.41

K-Rep Bank Ltd

291.54

412.34

689.77

974.21

1,243.47

Middle East Bank (K) Ltd

152.93

284.37

439.74

745.46

987.21

National Bank Of Kenya Ltd

595.66

707.71

1,191.62

1,374.21

1,574.21

NIC Bank Limited

796.44

827.7

1,179.16

1,474.31

1,859.20

Oriental Commercial Bank Ltd

223.78

416.37

718.41

941.32

1,174.51

Paramount Universal Bank Ltd

218.36

387.67

578.15

814.67

1,012.32

Prime Bank Ltd

356.12

642.32

837.22

1,142.52

1,564.21

Standard Chartered Bank Kenya

607.84

953.19

1,187.98

1,385.74

1,589.31

354.2

606.24

1,077.82

1,570.20

1,910.45

UBA Kenya Bank Limited

276.52

321.17

689.71

828.56

972.32

Victoria Commercial Bank Ltd

181.56

290.72

397.18

547.41

741.85

Trans-National Bank Ltd
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APPENDIX VI: FEES AND COMMISSIONS (M)
Banks
Paramount
Oriental Commercial Bank
Ltd
Nic Bank Ltd
National Bank
Prime Bank Ltd
Standard Commercial Bank
Ltd
Victorial Commercial Bank
Ltd
Middle Bank (K) Ltd
K-Rep bank Ltd
KCB Bank Ltd
Habib Bank A. Zurich
Habib Bank Ltd
Guardian Bank
GT Bank Ltd
Giro Bank
Commercial
Fidelity Bank
Development Namk Ltd
Equity Bank Ltd
Equatorial Bank Ltd
Diamond Bank
Credit Bank Ltd
Co-operative Bank of Kenya
Consolidated Bank of Kenya
Commercial Bank of Africa
Citibank of Kenya
CFC Stanbic
Bank of Africa
Bank of Baroda
Bank of India
Barclays Bank of Kenya

Fees and Commissions (M)
2016
2015
2014
1265
1004
806

2013
561

2012
350

2572
36079
19469
21376

2058
18097
10834
15869

1903
9478
4254
6792

471
7592
4327
3694

298
4769
4065
1879

35871

32179

29142

25479

23143

3241
1730
2980
91908
2,595.00
2,860
3,463.00
5,056
3,620
5623
2546
3,956
38,909
4,160
27,868
1,889
64,980
5,307
39,209
20,516
39328
14435
13604
7335
54580

1798
1265
1365
69118
1,782
2,134
2,161
3,579
2,898
3060
2,639
2,819
36,853
3,162
18,950
1,319
58,139
3,747
32,360
18,263
18263
9477
8979
5713
40935

1033
688
1134
32699
697
1,190
1,176
2,067
1,499
1508
1,202
25,296
30,588
1,523
8,584
663
49,074
1,535
24,057
9,092
9092
3911
4756
2881
25296

671
358
794
11019
372
812
750
1,359
765
979
609
901
26,000
494
5,221
405
39,259
764
15,754
5,689
10780
1873
2429
1705
18,290

396
301
709
15,146
293
568
481
855
514
570
375
565
22,100
382
3,605
315
31,407
403
10,014
27,441
7209
1066
1591
1044
14632
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