
EFFECT OF PROCESS INNOVATIONS ON FINANCIAL PERFORMANCE OF 

MICROFINANCE INSTITUTIONS IN NAIROBI COUNTY, KENYA 

 

 

 

 

 

 

 

 

 

 

 

CHRISTINE MAKENA MWIRICHIA  

 

 

 

 

 

 

 

 

A Thesis Submitted to the School of Business and Economics in Partial Fulfillment of 

the Requirements for the Conferment of the Degree of Masters in Finance and 

Investment of Kenya Methodist University 

 

 

 

 

SEPTEMBER, 2023



 

ii 

 

DECLARATION AND RECOMMENDATION 
 

Declaration 

I declare that this thesis is my original work and has not been presented in any other 

university. 

 

Signed…………………………                               Date…………………….. 

Christine Makena Mwirichia  

MFI-3-0162-1/2015 

 

Recommendation  

This thesis has been submitted to the university panel with our recommendation as 

university supervisors. 

Signature ……………………………..                  Date ……………………. 

Susan Kambura 

School of Business, Kenya Methodist University 

   

Signature ……………………………..                    Date ……………………. 

Abel Moguche  

School of Business, Kenya Methodist University 

 

 

 

 



 

iii 

 

COPYRIGHT 

 

© Christine Makena Mwirichia 

The thesis belongs to Christine Makena Mwirichia. All rights patriating to this thesis are 

reserved. No part of the document may be reproduced, stored in any retrieval system or 

transmitted in any form or by any means, electronically, mechanically, by photocopying or 

otherwise, without prior written permission of the author or Kenya Methodist University, 

on that behalf.  

 

 

 

 

 

 

 

 

 

 

 

 



 

iv 

 

DEDICATION 

Dedicated to my husband Peter Nyaga and my children Mark, Michael and Martin. To my 

dear parents Justus Mwirichia and Veronica Mwirichia for the financial and moral support. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

v 

 

ACKNOWLEDGEMENT 

First, I thank Almighty God for granting me the inspiration to this discipline and 

opportunity and every resource to study the Masters of Science Degree in Finance and 

Investment. I extend my sincere gratitude to my supervisors Susan Kambura and Abel 

Moguche for their guidance and critiques without which this thesis would not have been 

possible. Thank you my Supervisors. My sincere gratitude also goes to the Kenya 

Methodist University, the school of Business and Economics and the library staff for their 

guidance in search of materials necessary to write my thesis. My special appreciation goes 

to my respondents, Micro Finance managers within Nairobi and Kilifi my data analyst Mr. 

Cosmas Swaleh and Maureen Jeruto. Also thankful to my immediate and extended family 

members who always believing in me through this academic trip.  

 

 

  



 

vi 

 

ABSTRACT 

Micro-Finance Institutions in Nairobi County have experienced intense pressure to adapt to 

new developments during the past ten years because of market rivalry, advancements in 

computer technologies, and varying employee demographics. Micro-Finance Institutions 

that do not innovate run the risk of being surpassed by rivals. The financial sector has been 

affected by globalization and technological advancement. Locally in Kenya the 

performance of MFIs has declined. The study's objective was to define the process 

innovation effects on the financial performance of microfinance institutions in Nairobi 

County, Kenya. The process innovation variables used were remote data processing, digital 

cards, point-of-sale terminals, real-time gross settlement, and their effects on the financial 

performance of MFIs.   Task-technology fit theory, diffusion of innovation theory, and 

theory of financial innovation are the theories on which the study is based. Cross-sectional 

survey research approach was em`1ployed. The current study concentrated on the head 

employees of finance, information technology, operations, and credit control from 12 MFIs 

in Nairobi County that are registered with AMFI. Stratified random sample technique was 

used. An initial sample of 44 individuals was selected using the Yamane statistical 

technique. Structured questionnaires were used to gather in-depth data. Pre-testing was 

conducted to assess validity and reliability of the data collection techniques. Version 26 of 

the SPSS was used to evaluate the data and guarantee its accuracy.  Mean and standard 

deviation were used to determine descriptive analysis, whereas model brief, ANOVA, and 

coefficients of regression were used to determine regression analysis. According to the 

correlation analysis, real-time gross settlement, digital cards, point-of-sale terminals, and 

remote data processing were all positively correlated with financial performance. The 

outcomes of the regression showed that every predictor had a favourable, significant effect 

on financial success. The research concluded that the processes of the MFI have been 

automated to improve MFIs operations. The study concludes that digital cards introduction 

in to the Microfinance institutions has attracted more retail depositors to the MFIs. Also 

the Microfinance institution offers debit cards to its customers. Further, it is concluded that 

the MFI has sufficient POS infrastructure and the MFIs have put in place security 

measures on point of sale transactions. The study concludes that the Microfinance 

institution uses Real time gross settlement to minimize risk related to high value payment 

settlements. The findings of the study endorsed that in addition to automating core 

processes, the Microfinance institutions should make it possible for the clients to open and 

operate accounts remotely. In order to ensure maximum benefits through digital cards use, 

the Microfinance institution should encourage their customers to use digital cards.
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study 

