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ABSTRACT

This dissertation examines the impact of risks to customers’ trust on using  mobile

money transfer services in Tanzania, with a special focus on risk including the facets

of perceived risks which are performance risk, security/privacy risk, time risk, social

risk and financial risk. 

These aspects are covered through a critical review of existing literature, secondary

data and a survey targeting mobile phone users with M-Pesa accounts and M-Pesa

agents  living  in  Dodoma  Municipal.  The  research  has  found  that  customers  in

Tanzania  will  consider  adopting  mobile  banking as  long as  it  is  perceived  to  be

useful and perceived to be easy to use but the most critical factor for the customer is

risk. Furthermore, the mobile banking service providers, mobile network providers,

should be trusted. Trust was found to be significantly negatively correlated to risk.

Thus, trust plays a role in risk mitigation and in enhancing customer loyalty. 

The results  show that,  Vodacom network is  characterized  with  much busy hours

something which degrades the accessibility of the offered services like M-Pesa. The

Vodacom network operator was advised to reduce the restoration period after failure

and to increase the capacity  of network so as to sustain more customers and the

offered services like M-Pesa.
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CHAPTER ONE

GENERAL INTRODUCTION
1.0 Introduction 

Chapter one is about the general overview of the study concerning the impact of

risks to customers’ trust on using mobile money transfer services. It begins with the

description  of  the  background  to  the  problem,  followed  by the  statement  of  the

problem, after which research objectives and the research questions are presented.

The chapter winds up with the significance of the study, pointing out how this study

is  important  for  secure  mobile  money  transfer  to  the  service  providers  and  the

customers.

1.1 Background to the study

The  convergence  of  telecommunication  and  banking  services  has  created

opportunities for the emergence of mobile commerce,  in particular mobile  money

transfer services which provide time independence, convenience and promptness to

customers, along with cost saving.

Mobile banking (m-banking) involves the use of a mobile phone or another mobile

device to undertake financial transaction linked to a client account. Mobile-Pesa (M-

Pesa) as one of the data service is the Short Message Services (SMS) based money

transfer service offered by Vodacom Tanzania that allows individuals to deposit, send

and withdraw funds using their phones (Jack and Suri, 2010, Nasikye, 2009).

Mobile phones have become a tool for everyday use, which creates an opportunity

for the evolution of mobile money transfer services to reach the previously unbanked

population  through  mobile  money  transfer.  The  use  of  mobile  money  transfer
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services can make basic financial  services more accessible to low-income people,

minimizing time and distance to the nearest retail bank branches (CGAP, 2006). 

The growth of the mobile money transfer services is revolutionizing how consumers

gain  access  to  financial  services  especially  in  the  developing  world  where  large

sectors of society have often gone without any formal banking services whatsoever.

It is estimated that about 364 million low-income, unbanked Africans used mobile

money by 2012, generating over US$ 7.8 billion in revenues for the mobile phone

industry via transaction fees (GSMA, 2010). M-pesa a mobile money transfer service

in Tanzania has grown rapidly and by far it is the most successful example of mobile

money transfer  service in Africa (Economist, 2009). However the availability and

reliability  of  M-pesa  service  depends  much  on  the  availability  and  reliability  of

Vodacom network (Materu and Dyamett, 2010).

Mobile-money (M-banking)  is  the  term used  to  present  all  transactions  from all

operators via customers’ mobile phones (Omwasa, 2010). Since M-Pesa is the most

used M-banking service in Tanzania the question is, will low-income customers view

mobile money transfer services as reliable and trustworthy or risky? (CGAP, 2006).

This study measures the effects of risks on mobile money transfer services taking M-

Pesa as one of mobile money service.

1.2 Statement of the problem

In  the  financial  sector  which  is  dominated  mainly  by  commercial  banks  was

historically  looked  upon  as  the  powerful  catalyst  for  economic  development.

However banks did not offer wide service on money transfers services both in rural
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and urban areas despite the fact that both in rural and urban areas there is high need

of money services. The importance of mobile money transfer service arises as most

of people use mobile money transfer services. 

Mobile  money transfer services  can  provide  benefits  for  both  the  mobile  money

transfer service providers and the low-income customers. In order for mobile money

transfer service  providers  to  effectively  provide  mobile  banking  services  to  the

previously  unbanked  or  low-income  population  there  is  a  need  for  proper

understanding of risks associated with mobile money transfer services.

This research focuses on the  impact  of risks to customers’ trust  on using  mobile

money transfer services. This problem resulted due to lack of vendor who supports

M-Pesa  services  when a  sender  or  receiver  faces  a  problem as  the  potential  for

monetary loss due to transaction errors, loss of time and any inconvenience incurred

due to the delays of receiving payments or the difficulty of navigation.

However, another problem is power sustainability which leads to  malfunction of a

mobile  money transfer server as due to power problem. Also senders and receivers

are having problem with a potential loss due to fraud or a hacker compromising the

security of a mobile banking users. 

The above mentioned problems which are being facing both senders and receivers of

mobile money transfer services will be discussed to assess how these groups both

sender and receiver of mobile money transfer services can continue to trust on using

mobile money transfer services.
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Tanzania Communications Regulatory Authority (2011), on quality of service (QoS)

recommends for continuous measurements of the quality of services offered by all

cellular networks in Tanzania and compares them with the stipulated norms so as to

assess the level of performance and satisfactions to subscribers.

The prosperity and growth of MMTs in Tanzania depends to a large extent on the

ability of mobile phone companies to provide a service that has minimum risks so as

to  make  customers  to  continue  trust  on  using  mobile  money  transfer  services.

Customer trust on using mobile money transfer services is vital for ensuring high rate

of  adoption  and  continuous  use  of  MMTs  among  mobile  phone.  In  order  for

customers to continue trust on using  mobile money transfer services the matter of

quality of service come into consideration by viewing if risks associated with mobile

money transfer services have been minimized so as to make the transactions made by

customers to be secured. 

Various studies on risks in the context of online money transfer has been conducted

(Wu and Wang,  2005) and mobile  banking (Brown, Cajee,  Davies,  and Stroebel,

2003; Walker, 2004) exist. Lee (2009) conducted a study on perceived risk in the

context of Internet (online) banking adoption. This study discovered that perceived

risk was divided into five facets which are performance risk, social risk, financial

risk, time risk and security risk whereby it provided a more in-depth understanding

of the characteristics of risks regarding Internet banking (Lee, 2009). 
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Due  to  the  increase  of  mobile  money  transfer  users  and  the  development  of

technology, there are other types of risks which have imaged. This study investigates

the impact of risks to customers’ trust on using mobile money transfer services and it

focuses on the previously unbanked or under banked consumer base and potential

customers in Dodoma economic segment in Tanzania. It is thus, the objective of this

research study to fill in that knowledge gap by focusing on MMT services offered by

Vodacom (M-PESA) as a case study.

1.3 Research objectives

1.3.1 Main objective

The main objective of this study is to analyse the impact of risks to customers’ trust

on using mobile money transfer services in Tanzania taking Dodoma Municipal as a

case study. 

1.3.2 Specific objectives

This research sought to achieve the following:

i. To determine  customer level  of trust  on the quality  of M-Pesa service by

considering risks occur during transactions.

ii. To  determine  the  measures  taken  in  protecting  and reducing  performance

risk,  time/convenience  risk,  social  risk,  financial  risk  and security/privacy

risk.

iii. To propose the measures to be taken by providers to mitigate these risks in

order  to  improve  mobile  money  transfer  services  and customers’ trust  on

mobile money transfer service.
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1.4 Research questions

This study addressed the following research questions:

i. What is the level of trust to M-Pesa customers on M-Pesa services due to

risks occur during transactions?

ii. What are the measures taken in improving and protecting Vodacom network

to reduce performance risk, time/convenience risk, social risk, financial risk

and security/privacy risk?

iii. What further measures could be taken by providers to mitigate these risks in

order  to  improve  mobile  money  transfer  services  and customers’ trust  on

mobile money transfer service?

