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Executive Summary

FSD Kenya’s two-year study on the affordability of financial

services and transparency of bank pricing had three questions:

1.	 How much does it cost to run a bank account in Kenya?

2.	 How difficult is it to compare costs between banks?

3.	 What can be done to improve both cost and comparison?

To answer these questions, researchers posing as bank customers conducted two

rounds of mystery shopping surveys in 2015 and 2016. They measured the cost

of basic transactions (opening, running and closing bank accounts) and how

easy it was to compare costs across banks.

The most striking finding was how difficult it is to compare costs

between banks. This can be attributed to three reasons:

1.	 There was a great deal of confusion over the actual cost of different banking

products and services. Bank staff tend to know the cost of routine transactions

such as withdrawal fees but not for others such as bank-to-mobile transfers,

salary-processing fees and intra-bank versus inter-bank transfers, etc. This

information is surprisingly difficult to get.



The study also found that the costs of financial services are

extremely diverse, depending on the bank and the type of

accounts chosen.

1.	 The funds required to open a bank account varied from KSh 155 to KSh 5,660

(averaging KSh 1,322), mostly because of some bank’s minimum opening

balance requirements.

2.	 The annual cost for running a bank account (including withdrawals, money

transfers and account maintenance fees) is extremely diverse running from

KSh 3,629 to KSh 13,460 annually.

3.	 Closing a bank account ranges from KSh 495 to KSh 1,815, averaging KSh 1,002.

This study was conducted with 11 banks and 22 accounts hence it cannot be

generalised to the entire banking sector. The box on the next page details the

methodological approach, issues and limitations.



2.	 In most instances, this obscurity did not seem intentional. To the contrary, it

seemed to stem from a lack of standardised tariff information and how this

should be organised and presented.

3.	 Bank staff are also incentivised to sell particular products regardless of customer

needs, in some cases even recommending more expensive or inappropriate

accounts that were being pushed by marketing campaigns.



1



While the minimum opening balance is not technically a cost, we included it as it as it adds up to the amount of money required at hand to open an account.
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Methodological Approach And Limitations

This report shows detailed information on the costs for 22 bank accounts offered by 11 banks and is, therefore, is not representative of the entire

market. The goal is not to advise customers on which accounts to choose, it is to shed light on pricing transparency and help track affordability in

the future. The study’s context is detailed below:

The last round of the survey was conducted between November and December 2016. Banks’ pricing might have changed

fees since then.

The study focuses on the 11 largest banks measured by the number of deposit accounts. This is not exhaustive but

representative of the market as it accounts for over 95% of the total deposit accounts in the market. In future, we plan to include all banks

but the first round was kept small to test methodology and refine approach.

The study selected two bank accounts in each of the 11 banks. The accounts were chosen not because they are the cheapest

or most common, but because they were the most recommended by bank staff during the mystery shopping process. Mystery shoppers

visited several branches for each bank and introduced themselves consistently as either micro-entrepreneurs running an informal car wash

(with a monthly turnover of KSh 30,000) or as formal employees in a local business (monthly salary of KSh 30,000). More details on the

methodology and selected bank accounts are provided in chapter 2.2.

Different banks target different customer segments, and not all banks focus on the lower income customers the researchers

portrayed.

This study does not focus on the quality of customer service, the length of queues at the counters or the geographical distribution

of branches across Kenya.

Mystery shoppers collected data as if they were typical bank customers, asking for information from bank staff and using

brochures and other promotional material. They then cross-checked the information with the bank’s tariff guides and websites. The

team spent almost two months collecting and refining the data, much more than a bank customer would ideally do. If the study reports

erroneous findings, it is partly because it is difficult getting information from banks.

Some banks provide promotional offers for wealthy and/or active bank users such as waiving monthly ledger fees for

account balances above a certain threshold. In most cases, we did not include these incentives in our calculations.
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CHapter 1



INTRODUCTION

Kenya has experienced tremendous improvements in access to financial services

over the last few years. However, little is known about the trends in affordability

of financial services, especially for low-income earners. Policy interventions to

address the cost of financial services have mostly focused on the lending side,

with widespread acknowledgement that the level of interest rates in Kenya

is high. The recent launch of a “cost of credit calculator” by the Kenya Bankers’

Association (KBA) represents a very important step to increase transparency in

bank lending. The deposit side, however, has received little attention, with data

on the comparable cost of opening and operating a bank account remaining

unavailable. Bank account usage is still low and evidence suggests that informal

instruments are still widely used to manage savings and day-to-day financial

needs. Part of the reason has been attributed to cost of formal services. All too

often, bank accounts are used for a single specific function such as receiving a

payment. In 2016, only 6.1% of Kenyans cited banks as their most important

financial instrument for everyday use, down from 7% in 2013.