Businesses have experienced intense pressure to adapt to new developments during the 

past ten years because of market rivalry, advancements in computer technologies, and 

varying employee demographics (Nepal, 2021). Companies that do not innovate run the 

risk of being surpassed by rivals. The fiscal sector has been affected by globalization and 

technological advancement. The fiscal institutions sector is utilizing these expansions to 

enhance client service and guarantee profits on these investments. Spielman (2017) asserts 

that innovation is the continuing adoption of new practices, including the development of 

new goods and procedures from those already in use as well as the revision of institutional 

and commercial norms.  

Technology advancements have simplified the manner that organizations and financial 

institutions conduct their business (Nepal, 2021). Given the difficulties of fierce rivalry 

and quick technological development among others, it is still mainly uncertain if 

institutions are sufficiently inventive in operating their operations. Institutions cannot 

survive if they reject innovation; therefore, performance and innovation are intertwined. 

Despite the fact that the tasks carried out by business institutions have remained largely 

unchanged over the past few decades, the sector's organizational structure has undergone 

tremendous modifications. Financial process innovations in financial institutions have the 

strategic capabilities to outdo any arrangement of rivalry, making them an operational way 

for institutions to both enhance their performance and maintain their marketplace 

competitiveness (Lazo & Woldesenbet, 2006).  
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According to Macnamara (2016), process innovation is essentially an alternative 

institutions channel that enables commercial institutions to operate at a cheap cost when it 

comes to service delivery. Process innovation has seen tremendous growth among 

commercial institutions since the 1970s as a result of globalization, market competition, 

and a dynamic shift in client needs, which has improved their performance (Dawood, 

2014). Short message services (SMS), also known as SMS institutions by European 

institutions in 1999, were the source of the early generation of process innovation in the 

institutions industry (Macnamara, 2016). According to the three ideas of mobile 

accounting, mobile brokerage, and smartphone financial information services, the service 

allowed institution clients to review their account transactions (Hiyam & Boutheina, 2017). 

According to the report, creativity, adaptability, and a willingness to change are now more 

crucial for a company's success than productivity and cost-cutting. These strategies can 

speed up the expansion and growth of every economy. According to Nugroho and Saritas 

(2009), adopting innovation in processes and products has the particular advantage of 

meeting customer wants and happiness, which rural customers are unable to realize and 

cannot obtain. 

The goal of microfinance is to create financial institutions and systems of finance to lessen 

poverty by figuring out efficient ways to lend money to the less fortunate and 

underprivileged members of society (Morduch, 2000). Three distinctive characteristics 

have always set microfinance apart from rival financial organizations. Modest loans issued, 

modest savings deposits, and a lack of collateral for loans required as security are these 

differentiating traits. 
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Process innovations require giving a business's service operations new features. The 

introduction of unique or significant improvements to production or service delivery 

systems is also included in the innovation process (Kiveu et al., 2017). Financial 

performance is improved by process innovations like Pesa-link, mobile Institutions apps, 

and digital field applications that lower the cost per unit of money service delivery. 

According to Rosli and Sidek (2013), the innovations may include adjustments to tools, 

processes, or a service or production structure. Process innovations seek to increase the 

company's capability and knowledge. Adoption of process innovations lowers the cost of 

providing financial services while having no effect on the goods. Successful process 

innovation applications also reduce product costs and pricing (Kaloki, 2018).  

According to Spielman (2017), innovation is a process that involves applying new 

information or skills that may be unique to a local location in command to improve the 

creation of commodities and the delivery of services. Process origination is the adoption of 

a very new enhanced production. Procedure enhancements can be done to increase 

productivity, develop wholly new or meaningfully better products, or lower the cost per 

unit of making or distribution. Not simply new or considerably enhanced procedures, 

instruments, and software are included in process innovations; they also include ancillary 

support tasks like buying, keeping track of, computing, and maintenance. According to 

Matayo (2017), new product development concepts have resulted from organizational 

structure and procedure advancements in microfinance institutions. 