1.5 Significance of the study

By  determining  the  impact  of  risks  to  customers’ trust  on  using  mobile  money

transfer services  the study will help the  operator and communication regulators to

improve the network performance and service provisions.  Regulators  can use the

findings of the study to ensure that standards are adhered to key providers in order to

ensure that customers are getting the worth of their money. The study would further

expect to stimulate more research on the problem concerned.

1.6 Scope of the study

The study would be based on M-Pesa service because M-Pesa has many customers in

Dodoma Municipal and is the most used service by the low income markets. The

study  would  confine  to  a  sample  from Dodoma  Municipal  out  of  26  Vodacom

regional divisions of Tanzania due to the reason that Dodoma is the capital town of

Tanzania and it demanded high mobile money transfer services due to rapid growth

of population.
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CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter consists of overview about users’ awareness concerning effects of risks

to customers’ trust on using mobile money transfer services in Tanzania. The chapter

begins with the description of each of these concepts and the theories related to the

study and experience from other countries Africa and the world in general.

2.1 Overview of mobile money services

The mobile money transfer services evolve technology that proposes to modify the

ways in which users transmit and exchange money. As a new technology in most

parts of the world, it can either be accepted or rejected by users depending on several

factors.  Unfortunately,  statistics  show  that  about  fifty  percent  of  information

technologies  are  considered  failures  as  they  fall  short  of  meeting  these  user’s

expectations and are hence rejected (Lippert and Davis, 2006). 

Therefore,  it  is  imperative  that  the management  of such technology,  which often

itself  requires  heavy  investments  in  terms  of  money,  research  and  infrastructure

development, be able to predict the drivers and inhibitors of technology adoption.

Thus understanding and anticipating issues that would lead to adoption or rejection

of such a technology early in the development process is very critical. While there

are several models explaining this question of adoption of new technologies, in this

case we will focus on the Technology Acceptance Model (TAM). TAM originally

suggested  that  the  behavioral  intention  to  use  a  new technology  depends  on  its

perceived usefulness and its perceived ease of use (Venkatesh, 2000). 
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This  was  later  extended  into  the  Unified  Theory  of  Acceptance  and  Use  of

Technology (UTAUT), which proposes that the use and rate of adoption of a new

technology depends  on four major theoretical constructs: performance expectancy,

effort  expectancy,  social  influence  and  facilitating  conditions  (Venkatesh  et  al.,

2003). The rate of adoption itself refers to the number of individuals who adopt a

given innovation over a given period of time. 

This  rate  depends  on the perceived attributes  of  an innovation  including relative

advantage, compatibility, complexity, trial-ability, observability, type of innovation

decision,  nature  of  communication  channel  used,  nature  of  social  system  and

promotional effort (Rogers, 1995). Putting  mobile money services into perspective

with the above theory, one would want to also ask how this technology itself is used

in Tanzania. Does it represent a true innovation, introducing a significant departure

from the current ways of doing things?

Second, it is important to consider what the relationship of these first stakeholders to

this new technology is? Here too, there is much theory that might give us a means of

considering  this  question.  Rogers  (1995)  suggests  that  new  discontinuous

innovations might be seen as a progression through strata of society. Technologies

first  attract  “innovators”,  technology  enthusiasts  who  are  eager  to  explore  and

evaluate the technological superiority that new innovations promise to provide over

existing technologies. These innovators, being lovers of technology, will go to any

extent to troubleshoot the new product and will serve as beta testers for the early

product versions. Their adoption of a new product becomes proof to the other market

players that the product really works. 
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These users are then followed by “visionaries”, also early adopters. The visionaries,

as the name suggests, are people with a particular vision for the new discontinuous

innovation. These individuals hold an idea for how it can be leveraged to provide a

significant competitive advantage over competitors. They are willing to risk the cost

of a new technology if there is compelling evidence that the new technology can help

achieve business or personal goals. They are gifted opinion makers with a purchasing

power high enough to give a vendor his or her first visible returns. These two groups,

according to Moore and McKenna (1999), typically form a total of 16% of the total

population.

When a technology has successfully won over these first groups, it moves on to an

“early majority”. These are pragmatists which are averse to risk and want to retain

the status quo by avoiding disruptions. They do not want to be the first to purchase or

venture into a new innovation, but would rather wait and learn from others mistakes.

To complicate matters, they are only willing to take new innovations if they can get

reliable references of individuals or organizations that have experimented with the

innovations successfully.  They prefer references that share their  risk aversion and

pragmatism, and hence do not consider the technological enthusiast or the visionaries

as reliable references.  This creates a catch–22 situation and the end result  is that

there is an indeterminate “chasm” (Wiefel, 2002) in the diffusion of the innovation,

which can be fatal  unless properly managed.  Successful strategy for crossing the

chasm  requires  working  the  technology  adoption  through  these  groups  while

building momentum high enough to overcome the chasm. Failure to keep momentum

building runs the risk of stagnating in the chasm and being overtaken by the next

emerging technology (Moore and McKenna, 1999).
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Momentum is built by identifying pragmatists who are willing to overcome their risk

aversion  in  return  for  customized  solutions  to  some of  their  existing,  previously

unresolved problems.  These early pragmatist  are  then used as a  “bowling alley”,

providing respected references to other pragmatists—typically consisting of about

34% of the total population—showing that the innovation is viable as a solution to

immediate challenges (Wiefel, 2002). If successful, these pragmatists’ adoption of a

technology leads to a jump in its profit margins and substantial growth of market

share.

This combined with the visionaries and the technology enthusiasts who had adopted

earlier produces a “tornado” growth effect with the customer base shooting to 50%

of the total customer population. The innovation then attains mainstream status by

being adopted by more conservative members, partly because of resulting lowered

prices and risks, but also because of fear of being left  behind by the technology

bandwagon. 

The late majority follows the pragmatists when the technology is well established.

They are also about 34% of the total  population,  hence getting this market share

leads to maximization of profits as most of the research and development costs have

already been covered. The last to adopt are the laggards who will go to any length to

avoid dealing with new technology unless it is hidden so deeply that they don’t even

realize that it  is there. Returning to the discussion of Tanzania,  it  this last group,

existing  on  the  far  side  of  the  technology  chasm  that  had  traditionally  rejected

technology.  And  it  is  this  process  of  reaching  this  group,  which  mobile  money

services represent.
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2.2 Mobile Money Transfer services review 

Before  the  introduction  of  M-PESA,  Tanzania  was  in  a  ripe  position  for  a  new

approach to traditional money transfer. Beginning in the 2008, the traditional money

transfer sector  had  left  much  of  rural  Tanzania  due  to  the  effects  of  structural

adjustment  programs  (SAPs)  introduced  by  the  World  Bank  and  International

Monetary Fund ( Ndirangu, 2005; Rono, 2002). Although, the market diffusion has

been slower than in neighbouring Kenya, there are today approximately 1.5 M users

and 6,000 agents in Tanzania. (In June 2009, there were 280 000 registered users and

1000 agents). 

Recent  data  from AudienceScapes1  (2010)  point  to  even  higher  penetration  and

statesthat there 2.75 million MMT users in Tanzania. Safaricom of Kenya claims that

there was 10 million users in 2010. The objective of presenting the case of M-PESA

Tanzania  is  not  to  analyze  its  success  or  impact  in  relation  to  Kenya,  but  to

independently evaluate the use of MPESA among MSEs in Tanzania. Vodacom is the

largest MNO in Tanzania competing with Zain, Tigo, and Zantel. (Zain was acquired

by Bharti and re-branded into Airtel in late 2010.) Vodacom’s current market share is

39 % (Citizen, March 24th, 2010).

The market for mobile payments has been totally dominated by Vodacom as both Z-

Pesa and AIRTEL-MONEY have failed to build a customer base (Rotman, 2009).

AIRTEL and  Zantel  have  reportedly  had  technical  issues  and  weak  support  to

dealers, which partly explains the slow growth. Zantel has more or less pulled out of

the market and allocates no resources to a re-entry for the time being. The recent
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entry by Tigo that launched Tigo-Pesa in early September 2010 is the arrival of a real

contender in the market.