This report outlines the findings from a two-year study by FSD Kenya to

understand the costs for banking services in Kenya. Two rounds of mystery

shopping surveys were completed in October and November of 2015 and 2016

to build a database and measure the costs for basic bundles of transactions such

as opening, running and closing bank accounts. While conducting the study,

however, it became clear that bank pricing data is difficult to obtain and that

market information is still opaque. Although banks are required by the Central

Bank of Kenya (CBK) to publish “tariff guides” with all their fees and charges,

we found that many were either outdated, incomplete or lacking accountspecific information. There are, however, exemplary banks with up-to-date and

accessible tariff guides.
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See http://www.cost-of-credit.com/ (last accessed in July 2017)



To collect data, researchers visited multiple bank branches posing as customers,

as well as customer service call-lines and web searches to triangulate data. Still,

some data was difficult to obtain and validate, even from different branches of

the same bank. This report relied on the same data sources available to bank

customers. Given this, most of the errors or imprecisions in the calculated costs

reflect the incompleteness of information that customers face in their interaction

with banks.

This report has three objectives:

1.	 To assess price transparency - how easy it is for a bank customer to obtain

information on bank fees, charges, and available products? Initially, the study’s

focus was on cost rather than transparency but along the way it became

apparent how difficult it was to obtain information on cost.

2.	 To develop affordability indicators that measure the cost of basic bank transactions

such as opening and closing bank accounts, withdrawing and transferring

money. To measure these costs, we developed “baskets” of transactions that

are typical to an average customer and estimated the costs based on average

frequency of usage. A methodological note on the calculation is included in

chapter 2, while the findings are described in a series of infographics from

page 14.

3.	 To identify actionable recommendations to incentivize both private sector

solutions as well as government policies aimed at increasing market transparency

and affordability.
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CHapter 2



METHODOLOGY

2.1 METHODOLOGY USED IN THIS STUDY: A 3-STEP PROCESS



2.1.1 Step 1- choosing the focus banks



To measure the cost of banking services in Kenya, we tracked the cost of several

transactions: opening an account, withdrawing, transferring funds, account

maintenance, switching and closing accounts. Mystery shoppers visited bank

branches to obtain the costs of these transactions. The research followed a

simple, 3-step process:



While there are over 40 commercial banks in Kenya, majority of customers and

deposit accounts are held by only a few of these banks. This study focussed on

the 11 largest which together hold 97% of all deposit accounts in Kenya as at

December 2015. The banks selected in this study are outlined in table 1.



Table 1: Banks selected for the study: net assets, number of deposit and loan accounts



Deposit accounts

Number

(millions)



Loan accounts



% of the

market



KSh

(millions)



12.934



37.30%



8.78



Kenya Commercial Bank (KCB)



Net assets



% of the

market



Number

(millions)



% of the

market



198,484



5.70%



2.691



31.60%



25.30%



341,329



9.80%



0.947



11.10%



3.795



11.00%



467,741



13.40%



1.259



14.80%



Co-operative Bank of Kenya (Co-op)



2.849



8.20%



339,550



9.70%



1.191



14.00%



Family Bank



1.794



5.20%



81,190



2.30%



0.159



1.9%



Barclays Bank



1.502



4.30%



241,153



6.90%



0.32



3.80%



National Bank of Kenya (NBK)



0.695



2.00%



125,295



3.60%



1.608



18.9%



Diamond Trust Bank (DTB)



0.656



1.90%



190,948



5.50%



0.013



0.20%



Standard Chartered Bank (SCB)



0.218



0.60%



234,131



6.70%



0.054



0.60%



Stanbic Bank



0.134



0.40%



198,578



5.4%



0.033



0.40%



NIC Bank



0.091



0.30%



156,762



4.50%



0.032



0.40%



Commercial Bank of Africa (CBA)

Equity Bank
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