In order to process information remotely, a mix of computing and telecommunications 

methods is used (Hiyam & Boutheina, 2017). Using digital tools to offer online Institutions 
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services to customers in a more individualized way while avoiding having them visit a 

institution branch in person is known as remote data processing. By offering numerous 

improvements to the Institutions experience, remote Institutions solutions assist in bridging 

the gap between traditional branches and online Institutions. Digital cards are those that 

may be registered in a digital wallet on a suitable computer or device and are the digital or 

electronic equivalent of a physical card or debit card. Digital cards, such as debit and ATM 

cards, are connected to an institution account. 

With the help of the POS, MFI loan officers will be able to transfer transaction data from 

the field straight to the management information system of the microfinance branches 

across the nation. In many developing nations, microfinance institutions (MFIs) are crucial 

to the growth of their economies. They provide low-income communities in emerging 

nations with financing and technical assistance for company development (Njoroge, 2017). 

They provide a variety of financial products to those with low incomes in the Institutions 

system, including microloans, saving and other savings goods, remittances and payments, 

payment services, coverage, and any other economic service or product that a commercial 

institution provides not. The relevance of microfinance institutions is highlighted by the 

effect they make to each nation's economy. Process innovation benefits the organization's 

overall quality management. Santos- Vijande et al. (2022) hypothesized that process 

innovation leads to flexibility and cost efficiency in addition to improving speed and 

quality. According to the report, process innovation that results in cost reductions makes it 

possible for businesses to sell their goods at competitive pricing. On the other side, Wang 

et al. (2019) found that process improvements raise overall customer satisfaction and boost 

businesses' market shares. 
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Process innovation and MFI growth are directly related, according to Mamoghli and 

Daboussi (2010). This calls for using automated procedures for efficiency and having a 

successful and effective procedure design that would improve service delivery. According 

to Santos- Vijande et al. (2022), process innovation significantly affects an institution's 

overall quality management. The report also found that process innovation increases 

efficiency and cost-effectiveness by enhancing speed and quality.  

Globally in Pakistan as per Ssekiziyivu et al. (2017) MFIs are critical to the economy of 

country in that they improve the degree of exchanging practices the region. However, 

Ssekiziyivu et al. (2017) note that performance of MFI is undermined by the low capital 

enrichment, high pace of default rates and fierce opposition from the average banks. In 

Asia, the performance of the MFI is impacted by the institutional prerequisites (Lam et al., 

2019). This means that performance of MFIs is looked as a measure of financing many 

elements. Maybe, this can be credited to the idea of the business they work in. The 

financial sector is directed because of the way that it manages a wide population. Hence, 

MFIs are in many cases under severe functional rules to safeguard the savings (Njeru et al., 

2015). In Germany, innovation in processes was established to have a significant effect on 

cost savings, according to Wang et al. (2019). According to the report, process innovation 

that results in cost reductions helps businesses sell their goods at competitive pricing and 

grow more effectively. 

Silva and Chavez (2015) highlighted that maximum MFIs are currently seeking to 

implement new tactics in their operations, products, and markets as they become more 

innovative. The majority of private commercial institutions are now becoming MFIs in 
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many nations, including Pakistan, Nepal, Thailand, and Malaysia, while others are now 

acting as their funders (Janda et al., 2014). According to Wagner (2013), the fundamental 

goal of creating MFIs worldwide was to help reduce poverty. MFIs were regarded as 

innovative leaders in the delivery of monetary facilities to the population of low cadre 

thanks to their unique financial offerings. It gave low-income borrowers who lacked 

collateral a way to get small loans from MFIs to finance their small and medium-sized 

businesses. 

According to evidence supplied by Yin and Zhengzheng (2016). Pooja and Singh (2017) 

assert that internet institutions in India outperformed non-internet institutions in terms of 

size, performance, asset quality, administrative costs, and efficiency. In the study carried 

out in Jordan, Siam (2016) discovered that e Institutions produced a higher number of 

clients who were content with better long-term saving methods. A Digital Financial 

Environment 3.0 Initiative was established and put into action by the Taiwanese 

government in 2016 to encourage the innovation and development of financial technology 

(Wang et al., 2022). Chen et al. (2017) financial institutions in the United Kingdom have 

used institution tactical advances as a tactic to provide guidance that understands benefit in 

changing circumstances through its creation of skills and assets with the aim of sustaining 

the demands of stakeholders in the institution. The Institutions industry in Malaysia has 

been significantly affected by technological advances in information and communication 

technology (ICT). Microfinance companies in Malaysia are now competing for clients 

based on service rather than material items. Beyond the conventional limits of product 

innovativeness, service innovation entails incorporating improved service procedures 

through the design and enhancement of delivery systems (Tan et al., 2017). 
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According to Zeller and Mayer (2002), microfinance organizations in Africa were first 

exclusively funded by endowments, giver supports, and low-interest loans. They also made 

sure that the majority of the poor could use their financial services by keeping their fees as 

low as possible. The majority of microfinance in Africa is supported by donors, the 

government, and development organizations because they generate little to no profit 

(Armendariz & Morduch, 2005). 