Tigo’s business model is similar to that of Vodacom’s  M-PESA in Tanzania was

launched after successful introduction in Kenya and the M-PESA roll out in Tanzania

was built on the lessons learned in Kenya. Both Safaricom of Kenya and Vodacom

used the existing dealer network for airtime to develop an M-PESA agent network,

though later entrants show a much more diversified profile than just selling airtime. 

The emphasis on a tiered structure in Kenya with super-dealers and ‘aggregators’ in

which many agents are recruited solely for M-PESA (and not for airtime distribution)

has grown slower in Tanzania (Camner et al., 2009). The rationale for not combining

airtime  vending  with  MPESA is  Vodacom’s  intention  to  promote  M-PESA as  a

means to top up airtime rather than buying vouchers. Maintaining the airtime dealer

network is more costly than letting users top op on their own airtime from their M-

PESA accounts (Voogt, 2010).

2.3 Method used to send and receive money before M-Pesa

There were five popular methods of sending money to friends, relatives or businesses

by 2007, just before the launch of M-PESA (FSD Kenya, 2007). The most popular

(58%) was sending money via family/friends  going to the same place where one

intended to send money. The problem with this approach was that it was random,

unpredictable and the possibility that someone would be going in the same desired

direction  was quite  remote,  especially  for  urgent  cases.  Further  such friends  and

relatives were not always trustworthy, and many times, the money never reached its

destination.
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The second most popular method (27%) was the use of public bus companies for

passengers or goods. These companies offered delivery of letters, parcels and money

as a side business. However, cases of theft, either from bus employees, passengers or

roadside robbers, were common, making this method very unreliable. The third most

popular method (24%) involved sending money through postal services via money

order and telegram. However the commission charges were expensive and coupled

with poor service delivery (FSD Kenya, 2007). 

The fourth most popular (11%) method was to put money directly into relatives’ or

friends’ bank account. This assumed that the other person had a bank account, which,

again, was often not the case. The fifth most popular method (9%) was to use the

official  money  transfers  companies  like  Western  Union.  However,  the  existing

money transfer companies charged high commissions and were not always available

in most regions, particularly in rural areas. 

By  reducing  the  cost  of  sending  money,  eliminating  middlemen  and  utilizing

technology to make sending money faster, convenient, reliable and safe, M-PESA

solved these problems associated with other preexisting methods of sending money,

hence  its  rapid  growth  and  popularity.  The  creation  of  the  right  government

regulatory  environment  for  the  providers  of  mobile  banking  was  also  critical

(Mwangi and Njuguna, 2009). This happened at two points in time. 

The first milestone was in the liberalization of the telecom sector in 1998, which

ended the Telkom Kenya monopoly and brought in two new mobile phone providers
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(Safaricom and KenCell,  later  Celtel  then Zain and now Bharti).  This  led to  the

phenomenal  growth of mobile  phones.  The second instance was when Safaricom

applied  to  start  M-PESA  money  transfer  service.  There  was  no  existing  law

regulating the operation of mobile money. Too much regulation would have stifled

innovation  while  there  were  fears  that  no  or  too  little  regulation  might  have

endangered the country’s financial system. 

Thus the government had to walk a tight rope in creating the right environment for

innovation  while  at  the  same time  ensuring  the  stability  of  the  financial  system

(Mwangi and Njuguna,  2009).  In  a  nutshell,  we have highlighted  several  factors

contributing to the rapid adoption of mobile money in Kenya. However, these factors

are not only unique to Kenya but are often similar across Africa and many other

developing countries, whereas mobile money banking services themselves have not

thrived in all of these areas, and this raises the underlying question regarding the

unique factors within Kenya that coupled with these structural needs/ parameters to

create the phenomenon growth in mobile money business.

2.4 Critical success factors for M-Pesa: Structural components

This,  however,  is  only  a  partial  explanation,  leading to  the first  question of  this

research;  what  factors  led  to  the  successful  adoption  of  M-PESA  itself?  As

mentioned above, the first group of factors for its success point to failure by the

existing financial institutions to

meet  the needs of the unbanked population.  Example  in Kenya only 19% of the

Kenyan  population  had  access  to  banking  services  by  the  time  M-PESA was

launched in 2007 (FSD Kenya, 2009). To this above discussion, we can also add

14



numerous barriers that had prevented this sector of the population from even having

the basic ability of getting a bank account (Manica and Vescovi,2009). These factors

then become both the reasons why this large population had long existed on the far

side of the technology chasm, through M-PESA’s unique solutions, the reason why

this chasm was bridged.

The first  barrier  was illiteracy.  Most of the unbanked populations  were illiterate,

hence unable to complete the requisite paperwork needed to open a traditional bank

account.  This was coupled with the existence  of documentation  and bureaucratic

procedures  instituted  by  individual  banks,  or  central  bank  regulations,  under  the

concept  of  “Know  Your  Customer”,  required  for  establishing  a  traditional  bank

account. These included the need for introduction letters from individuals operating

current accounts with the bank of interest, required to open and maintain an account.

With  the  introduction  of  M-PESA,  these  bureaucratic  procedures  proved  to  be

unnecessary, as Safaricom, while still applying the“Know Your Customer” initiative,

does so by only requiring national identity cards and phone numbers. This in turn is

made  possible  by  the  micro-transaction  and  pay-as-you-go   structure  of  mobile

money.

The second barrier was the existing financial institutions required a certain minimum

amount of money to remain in the account at all times, and also charged exorbitantly

high  monthly  fees  for  going  below  the  minimum  requirement.  Closure  of  the

accounts  for non-performance was also a common feature among Kenyan banks.

These issues simply made the idea of operating and maintaining banking accounts

unattractive and expensive for most people. A survey done in March 2007 just before
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the launch of M-PESA indicated that the average amount required to open a current

bank account was US$ 105 while the average cost for operating the same was US$

19 per month, suggesting that by the end of the year, if one were to maintain only the

minimum required amount, they would owe the bank at least US$123 in fee charges

alone (Central Bank of Kenya, 2007). To open and operate M-PESA accounts, on the

other hand, one needs no cash; nor is any fee charged for deposits or withdrawals or

monthly ledger fees. The only time one needs to pay fees is when sending money.

Even then,  the  amount  of fees  paid per transaction  is  far  less compared to what

traditional banks charge.

The  third  barrier  was  the  distribution  of  banking  services  themselves.  As  noted

above,  most  of  the  banking  services  were  found  in  the  big  town  centers  or

economically viable areas. However, close to 70% of the Kenyan population lives in

the rural areas. Thus most people were either excluded from these services or had to

travel long distances to the nearest town centers to access banking facilities; travel

which  itself  was expensive and time consuming increasing  the  cost  of  accessing

banking services. 

The above barriers facing the unbanked poor of the society left a gaping need for

financial service with this group. What they needed was a solution and some change

agent to introduce them to the solution. The solution came via Safaricom who turned

the  above  needs  into  a  business  opportunity,  having  already  implemented  wide

network coverage with their mobile phone technology and agents selling airtime all

over the country. This enabled the company to widely spread M-PESA services in a

short time. 
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The change agent came in the name of the working and business people who become

the early adopters to satisfy their own unmet need. The unmet need of the working

and the businesses people, earlier described in the beginning of Section 3.0, came

down to finding a  simple  and reliable  method of  sending money to rural/remote

individuals. This need could not be met by the existing methods of sending money,

which had several shortcomings, contributing to the immediate success of MPESA. 

2.5 The Mobile Money Transfer systems in Tanzania

Mobile money transfer systems are a recent phenomenon in Tanzania, introduced in

mid 2008. To develop the agent network has taken considerable time as the already

existing ‘voucher’ network was not set up to meet the new conditions set by MMT

regulations and business models. Three factors stand out as critical; agents’ float and

cash levels, knowledge and capacity, as well as security arrangements. The agent’s

float  is  the  key instrument  for  instant  deposits  of  money.  Customer  deposits  are

instantly active in their M-PESA accounts because of the design of MMT system.