The demand for microfinance arose in the 1990s as a result of fiscal restructurings in East 

Africa, which had as their objectives the creation of effective and efficient financial 

institutions that are sustainable, aid in the decrease of lack, and stimulate economic growth 

for the poor. Since then, the number of MFIs in East Africa has dramatically expanded. 

The demand for microfinance arose in the 1990s as a consequence of fiscal restructurings 

in East Africa, which had as their objectives the creation of effective and efficient financial 

institutions that are sustainable, aid in the decrease of poverty, and stimulate financial 

growing for the poor. Since then, the number of MFIs in East Africa has dramatically 

expanded.  

In Ghana, technology has become increasingly valuable to Ghanaian MFIs, transformed 

how MFIs provide services to their clients more effectively, improved profitability, and 

raised competitiveness, with ATMs emerging as the most cutting-edge technical 

development in Ghana and the rest of the globe (Abor, 2017). According to the study, 

process innovation in mobile and the web institutions has significantly improved the 

performance of financial institutions through bigger income, decreased operational costs, 

improved productivity, an increase in the quantity of new clients, and steady progress is 
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seen in MFIs. South Africa's microfinance industry is being gradually shaped by the 

quickly approaching arrival of new digital enterprises that are challenging the industry's 

status quo and encouraging rising levels of innovation (Kenya Bankers Association 

[KBA], 2020).  

According to Fauzel et al. (2017), modern technology usage has enhanced the financial 

health of microfinance organizations in Mauritius. Gardachew (2017) asserts that 

Ethiopian microfinance businesses have been unable to grow productively due to a weak 

introduction to technology improvements (Bayai & Ikhide, 2016). 

Regionally, In Ethiopia, MFIs are essential in that they make it workable for the poor to 

contribute in country building (Mohammed & Wobe, 2019). In any case, the monetary 

performance of the MFI is impacted by size of client’s served, low monetary limit and a 

quickly evolving climate (Mohammed & Wobe, 2019). Therefore, it is consistent with the 

internal and external culture of the MFI’s foundations and its ability to increase revenue. 

That notwithstanding, repayment of loans among MFIs in Uganda is low and subsequently 

prompting low benefit because of loss of interest paid and principal because of credit 

defaults.  

Locally in Kenya, the MFIs are controlled by the CBK under the Microfinance Act of 2006 

(Central Bank of Kenya [CBK], 2021). The Act defines what activities MFIs can engage in 

and sets the term for issuance of licenses to such financial institutions. It is important to 

note that MFIs are not strictly commercial banks but are supposed to adhere to similar 

legal requirements as those followed by commercial banks. For this reason, the day-to-day 
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operations of the microfinances ought to be in line with the requirements of Act and other 

necessities as required by the Central Bank of Kenya. 

Process innovation has made great strides in Kenya toward financial institutions' market 

penetration. In 1989, Standard Charted Institution offered the first process innovation in 

the financial sector, allowing institution clients to conduct cash withdrawals and deposits 

through Automatic Teller Machines (ATMs) without service from the institution tellers 

(Ongore & Kusa, 2013). By introducing mobile and internet Institutions in late 2009, the 

service delivery developed more in electronic institutions. Due to system changes, mobile 

Institutions enabled clients to check account balances, debits, and credits, and the response 

was immediate. The usage of mobile institutions and agency Institutions, which allows 

clients to complete all institutional transactions without visiting the institutional branches, 

is a recent process innovation (Malhotra & Singh, 2010). The Institutions mindset has 

undergone a complete transformation because to sophisticated technologies in Kenya's 

financial sector. Due to difficulties encountered inside the Institutions sector, there has 

been an increase in product, process, and market innovation. The changes that have been 

occurring are the result of quick advances in both technology and the economy. Mobile 

and internet Institutions, RTGS, cash outs and savings, web-based account opening, 

unsecured lending, trading in stocks, and insurance services are just a few of the 

contemporary technologies that have affected institutions' financial performance. 

Commercial institutions have started purchasing stock brokerage firms and Islamic 

Institutions, which is governed by Islamic (Sharia) law, among other things (CBK, 2017). 
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As a result, the microfinance sector continues to use simpler, safer, and more secure 

technologies at its cash points to lessen insecurity and inform their clients. In response to 

the COVID-19 pandemic, MFIs accelerated their digital initiatives, based on the CBK 

Microfinance Sector Innovation Study. 56% of the MFIs polled said that boosting the 

adoption and usage of numerical channels, notably mobile and internet Institutions is a key 

objective in the COVID-19 era. Fighting the COVID-19 endemic required innovations in 

digital funding. Financial technology (Fintech) has allowed for business continuity and a 

quick expansion of aid for underprivileged populations. 

1.1.1 Microfinance Institutions in Kenya  

Microfinance institutions offer fiscal amenities to low-income people and families that 

traditional institutions have declined to do (Monyi et al., 2016). They provide health 

training and instruction, as well as advice on insurance, businesses, and investments, in 

addition to financial assistance (Kaloki, 2018). It was created with the intention of 

reducing poverty, increasing economic development, and reducing unemployment 

(Wieneke, 2016). It is supervised by the Kenyan Central Institution, the Microfinance Act 

of 2006, and the Microfinance Regulation of 2008. Since MFBs use deposits from 

consumers to raise money for independent lending, they are not completely recognized as 

institutions (CBK Report, 2018). The processes, goods, and markets of the financial 

system changed along with the business environment (CBK, 2016).  

Information technology advancements have led to updated, upgraded, or new creation 

strategies as well as improved customer service and pleasure (CBK, 2017). In terms of 

creativity, dynamism, and the variety of services and items it offers, microfinance has 
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increased (CBK Report, 2019). Since 2015, the financial performance of Kenyan MFBs 

has declined. This could be explained by a decline in net income brought on by rising 

operating costs (Okiro & Ndungu, 2013). Three MFBs have exceeded the negligible core 

capital required by legislation to create a microfinance organization due to poor financial 

performance (KBA, 2020). Additionally, Choice MFB fell short of the mandated minimum 

liquidity ratio of 20%. Additionally, it has caused promotion offices and branches to close 

(CBK, 2020). 

These financial institutions have encountered poor quality assets and declining customer 

numbers. Further, they have experienced unending competition from rival financial 

institutions to the extent of being pushed to close their branches such as the case of Faulu 

MFI closing its Makutano-Meru branch, Meru town branch and Maua branch at Kenya's 

MFIs (Microfinance Institutions) play a significant role in contributing to the country's 

GDP (Gross Domestic Product). MFIs provide fiscal services to the poor population, 

including microcredit, micro savings, and micro insurance. These services enhance 

financial inclusion and promote entrepreneurship and economic growth. MFIs in Kenya 

have also been credited with reducing poverty and improving livelihoods by enabling 

access to capital for small businesses and supporting income-generating activities. 

According to a report by the Central Bank of Kenya, the contribution of MFIs to Kenya's 

GDP was estimated to be around 1.2% in 2019, highlighting their importance in the 

country's economic development. the same financial year (Otieno, 2022). 
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1.2 Statement of the Problem 

The MFIs tussle to thrive since they function in such a fiercely modest environment. This 

suggests that in order for the majority of them to remain reasonable and grow against their 

primary rivals, commercial institutions, they must develop novel techniques. Assumed that 

even net breadwinners like Safaricom have developed microcredit services, people may 

now access financial services while relaxing in their own homes, innovations have become 

quite active (World Economic Forum, 2018). 

Kenyan microfinance organizations have kept making significant expenditures in 

technological developments. For instance, KWFT microfinance reports that more than 

100,000 of its transactions—or 97 percent—take place through its mobile Institutions app 

rather than at physical locations. Now, 75% of Faulu microfinance transactions are aided 

by digital technology (CBK, 2020). Moreover, the effectiveness of microfinance 

organizations has been declining. For instance, in 2019 client deposits declined to KSh 624 

-13824 from KSh 712 billion and marketplace share for microfinance institutions and other 

small banks decreased to seventeen percent from twenty one percent. (CBK supervision 

report, 2020). The outstanding loan portfolio for all MFIs registered in Nairobi stood at 

KSh 13, billion as of the AMFI report (2021), which indicates that the financial 

performance of MFIs is on a downward trajectory and calls for further research into the 

effect of process innovation on MFI performance. 