Hence,  customers  rely  on  agents’  earlier  deposits  at  NBC  (National  Bank  of

Commerce is holding the M-PESA float on Vodacom’s behalf) to be able to send

money immediately after a deposit is done at the MMT agent’s office. The system

works as long as the agents – normally two or three times a week – top up their floats

by depositing cash into their NBC account. 

To balance the float according to customer demand is a non-trivial task, requiring

substantial cash-flow management by the agent. (When the float is zero the agent

cannot accept more deposits and there is sometimes a delay in the system as an NBC
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deposit may not instantly be credited the agent’s float. Several agents complained

about 12-24 hours time delay. Normally the agents need to deposit a sufficient float

for two days due to slow process. The float levels among agents vary a lot, from

TSHs 200 000 up to several millions (USD 130 to a few thousand). Vodacom is

aware of the constraint in the agent network, which has led to the establishment of

Vodacom’s own M-PESA offices. 

These  ‘branded’ shops  keep  higher  float  and  cash  levels  to  meet  the  increasing

demand but have also stepped up security by handling payments in a more bank-like

manner. E.g. the tellers have similar security system as a retail bank. Many agents

run  parallel  business  and  see  M-PESA as  a  supplementary  side  business.  These

agents normally have little prior knowledge of financial transactions and therefore

have to learn-by-doing from scratch. The handling and stocking up of large amounts

of cash are potential  bottlenecks for many agents that find it difficult  to plan the

demand for customer withdrawals and deposits. 

Mostly  the  M-PESA system  is  straightforward  with  few  technical  glitches  and

problems.  Sometimes  customers  send to  the  wrong number and want  to  block a

transfer which often requires the intervention by Vodacom as few agents know how

to sort it out. As M-PESA in Tanzania is USSD-based (Unstructured Supplementary

Service Data) there is no link to the handset’s address book, which means that the

phone numbers must be entered manually.  This increases the risk of entering the

wrong number. AIRTEL-MONEY on the other hand, which is STK-based is better

integrated with the handsets and offer such services. 
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The study showed that the majority of the agents visited operated M-PESA as a side

business and normally had very little or no modifications for hosting an M-PESA

office.  Hence,  there  were  few  security  arrangements  for  minimizing  thefts  and

robbery.  The exception was the Vodacom’s own M-PESA offices  that  were more

bank-like with safety glass and bars to deter break-ins. Vodacom’s  intention is to

transfer these shops to private investors under franchise arrangements (Voogt, 2010).

Several of the smaller M-PESA offices operating without increased safety measures

were aware of the situations and had planned to step up security. This was more

based on their own concern rather than safety regulations imposed by Vodacom or

BoT.

The challenge for Vodacom presently is to make M-PESA accessible for everyone by

decreasing the number of users per agent. In July 2010, M-PESA in Tanzania had

4,500 agents and four million users, which mean there are on average about 900

users per agent. In Kenya the average is about 600 per agent. Vodacom’s model to

deliver  MMT services  draws  heavily  on  the  capacity  of  the  agent  network.  The

model comprises three layers which are agents, super-agents, and aggregators. 

The super-agents are banks and should not be confused with aggregators that are not

banks. This model was first introduced in Kenya (Mas and Radcliffe, 2010) and has

recently been launched in Tanzania as well to solve the float and cash levels amongst

smaller agents. In this structure the small agents operate in a tiered system supported

by an aggregator that supplies cash on commission basis as 30 % of the aggregate’s

commission is drawn by the aggregator.
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2.5.1 M-Pesa basic structure

There are three basic transactions that customers conduct with M-Pesa. 

i. A customer  may  deposit  money  at  an  M-Pesa  outlet  in  return  for  e-float

(called a "cash-in" transaction.).  The customer is required to show a valid

identification document, and his identity and the amount of the deposit are

logged in a book kept at the outlet. Upon receipt of the money, the M-Pesa

agent enters the customer's telephone number and deposit information into

his/her cell phone, and the customer waits at the outlet window until he/she

receives a confirmation text message that e-float has been deposited. Unless

the  system  is  running  slowly  (which  happens  occasionally),  the  whole

transaction takes about a minute or less.

 

ii. A customer may exchange e-float for cash at an M-Pesa outlet (called a "cash

out"  transaction.)  Again,  the  customer  must  show  a  valid  identification

document, and the transaction is logged. The customer tells the shop clerk

how much cash he/she wants, then chooses "withdraw cash" on the M-Pesa

menu on his phone, enters the amount to be withdrawn (plus the relevant fee),

and enters the agent number. The agent then receives a text indicating that the

transaction is complete, and the agent then gives the appropriate amount of

cash to the customer. This whole transaction takes about one minute. 

iii. Finally, a user may transfer e-float from his/her phone to another phone. Our

study refers to such a transfer as a “person-to-person transfer,” even though

one or both of the parties may be an institution or firm. The user enters the

phone number of the recipient and the amount to be transferred on his/her
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cellphone. The sender and recipient each receive a text message stating that

money has been transferred.

These three basic transactions can be combined in a number of ways. For example, a

user may deposit cash and send the full amount deposited to another user, who can

then withdraw the full amount transferred. We refer to this use as "deposit-transfer-

withdraw." 

Alternatively, a user who receives a transfer from one person may transfer the e-float

to  some  other  user  instead  of  withdrawing  cash.  E-float  could  circulate  in  this

manner indefinitely, like conventional cash. A third usage possibility is where a user

deposits cash and then later withdraws it him/herself without having transferred it.

Anecdotally,  it  is  said  that  people  do  this  for  safety  when  they  are  traveling

(Vaughan, 2007; Morawczynski, 2009). 
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An M-PESA informational poster at an agent shop in Dodoma.
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2.6 Perceived risk of mobile money services 

Various studies on consumer perceptions of risks were conducted in the context of

online money transfer (Tan and Teo, 2000; Im, Kim and Han 2008; Wu and Wang,

2005), but the perceived risk variable has only been modeled as a single construct.

When the perceived risk is  modeled as single construct,  it  fails  to reflect  on the

characteristics of the perceived risk (Lee, 2009). 

Lee (2009) conducted a study on perceived risk in the context of Internet (online)

banking adoption. The perceived risk was divided into five facets (performance risk,

social risk, financial  risk, time risk and security risk), which provided a more in-

depth understanding of the characteristics of risks regarding Internet banking (Lee,

2009). Mobile  money transfer may be considered an extension of Internet banking,

but with its own unique characteristics given that a cell phone is used rather than a

web browser on a personal computer (Brown, Cajee,  Davies and Stroebel, 2003).

Thus, a similar set of risk factors can be derived for mobile money transfer by using

the five risk facets as used by Lee (2009) as a basis: performance risk, social risk,

financial risk, time risk and security risk. As defined by Lee (2009), these five risks

can be described for mobile money transfer as follows: 

i. Performance risk: refers to losses incurred by deficiencies or malfunctions of

mobile  money  transfer servers  (Lee,  2009).  According  to  Littler  and

Melanthiou (2006), a malfunction of a mobile  money transfer server would

reduce customers’ willingness to use mobile  money transfer services, and a

similar notion applies in the context of mobile banking. 
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ii. Time/convenience risk: this refers to a loss of time and any inconvenience

incurred  due  to  the  delays  of  receiving  payments  or  the  difficulty  of

navigation (Lee, 2009). 

iii. Social risk: refers to the possibility that using mobile money transfer services

may result in disapproval by one’s friends/family/work group (Lee, 2009). 

iv. Financial risk: is defined as the potential for monetary loss due to transaction

errors or bank account misuse (Lee, 2009). 

v. Security/privacy risk: is defined as a potential loss due to fraud or a hacker 

compromising the security of a mobile banking user. In a similar study, Luarn

and Lin (2005) used the construct ‘perceived credibility’, which is defined as 

the extent to which a person believes that using mobile banking will have no 

security or privacy threats. For this study, security/privacy risk will be 

considered to be similar to a lack of credibility. 