Many researches have been carried out to understand the connection between process 

improvements and financial performance. In Pakistan, Iqbal et al. (2018) examined the 

effect of reomote data processing on quality of service and behavior intention. Yet, the 
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study's aim variable was quality of service rather than financial performance, presenting a 

contextual gap. Financial innovations in commercial institutions were the focus of studies 

by Hussein (2019), Ireri (2021) and Ngumi (2018). The study by Chelangat (2014) focused 

only on credit cards. However, very few studies reviewed have focused on process 

innovation and its effect on the financial performance of microfinance organizations. . The 

current research aimed to fill in the knowledge gaps left by these studies in the area of 

process innovations, particularly microfinance institutions (MFIs) in Kenya. An 

investigation on the effect of process innovations on financial performance in the context 

of microfinance institutions in Nairobi County, Kenya, is therefore necessary. 

1.3 General Objective of the Study 

The overall objective of this study is to establish the effect of process innovation on 

financial performance of Microfinance institutions in Nairobi County, Kenya. 

1.3.1 Specific Objectives 

i. To establish the effects of remote data processing on fiscal presentation of 

Microfinance institutions in Nairobi County, Kenya. 

ii. To evaluate the effects of digital cards on fiscal presentation of Microfinance 

institutions in Nairobi County, Kenya. 

iii. To establish the effects of point of sale terminals on fiscal performance of 

Microfinance institutions in Nairobi County, Kenya. 

iv. To evaluate the effects of real time gross settlement on fiscal performance of 

Microfinance institutions in Nairobi County, Kenya. 
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1.4 Research Hypothesis 

H01: There is no significant effect of remote data processing on financial performance of 

Microfinance institutions in Nairobi County, Kenya 

H02: There is no significant effect of digital cards on financial performance of 

Microfinance institutions in Nairobi County, Kenya 

H03: There is no significant effect of point of sale terminal on financial performance of 

Microfinance institutions in Nairobi County, Kenya 

H04: There is no significant effect of real time gross settlement on financial performance of 

Microfinance institutions in Nairobi County, Kenya 

1.5 Justification of the Study 

The results of this study would help to clarify how much emphasis microfinance 

institutions should put on creating novel channels for delivering their services in command 

to stay competitive and advance their fiscal performance. It adds to the extensive and 

continually expanding body of literature on financial process innovations. The study's 

findings would help microfinance institution managers understand how financial process 

innovation affects their organizations' performance. 

The study's results would help policymakers create supportive regulations that will address 

the changes in the financial system that would improve the MFI's financial performance. 

This study has a significant contribution to the empirical literature that academicians and 

scholars may use to enhance their future research. It also serves as a starting point for the 

critique, comparison, and debate that are essential for research professionals. 
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1.6 Limitations of the Study 

The researcher took considerate efforts in ensuring the success of the study. However, 

despite these efforts the study encountered several limitations. Accessibility to information 

was not very easy because the head of departments were not easily accessible and when 

accessed they were not willing to give out information sought. The study also used 

exclusively quantitative research methods, and therefore, its rigidity should be considered. 

Endeavours were made to limit rigidity as much as possible by the method of analysis and 

the open-ended questions schedules.  

Another limitation is that the questionnaires were administered to the heads of 

departments, rather than general employees. The research participants’ subjectivity should 

therefore also be considered. This challenge was mitigated by designing a questionnaire so 

as to capture correct responses to answer research questions exhaustively. 

1.7 Assumptions of the Study 

The study was based on the supposition that the study participants have basic 

understanding of process innovations in the financial institutions. The study assumed that 

remote data processing, digital cards, point-of-sale terminals, and real-time gross 

settlement has an effect on financial performance of MFIs. 

The study presumed that the study participants would provide relevant true and accurate 

information that would contribute towards developing and producing reliable and objective 

results and conclusions. 
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1.8 Scope of the Study 

The education's possibility was restricted to examining how process innovations affect 

MFIs' financial performance in Nairobi County. The 12 microfinance institutions in 

Nairobi County that are registered with the Association of Microfinance Institutions were 

the study's geographic focus. The financial process innovation constructs considered in the 

study include point-of-sale terminals, real-time gross settlement, remote data processing, 

digital payment cards, and point-of-sale terminals. The financial performance for a 4-year 

period beginning from 2019 to 2022 was used so that to better understand current 

performance of the MFIs. This information was got from the audited report of the MFIS. 

The study took 3 months to complete. 
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1.7 Operational Definition of Terms 

Back office automation means switching over to automated systems that link activities 

and using logic of enterprise to decide on matters traditionally 

reserved for humans (Chelangat, 2014). 

Digital card                   is a digital or electronic debit card that can be stored in a digital 

wallet on a computer or other compatible device (World 

Economic Forum, 2018). 

Financial performance is a metric that quantifies how effectively a microfinance 

institution uses its resources and makes money (Ireri, 2020). 