Lee and Kim (2007) found that all four risks: financial, time, social and performance

risks emerged as negative factors in the intention to adopt mobile money transfer

services.  However,  social  risk  was  found  to  have  an  insignificant  effect  on  the

intention to adopt online banking (Lee, 2009). A study by Im et al. (2008) found that

when deploying a technology perceived by users to be high risk, managers need to

emphasis  ‘ease  of  use’.  When deploying a  technology  perceived  to  be  low risk,

managers need to focus on communicating the ‘usefulness’ of the technology (Im et

al., 2008). A study by Wu and Wang (2005) conducted on mobile commerce, where

more than three-fifths (60%) of the respondents had online transaction experience,

showed that perceived risks have positive influences on the behavioural intention to

use the product. The study by Wu and Wang (2005) fails to clearly explain the reason
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for these results; it rather assumes that the respondents might have been aware of the

existing risk of mobile commerce. A study by Tan and Teo (2000) on the adoption of

Internet banking revealed that perceived risk is a significant determinant. Brown et

al. (2003) applied Tan and Teo's Internet banking adoption framework to the mobile

banking context. Brown et al. (2003) found perceived risks to be significant factors

affecting  mobile  money  transfer  services  adoption.  However,  in  their  studies,

perceived risk was modelled as a single construct (Tan and Teo, 2000; Brown et al.,

2003). As per the literature review, it is hypothesized that security, financial, time,

social  and  performance  risks  are  more  likely  to  have  a  negative  effect  on  the

adoption of mobile money transfer services.

2.7 Trust in mobile money services

Customer trust is recognized as a critical  factor for the success of mobile money

services.  With  the  surge  of  both  electronic  commerce  (e-commerce)  and  mobile

commerce  (m-commerce),  more  studies  have  been  conducted  on  the  conceptual

structure, formation of the mechanisms of trust and effects of trust (Bhattacherjee,

2002; Kim, Shin and Lee, 2009; Kim, Chung and Lee, 2010; Shin, 2010). In a study

by Kim  et al.  (2009) which examined the effect  of initial  trust  in mobile  money

users’ adoption, trust was defined as a psychological expectation that a trusted party

will not behave opportunistically. In Kim, Chung and Lee (2010), trust was defined

as a feeling of security and willingness to depend on someone or something.  Kim et

al.  (2009)  further  makes  a  distinction  between  initial  trust  and  experience  or

knowledge-based trust. This study will focus on initial trust, as users are more likely

to  have  less  experience  with service  providers  with  regard  to  the  use  of  mobile

money services. 
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A study  by  Siau  and  Shen  (2003)  classified  trust  into  two  categories:  trust  of

technology and trust of mobile money service providers. This is supported by Lee,

Lee and Kim (2007) in a study that focused on three trust dimensions: trust in bank,

trust  in  mobile  network  provider  and trust  in  wireless  infrastructure.  A study by

Bhattacherjee (2002) provided a definition and measurement of the consumer’s trust

of an e-commerce service provider, based on the three dimensions or typology of

trust:  ability,  integrity  and  benevolence.  Bhattacherjee   (2002)  defined  these  as

follows: 

i. Ability refers to the perception of the consumer about the competency and

salient  knowledge  of  the  mobile  money  service  provider  to  deliver  the

expected service; 

ii. Integrity  refers to users’ perceptions that  the service provider will  be fair,

honest and adhere to reasonable conditions of transactions; 

iii. Benevolence refers to the extent to which a service provider will demonstrate

receptivity and empathy towards the user. The service provider will make a

good faith  effort  to resolve users’ concerns and intends to do good to the

users beyond profit motives.

For  the purpose of this  study the three  dimensions  of trust:  ability,  integrity  and

benevolence (Bhattacherjee, 2002), will be used, together with trust from the three

perspectives of bank, mobile network provider and wireless infrastructure (Siau and

Shen,  2003;  Lee  et  al.,  2007).In  the  mobile  banking  context,  trusting  intentions

represents users' willingness to engage in subsequent transactions with the service

provider  (Bhattacherjee,  2002).  Higher  levels  of  trust  in  a  service  provider  will

therefore lead to greater intentions on the part of the user to engage in mobile money

transactions.  A study by Gu,  Lee  and Suh (2009)  verified  the  effect  of  trust  on
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behavioural  intentions  in mobile  money services,  using the trust  from the banks’

perspective. This indicates that trust helps reduce fraud and potential risks caused by

opportunistic  behavior  and  provides  users  the  ultimate  benefit  of  getting  more

reliable banking services from honest banks (Gu et al., 2009). 

To better understand the role of the customer trust on the adoption of mobile money

services, the concept of brand loyalty and customer loyalty is also introduced in this

study. In a study by Lin and Wang (2006), brand loyalty is simply defined as the

repetitive  purchase  of  preferred  brand  products  or  services.  It  further  defines

customer loyalty as a customer’s favourable attitude toward the mobile vendor that

results in repeat buying behavior (Lin and Wang, 2006). For the purpose of this study

customer loyalty will be used. According to Reich held and Schefter (2000), to earn

customer loyalty in an online business it is critical to first earn customers’ trust. A

study  by  Harris  and  Goode  (2004)  found  that  trust  is  positively  and  directly

associated  with  customer  loyalty  for  online  services.  Since  mobile  banking  is

considered  an  extension  Internet  banking  (Brown  et  al.,  2003),  it  is  therefore

considered to be part of the online services. Hence a customer’s trust in a mobile

banking service  provider  is  likely  to  positively  influence  the  adoption  of  mobile

banking.

MMT is not for every business; the type of business and need for MMT depends on a

few factors. First, in situations where buyers and sellers are located nearby there is

no obvious need to use MMT as cash is preferred for most transactions. Since the M-

PESA tariff  structure favours sending larger  amounts,  with high fees for sending

small amounts such as TSHs 5,000 (approximately USD 3), there is little incentive to
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use  M-PESA  for  petty  trading.  The  ceiling  amounts  automatically  block  big

transactions, as TSHs 500,000 (approximately USD 330) is not sufficient for most

medium sized and larger firms’ transactions. Moreover, the business situation is a

key factor whether MMT will work or not. In almost all cases where MMT is used

there is long-lasting business relationship,  often five years or more.  Hence,  short

term or no commitment at all between buyer and seller will favour other means of

payment. An additional feature of MMT is the account type, individual rather than

corporate,  which  means  that  is  a  physical  person  that  receives  instead  of  the

company as a legal entity. This is a major deterrence for most large firms.

A study conducted by Porteous (2006) on the adoption of Mobile Money Transfer 

services in Africa found out that Mobile Money Transfer in Africa are in the 

following forms; transmitting airtime, paying bills and transferring money.

2.8 Chapter summary

Based on the above reviewed empirical literature, it is evident that extensive research

has been done which are related to the research topic in developed and neighboring 

countries such as Kenya. Unfortunately the reviewed empirical literature did not 

explain anything about the impact of risks to customers’ trust on using mobile money

transfer services hence it is the research gap. Thus, it is the objective of this research 

to fill that literature gap and contribute in developing new knowledge.

28



CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter discusses the research design that would be adopted, population and the

sample of the research and the sampling techniques that would be employed in the

study. It further discussed the data collection methods and data collection instruments

to  be  used  in  the  study.  The  chapter  winded  up  by  talking  about  data  analysis

techniques, reliability and validity issues. 

3.1 Research Design 

In order to achieve the objectives  of this  study, a cross-sectional  survey research

design would be adopted since it is considered to be favorable due to resource and

time limitations for data collection. The cross-sectional study often employ survey

strategy and have greater flexibility in taking care of time and financial limitations

(Marczyk, et al., 2005).

It helped to avoid the possibility of seeking for respondents more than once and more

likely to have high response rate as opposed to longitudinal study that often suffers

from mortality.

3.2 Population 

The  population  was all individuals of interest to this research; it is the full set of

cases from which a sample can be taken (Saunders, et al., 2007).  The population of

interest  is usually defined by the purpose of the research and the research question

itself (Marczyk, et al., 2005). In order to meet the objectives of the study, the target

population  would  be  856,684  mobile  phone  subscribers  from  Vodacom  mobile
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network operator who had registered for M-Pesa from Dodoma Municipal  as the

statistics obtained from Vodacom marketing department had shown. The population

in this case would be defined as the total of all M-Pesa customers including the M-

Pesa agents from Dodoma Municipal in Tanzania.