Point of sale terminal is system hardware in nature used to process plastic card payments 

at sporadic installations (Bayai & Ikhide, 2016). 

Real time gross settlement (RTGS) is a real-time, automated method of transferring 

money between institutions (Muhoro & Mungai, 2020). 

Remote data processing is a method for processing information remotely that combines 

computing and telecommunications methods (Bayai & Ikhide, 

2016). 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

The crucial topics that make up the study's backdrop are covered in this section. The 

theoretical literature, conceptual framework, review of the variables, criticism of the body 

of prior research, and research gaps are all presented in a methodical order. 

2.2 Theoretical Framework 

The study is anchored on theory of financial innovation, diffusion of innovation theory and 

task-technology fit theory. 

2.2.1 Financial Innovation Theory  

 

Financial innovation theory was propounded by Silber in 1983 and the theory holds that 

the growth of financial foundations is the primary driver of financial inclusion (Sekhar, 

2018). According to the notion, financial innovations are new approaches or established 

methods that have been made available to increase organizations' liquidity and attract more 

applicants because of their credentials in the scenario. Financial innovation therefore plays 

a significant role in the financial system's operation, improving its financial literacy and 

competitive advantage because of recent and on-going changes. 

The theory defined financial innovations as advancements made by developing new 

technological solutions that improve return rates and competitive edge, thereby fostering 

the growth of financial entities through better resource allocation, increased efficiency, and 

a decrease in financial and administrative costs (Radcliffe & Voorhies, 2012). This idea is 

essential to the study's efforts to define and catalogue the technical advancements and 

innovations in financial process possibilities available for institutions sector service via 
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digital service's products and delivery platforms. This theory also applies in my study since 

all the variables Remote data processing, Digital cards, Point of sale and Real time gross 

settlement are innovations that have been adopted by the Micro finance Institutions. 

2.2.2 Diffusion of Innovations Theory  

 

The diffusion of innovations theory, which E. M. Rodgers first proposed in 1962, explains 

how new concepts, behaviors, technologies, or products spread gradually among a 

community as opposed to all at once.  By using market channels or just an organization, 

the theory attempted to clarify how economic breakthroughs and concepts propagate 

among society's populations (Rogers, 1995). Innovations spread from one individual or 

group to another through a process called diffusion. Because of this, people frequently 

adopt new concepts in a bid to make good decisions. 

Innovations are essential to achieving development and sustainability, thus businesses 

should adopt them to improve their financial performance. The network effect and 

technical advancement allow new financial innovations to spread to rival businesses (Tidd 

& Thuriaux‐Alemán, 2016). The idea is that a technology improvement or a new product 

spreads over time rather than being welcomed by all people and businesses at once. After 

the product's launch, it is promoted in a determination to advance marketplace portion. 

Later, more people then businesses adopt the technology in turn. The adoption of 

innovation increases when a product's network effect increases, and the number of 

competing products in an industry decreases. This would result in lower costs, greater 

profitability, and so better financial performance. The adoption of digital cards by 
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institution customers can be explained by the diffusion of innovation theory since its 

achievement or survival affects the financial performance of Micro Finance Institutions.  

2.2.3 Task-Technology Fit Theory 

 

Task-technology fit model was developed by Goodhue and Thompson (1995). The theory 

discusses how technology's capabilities are matched to the requirements of a profession, or 

how IT supports work (Goodhue & Thompson, 1995). According to the thesis, there are 

four main concepts that regulate how people utilize ICT: The model postulates that users 

will only accept information technology provided the required features are available to 

them and suit their needs. The management of MFIs must respond rationally in this 

circumstance and choose IT tools and working procedures that will enable them to 

complete the assignment successfully with the least amount of expense and the largest 

amount of net advantages. Because remote data processing ensures information transfer 

from the field to the information system of the Micro Finance Institution, the productivity 

and efficiency of the banking industry are considerably boosted. 

2.3 Empirical Review 

These unit appraisals the existing empirical studies on procedure novelties and financial 

presentation of microfinance institutions. 

2.3.1 Remote Data Processing and Financial Performance 

Using digital tools to offer online banking services to customers in a more individualized 

way while avoiding having them visit a bank branch in person is known as remote data 

processing. By offering numerous improvements to the banking experience, remote 

banking solutions assist in bridging the gap between traditional branches and online 
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banking. The effect of mobile banking on the fiscal presentation of Kenyan commercial 

banks was the subject of a study by (Mohamed, 2019). The study used methods for 

descriptive research. The study's target population consists of senior staff from the 43 

commercial banks that have been granted licenses by the Central Bank of Kenya. 