3.3 Sampling procedure and sample size

The basic idea of sampling is that by selecting some of the elements in a population,

conclusions can be drawn about the entire population   (Zikmund, 2003). A sample of

convenience  is simply a potential source of participants that is easily accessible to

the researcher (Marczyk,  et al., 2005 pg 54). Sampling saves restrictions of time,

money, resources and often access (Saunders, et al., 2007; Marczyk, et al., 2005). 

The common goal of this survey research would be to collect data that represent the

population. The population size for this study would be 856,684 M-Pesa customers

in Dodoma Municipal, however   the confidence level of 95% and the confidence

interval of 8% would be used to obtain the minimum representative sample size (n)

of about 300 which would be reasonable sample for the study. 

However, this sample would be divided further into 10 M-Pesa agents and 20 M-

Pesa customers in corresponding to the ten subdivisions of the area to be studied

which  include  Majengo,  Mlezi,  Kikuyu,  Area  C,  Area  D,  Area  A,  Kisasa,

Chang’ombe,  Nzuguni  and UDOM to make a  total  of 30 respondents  from each

subdivision. 
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3.4 Area of study

The sample would be taken from Dodoma Municipal based on two factors; first it is

the capital city of Tanzania and secondly it consists low income market population

specifically students from four high learning institutions  like University of Dodoma,

College  of  Business  Education,  Saint  John  University  and  Mipango.Thus  the

researcher expects that through this area of study the objectives of the study would

be met.

3.5 Data collection methodology and procedure

This study would be conducted through questionnaires which focused on deciding

how the sample could be surveyed and developing the specific questions that would

be used (Marczyk, et al., 2005). According to Marczyk (2005), questionnaire would

determine the content and structure of the questions e.g., open-ended, closed-ended

and Likert scales. The questionnaire for this study would consist three measurement

modalities which are closed-ended questions provided the participants with several

answers  from which  they  could  choose  while  Likert  scale  asked  participants  to

provide a response along a continuum of possible responses. Open-ended questions

gave  participants  freedom  to  answer  the  question  in  any  manner  they  chose

(Marczyk, et al., 2005; Saunders, et al., 2007). 

There  would  be  numerous  ways  of  administering  a  questionnaire  e.g.  by  direct

contact, by postal mailing, by telephone, online etc (et al,  2007).  This study would

employ  direct  contact  method  as  explained  in  the  sampling  design.  The

questionnaires would be carefully designed to take care of research questions and to

comprise all important measurements required for this study. Questionnaires for the
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study  would  be  administered  to  Vodacom  M-Pesa  customers  and  agents  of  the

chosen  locations  namely  Majengo,  Mlezi,  Kikuyu,  Area  C,  Area  D,  Area  A

,Kisasa,Chang’ombe, Nzuguni and UDOM.

The  questionnaires  would  be  made  available  via  website  and  also  administered

through email to known addresses in Tanzania defining the objectives of the study,

and  requesting  that  the  recipient  respond  to  the  questions  and,  where  possible,

distribute the information about the questionnaire to their friends or colleagues. The

responses from the questionnaire would be automatically recorded online whenever

one  completes  a  survey  question.  A paper  based  survey  questionnaire  would  be

prepared and distributed to the intended Dodoma population basing in city center

where a hardcopy based survey would be administered  to  the respondents in the

following streets:  Majengo,  Mlezi,  Kikuyu,  Area C, Area D, Area A,UDOM and

Kisasa. The remaining respondents would be based in Nzuguni and Chang’ombe. 

The data collection would be done according to the proportions of the population

sample among the chosen subdivisions and the sample size would be divided into

proportions of the location to be studied.

3.6 Research instruments 

3.6.1 The questionnaire

In order to get good results for the study, the researcher would survey the area to get

information by using questionnaires that would be distributed to sample selected to

gather the information. Structured questionnaire with both open and closed questions

would be used during the study. Open ended questions would be administered to the
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respondents  aiming  to  give  them  a  wide  opportunity  to  provide  information

patterning to QoS.The questionnaires would be given physically to respondents and

would be collected within 15 minutes after being filled.

3.6.2 The interview

The interview would be used in the study because it brings an opportunity for the

researcher to explore information directly from the respondents especially to those

who would not be able to respond to fill the questionnaires due to some reasons such

as time constraint and literacy factors. The interview would also be used purposely to

obtain additional information to qualify the facts and provides the greater suppleness

for the researcher to restructure the questions when necessary during the interview.

During an interview, the oral communication presentation between the respondents

and  researcher  would  be  involved  to  simplify  an  exercise.  Structured  questions

would be used as guidelines to ask an interviewees face to face questions.

3.6.3 Observation

During the process of interviewing the respondents, the researcher would get time to

observe the  realities  presented  by the respondents.  This  would be  made possible

because the respondents would be interviewed at a time they were transacting M-

Pesa service.

3.7 Data analysis

Descriptive statistic (such as mean and frequencies) analysis would be conducted on

the demographics data. The data collected from the returned questionnaires would be

captured onto a Statistical Package for the Social Sciences(SPSS version 17.0) for
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windows  and  the  latest  version  of  Operating  System like  Microsoft  Windows  7

Professional 32-bits as well as excel software computer program would be used to

analyze both qualitative and quantitative data collected from the field.

3.8 Expected results

The composite reliabilities of the constructs included in the model ranged from 0.61

to 0.82  all the main constructs have Cronbach’s alpha above 60 which is acceptable;

greater than the recommended benchmark of 0.60 (Wu and Wang, 2005). This will

show that all measures have strong and adequate reliability and discriminate validity.

3.9 Limitation of the study

In conducting this study, the researcher expects to face the following limitations that 

may affect the effectiveness of the study:

3.9.1 Time constraint

This  study would be carried out for a  short  period to follow the deadline  of the

academic calendar of the University of Dodoma. Time constraint may affect both, the

quality and quantity of the research study because the researcher would have to use

fewer respondents.

3.9.2 Financial limitation

Lack  of  adequate  finances  may  affect  the  quality  and  quantity  of  data  collected

during the study.This may hamper the researcher to conduct the study effectively

because  the  researcher  would  not  be  able  to  interview  as  many  respondents  as

possible.
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3.9.3 Lack of local empirical literature

Local empirical literature on challenges facing adoption of mobile money transfer

services  is  very scarce;  as a  result,  the researcher  would have to  rely mostly on

literature  from  developed  countries.  This  may  not  give  a  true  picture  because

challenges in one country may differ from challenges in another country.

3.10 Chapter summary

This chapter described the methodology that was used in this study. It outlined the

research  design  adopted,  the  population  surveyed  and  data  collection  method

applied. It also highlighted much on the study area of interest with the reasons that

led to the choice of the areas. The explanation of the instruments used to collect data

during the research has also been given so as to put the reader in the picture of how

data were collected. 
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CHAPTER FOUR

RESULTS AND DISCUSSION

4.0 Introduction

The discovered facts from the study on the impact of risks to customers’ trust on

using  mobile  money  transfer  services  particularly  M-Pesa  in  Tanzania  are

represented clearly in this chapter.  The researcher discusses the findings from the

empirical data based on research questions and objectives.

4.1 Sample size and response rate

Approximately  300  questionnaires  were  prepared  and  circulated.  A total  of  210

responses were received.  Of these,  five (5) responses had to be discarded due to

invalid  or incomplete  data entries.  Thus the sample comprising of a  total  of 205

respondents was used for analysis. From the received questionnaire feedback, some

meaningful results were found and documented.

4.2 Demographic characteristics

This section outlines the findings on the demographic characteristics of the sample,

which  includes  the  geographic  location  of  the respondents,  gender,  age,  working

status/occupation, education level and possession of a mobile phone registered to M-

Pesa.

4.2.1 Demographics – Age and gender

The highest percentage of respondents were between the ages of 25 and 35 years

(37%), the second largest age group was between 35 and 50 years (35%), the third

largest group was between 16 and 24 years (23%), and the last group was over 50

years (5%). The average age was 33 years, while the standard deviation of the age

distribution was 9.5. In Tanzania an applicant needs to be 18 years old to have M-
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Pesa  account  without  their  parents’ consent;  according  to  the  results  only  one

respondent was less than 18 years (17 years). When combining two age groups, the

group between 25 and 50 years contributed 72% of the respondents, which represents

the majority portion of the working population in Tanzania.

Figure 1:  Age representation

Table 1: Shows a male and female respondents

Gender Number of responses Responses in Percentage
Male 95             47%
Female 110 53%
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Table 2: Demographics – Education level, working status and income level 

Education level Number of

responses

Responses in

Percentage
College/University 10 4.9%
Technical 21 10.2%
Some high school 23 11.2%
Primary school completed 146 71.2%
No formal education or some

primary school

5 2.5%

Figure 2: Work status (occupation) representations

38



Figure 3: Possession of mobile phone 

Figure 4:  Possession of mobile phone with M-Pesa account

4.3 Descriptive analysis results

4.3.1 Current use or intention to use M-Pesa services

To determine whether the respondents were currently using an M-Pesa services, the

respondents were asked to indicate whether they currently use or intend to use  M-

Pesa services. Three categories of answer options were available for the respondent
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to choose the applicable answer. The three options included, firstly ‘Yes’, secondly

‘No, but interested in using, if useful, affordable and secure,’ and thirdly ‘No, not

interested’. The respondents who answered ‘Yes’ were categorised as Group A; those

who answered ‘No,  but  interested  in  using  it  in  the  future’,  were  categorised  as

Group B; and those responded ‘No, not interested’ were categorised as Group C. 

To examine the significant differences between the means of more than two groups

when there is  one variable,  a simple analysis  of variance can be used (ANOVA)

(Salkind, 2008, p. 202; Zikmund, 2003, p. 529). 

In Figure 4.5, the results showed that approximately 28% of the respondents used M-

Pesa services (Group A),  with  60% currently not  using the  M-Pesa services,  but

interested (Group B). The remaining 12% of the respondents indicated no interest in

using M-Pesa services (Group C).

Figure 5: Use or intention to use M-pesa service
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Table 3:  Use of M-Pesa services and possession of mobile phone

Use of            

M-Pesa 

services

Number of

Responses

Percentage

of

Responses

Possession

of mobile

phone

Number of

Responses

Percentag

e of

Responses
Yes 57 28% Yes 57 100%

No 0 0%
No, but 

interested

123 60% Yes 92 75%
No 31 25%

No, not 

interested

25 12% Yes 21 84%
No 4 16%

Total 205

4.4 Customer’s trust 

The results of the Customer’s trust construct were subdivided into various facets,

which included Ability, Integrity and Benevolence. The results are outlined in the

table 4.

Table 4: Summary of ANOVA results for trust

Independent Variable Degree of

freedom

Mean F-Value Pr>F

(at 0.05)
Trust 2 3.61 5.29 0.0055

Facet of Trust
Ability 2 3.5 8.1 0.0004
Integrity 2 3.72 0.5 0.6095
Benevolence 2 3.6 3.45 0.0320

4.5 Perceived risk 

The results of the perceived risk construct were subdivided into various facets, which

included performance risk, financial risk, social risk, time risk and security/privacy

risk. The results are outlined in the table 5. 
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Table 5: Summary of ANOVA results for Perceived risk

Independent Variable Degree of

freedom

Mean F-Value Pr>F

(at 0.05)
Perceived risk 2 2.86 0.6 0.5495

Facet of Perceived Risk
Performance risk 2 2.89 0.73 0.485
Financial risk 2 2.8 1.43 0.240
Social risk 2 2.9 1.00 0.368
Time risk 2 2.51 1.08 0.3416
Security/privacy risk 2 3.06 2.09 0.1254

Table 4 and 5 show ANOVA results of all the main constructs and the facets of trust

and perceived risk respectively. When the Pr value is less than 0.05, it implies there

is significant difference between the Means of the three groups as discussed in the

previous section which are Group A, Group B, and Group C.

4.6 ANOVA results for trust 

The obtained F value of trust is 5.29 and Pr is 0.0055 (Table 4). This means that there

is a significant difference between Means at 5% level. This implies there is a main

effect for trust for adoption of mobile money transfer service. Taking a closer look on

the  various  facets  of  trust,  the  ANOVA results  of  each  facet  are  reflected  as

following: 

4.6 .1 ANOVA results for ability 

The obtained F value of Ability is  8.1and Pr is 0.0004 (Table 4). This means that

there is a significant difference between Means at 5% level. This implies there is a

main  effect  for  Ability  as  a  facet  of  trust  to  adoption  of  mobile  money transfer

service. 
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4.6.2 ANOVA results for integrity 

The obtained F value of Integrity is 0.50 and Pr is 0.6095 (Table 4). This means that

there is no significant difference between Means at 5% level. This implies there is no

main effect for Integrity as a facet  of trust to adoption of mobile money transfer

service.

4.6.3 ANOVA results for benevolence 

The obtained F value of Benevolence is 3.45and Pr is 0.0320 (Table 4). This means

that there is a significant difference between Means at 5% level. This implies there is

main effect for Benevolence as a facet of trust to adoption of mobile money transfer

service. 

4.7 ANOVA results for perceived risk 

The obtained F value of perceived risk is 0.6 and Pr is 0.5495 (Table 5). This means

that there is no significant difference between Means at 5% level. This implies there

is no main effect for perceived risk to adoption of mobile money transfer service.

The ANOVA results of each facet of perceived risk are as follows: 

4.7.1 ANOVA results for performance risk 

The obtained F value of performance risk is 0.73 and Pr is 0.4851 (Table 5). This

means that there is no significant difference between Means at 5% level. This implies

there is no main effect  for performance risk as facet of perceived risk to mobile

money transfer service.
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4.7.2 ANOVA results for financial risk 

The obtained F value of financial risk is 1.43 and Pr is 0.2401 (Table 5). This means

that there is no significant difference between Means at 5% level. This implies there

is no main effect for financial risk as facet of perceived risk to adoption of mobile

banking. 

4.7.3 ANOVA results for social risk 

The obtained F value of social risk is 1.00 and Pr is 0.3678 (Table 5). This means

that there is no significant difference between Means at 5% level. This implies there

is no main effect for social risk as a facet of perceived risk to the adoption of mobile

money transfer service. 

4.7.4 ANOVA results for time risk 

The obtained F value of time risk is 1.08 and Pr is 0.3416 (Table 5). This means that

there is no significant difference between Means at 5% level. This implies there is no

main effect for time risk as a facet of perceived risk to the adoption of mobile money

transfer service. 

4.7.5 ANOVA results for security/privacy risk 

The obtained F value of security/privacy risk is 2.09 and Pr is 0.1254 (Table 5). This

means that there is no significant difference between Means at 5% level. This implies

there is no main effect for security/privacy risk as a facet of perceived risk to the

adoption of mobile money transfer service.
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4.8 Correlation between trust and perceived risk 

The  Pearson  Correlation  Coefficients  (T-Test)  results  in  Table  6  shows  that  the

obtained correlation value (Rho) is -0.1703, and the Probability (Pr) of obtained Rho

value equal to critical value at the 0.05 level is 0.00027. This means that a significant

negative correlation exists between trust and perceived risk. 

Table 6: T-Test (correlation coefficients) for trust and perceived risk

Perceived risk Trust
Perceived risk 1.0000 -0.1703

0.00027
Trust -0.1703

0.00027

1.0000

4.9 Chapter summary

This  chapter  presented  the  results  and  findings  of  the  data  collected  during  the

research period in Dodoma municipal whereby responses of the respondents on the

research objectives of the study were summarized.Tables,pie charts and bar graphs

were used to present the data and percentages were used to to interpret the data.

45



CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMENDATIONS

5.0 Introduction

This chapter aims at concluding the whole work undertaken in this study. Chapter

one  defined the  problem under  the  study while  the  second chapter  reviewed the

literature  relevant  to  the  problem under  study  .Chapter  three  highlighted  on  the

research methodology whereas  chapter four discussed data analysis and results for

the  study.  It  is  therefore  the  aim  of  this  chapter  to  discuss  the  conclusions,

recommendations and suggest area for further study.

5.1 Summary

This dissertation report sought to establish the impact of risks to customers’ trust on

using  mobile  money  transfer  services  particularly  M-Pesa  in  Tanzania  from

customers’ perspective.The sample from ten locations of Dodoma Municipal namely

Majengo, Mlezi, Kikuyu, Area C, Area D, Area A ,Kisasa,Chang’ombe, Nzuguni and

UDOM were involved in the study. The selected M-Pesa customers and agents from

these locations of Dodoma Municipal were involved in the survey.

The study found that people in Dodoma Municipal will adopt mobile money transfer

services  when  the  mobile  network  providers  are  perceived  to  be  trustworthy.

Customer’s trust of mobile money transfer services providers has a direct effect on

the customer’s  loyalty.  Trust has a negative significant  correlation with perceived

risk, and trust can play a role in mitigation of risk.
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5.2 Practical implications for business

The results showed that only 28% of the respondents are currently using M-Pesa

service; 60% of the respondents are not using M-Pesa service but have an interest to

use it in the future. This is a great marketing opportunity for businesses to reach poor

people with a broad range of financial  services,  however it  is  critical  for service

providers to understand the behavior patterns of low income markets. This research

revealed that  customer’s trust  in the service provider is  critical  when introducing

services and products to customers in low income markets. Mobile banking service

providers need to continuously strive to simplify the mobile banking application used

for transactions. 

Furthermore, mobile banking service providers need to make an effort to build trust

with customers. Service providers need to continuously demonstrate their ability to

provide secure value-adding services, their intention to be fair and honest with regard

to customers’ requirements,  and demonstrate good intent  in terms of empowering

customers. Mobile banking service providers need to ensure that they can deliver on

the promises made during marketing initiatives.  Considering that customer’s trust

has an effect on customer loyalty, trusted mobile banking service providers stand a

better chase to gain meaningful market share. The mobile banking service providers

should begin to consider driving down the costs of mobile banking as a core of their

strategic objectives. 

The increased use of mobile banking services will be beneficial to both the mobile

banking service provider and the users. The mobile banking service provider will be

able to reduce expenditure in establishing more banking branches. The people will
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benefit in terms of reducing tax fare on travelling and effectively utilizing time for

other productive opportunities. 

5.3 Recommendation for future research

The  results  of  this  study  showed  that  there  is  a  negative  relationship  between

customer’s  trust  and perceived risk.  However,  it  will  be necessary to  look at  the

effect of trust on perceived risk on a broader scale. Possibly there could be a better

understanding of the reasons why the respondents who placed so much trust in their

mobile  banking  service  provider  did  not  have  risk  concerns.  Therefore,  further

research is recommended on the effect of trust to perceived risk of mobile banking at

the low income market.
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APPENDICES

Appendix 1

The questionnaire.

THE UNIVERSITY OF DODOMA

QUESTIONNAIRE ON RESEARCH PROJECT

TOPIC: THE IMPACT OF RISKS TO CUSTOMERS’ TRUST ON USING

MOBILE MONEY TRANSFER SERVICES IN TANZANIA:

A CASE STUDY OF M-PESA IN DODOMA MUNICIPAL

BY: SAULO ULEDI

Dear respondent,

The  convergence  of  telecommunication  and  banking  services  has  created

opportunities for the emergence of mobile commerce,  in particular mobile  money

transfer services which provide time independence, convenience and promptness to

customers, along with cost saving. However the services offered by mobile network

such as M-Pesa needs to be satisfactory to the customer.

This  study aims  at  determining  the  impact  of  risks  to  customers’ trust  on  using

mobile money transfer services such as M-Pesa as one of the services offered by

these mobile networks. Your responses will help to accomplish this project and in

turn stimulate your mobile network operator to take further steps in improving the

services to the level that you expect. The survey would take a maximum of 10-20

minutes.
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I kindly request your support in my academic research by answering the under listed

questions which are purely prepared for academic purposes only. I promise that the

information given will remain confidential and will be used for academic purpose

only. I kindly request your cooperation by giving your explanations and opinions as

well as any other necessary information based on the study.

Section A: Demographic details

Please complete the section by ticking the options applicable to your statement.

User Demographics Categories Mark where 

applicable with 

( √  ) n
Q1 Where do you stay? (Provide 

area) 

Area………………..

Q2 Gender Male
Female

Q3 What is your age? 18-25
26-35
36-45
46 and above

Q4 Work Status Employed 
Housewife 
Student 
Self- Employed 

Unemployed 
Pensioner/Retired 

Q5 Education  level No Formal or Some 

primary school 
Primary school 

completed 
Some high school 

Technical
College/University

Q8 Do you have or use a mobile 

phone? 

Yes

No
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Q9 Do you have an M-Pesa 

account? 

Yes
No

Q10 Do you use your M-Pesa 

account?

Yes
No, but I will use if 

affordable or other 

reasons. 
No, not interested 

Q11 If yes, how do you use M-Pesa 

for? 

Buy airtime 
Check account 

balance 
Transfer money 

Pay electricity 
Cash withdrawal 
Others (Specify)

Not Applicable 
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Section B: Five-point Likert Scale Questionnaire

Please complete the following questionnaire on a scale of 1 to 5. 1-strongly disagree 

and 5- strongly agree. Mark where applicable with ( √  ) 

Item Construct Strongly 

disagree 

(1)

Disagree

(2)

Not Sure 

(3)

Agree 

(4)

Strongly 

agree 

(5)

Q12 I think that M-Pesa 

would enable me to 

accomplish my tasks 

more quickly 

Q13 I think that using M-

Pesa would make it 

easier for me to carry

out my tasks. 

Q14 I think that M-Pesa is

useful. 

Q15 Overall, I think that 

using M-Pesa is 

advantageous. 

Q16 I think that learning 

to use M-Pesa would 
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be easy. 
Q17 I think that 

interaction with M-

Pesa does not require 

a lot of mental effort.
Q18 M-Pesa services may 

not perform well 

because of network 

problems. 
Q19 When transferring 

money through M-

Pesa, I afraid that I 

will lose money due 

to careless mistakes 

such as wrong input 

of receiver’s phone 

number and wrong 

input of the amount 

of money. 
Q20 When transaction 

errors occur, I worry 

that I cannot get 

compensation from 

Vodacom.
Q21 I am sure that if I 

decide to use M-Pesa 

and something went 
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wrong with the 

transactions, my 

friends, family and 

colleagues would 

think less of me. 
Q22 When my M-Pesa 

account incurs fraud 

or hacking, I would 

have a potential loss 

of status in my social 

group. 
Q23 Using M-Pesa 

services would lead 

to a loss of 

convenience for me 

because I would have

to waste time fixing 

payments errors 

Q24 It would take me lots 

of time to learn how 

to use M-Pesa 

services. 
Q25 I would not feel 

totally safe providing

personal privacy 

information through 
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M-Pesa. 
Q26 I worry about using 

M-Pesa because other

people may be able to

access my account.
Q27 I would not feel 

secure sending 

sensitive information 

across M-Pesa. 
Q28 I think the transaction

fee is expensive 
Q29 M-Pesa service 

providers have the 

skills and expertise to

perform transactions 

in an expected 
Q30 M-Pesa service 

providers have access

to the information 

needed to handle 

transactions 

appropriately 

Q31 M-Pesa service 

providers are fair in 

their conduct of 

customer 

transactions. 
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Q32 M-Pesa service 

providers are fair in 

their customer 

service policies 

following a 

transaction. 
Q33 M-Pesa service 

providers make good-

faith efforts to 

address most 

customer concerns. 

Q34 I believe mobile 

network providers are

trustworthy. 
Q35 I believe wireless 

infrastructure can be 

trusted. 

Thank you for completing this questionnaire and assisting me in my research. 

Kind Regards
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