Standardized questionnaires that were personally administered and simple random 

sampling were employed to gather primary data. Data analysis was done with the aid of 

SPSS Version 22.0. According to the survey, remote banking services have a big impact on 

how well banks execute. In order to examine the impact of electronic payment technology 

on several areas of bank performance, Mustapha (2018) did a study. According to 

Mustapha (2018), the performance of the banks was negatively correlated with the use of 

the ATM, which is one of the most widely utilized electronic payment technologies in 

Nigeria. The negative association was linked to the expenses involved in purchasing and 

running the ATM sites, as well as the costs related to mounting ATM machines physically. 

Compared to other channels used for the provision of cash services, the costs related to 

ATM operations are significant. This has a detrimental effect on various elements of bank 

performance. 

In the Kenyan counties of Nairobi and Kiambu, Oyugi (2017) performed stidies on the 

impact of automatic facilities on the presentation of SASRA approved Saccos. 45 Saccos 

in the counties of Nairobi and Kiambu were sampled for the study. The results of the 

survey demonstrated that the popular of Saccos use the internet, with ATMs serving as the 

primary service. The study found a strong correlation between digital banking and Kenyan 

Saccos' financial success. Wanjiku (2020) study on skill novelty and monetary presence by 

profitable banks in Nairobi. A descriptive research design and a positivist ideology 
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adopted. The 42 commercial banks that were permitted to operate in Nairobi County, 

Kenya, in 2016 were the investigation's target population. The sample size was established 

using a targeted sampling strategy. In this analysis, both primary and secondary data were 

employed. Respondents who were chosen at random were given questionnaires. The 

inquiry made use of a multiple regression classic. The study's conclusions indicate that 

internet banking and other distant data processing methods have an effect on financial 

inclusion. Studies have been done on how different electronic money transfer technologies 

are used in Kenya and how they affect the financial institutions' business net worth, 

profitability, and liquidity. This study focused on Sumac DTM because it is a financial 

institution. The main methods used to gather the data were questionnaires and secondary 

data. The numerous respondents—important members of the study's subject institution—

received questionnaires that contained both closed- and open-ended inquiries. The data was 

analyzed and shown using tables, pie charts, and graphs. The study also identified a 

number of advantages of utilizing EMT services, such as efficiency, profitability, and 

convenience. Security problems, particularly those involving money laundering and 

identity theft, were discovered to be the biggest obstacle. Based on these conclusions, To 

prevent consumers from losing their hard-earned cash as well as government agencies from 

losing income through illicit activities, which might have greater detrimental repercussions 

on economic growth, such as rising inflation, it was argued that EMT schemes need 

additional regulation and control. A more rigid regulatory framework would help to 

oversee a successful, open and efficient EMT structure, promoting a stable financial 

environment. Due to time restrictions, it was also suggested that each EMT service be 
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thoroughly examined because they are all extremely complete and individually tailored to 

meet the requirements of the organization (Wangui & Nzuki 2021). 

In the Kenyan regions of Nairobi and Kiambu, Oyugi (2017) performed study on the effect 

of computerized services on the functioning of SASRA licensed Saccos. 45 Saccos in the 

regions of Nairobi and Kiambu were sampled for the study. The results of the survey 

demonstrated that the majority of Saccos use the World Wide Web, with ATMs serving as 

the primary service. The research established a strong association between digital 

institutions and Kenyan Saccos' financial success. 

Studies on technical invention and financial presence by commercial institutions in Nairobi 

(Wanjiku, 2020). The 42 registered commercial institutions that were active in Nairobi 

County, Kenya in 2016 were all included in the target demographic for this inquiry. The 

sample size was established using a purposeful sampling strategy. In this study, primary 

and secondary data were also utilized. Respondents were chosen at random and given 

questionnaires. In this investigation, a multiple regression model was used. The study's 

findings suggested that online services and other forms of remote data processing have an 

effect on financial inclusion. 

Study on the effects of mobile institutions on Nairobi-based microfinance institutions' 

transaction costs. The research method was experimental. The Association of Microfinance 

Institutions of Kenya (AMFI) members were used as the sample. To prevent associates like 

CIC, an insurance business and a corporate member, the replies were limited to members 

who engage in micro lending and related services. 15 microfinance institutions (MFIs) 

were haphazardly chosen after the sampling frame was created. Primarily qualitative main 
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statistics was collected using organized questionnaires. The website mixmarket.org, which 

gathers financial information from microfinance institutions worldwide, was used to 

acquire secondary data. The findings showed that many MFIs experienced greater 

transaction volumes because of the adoption of mobile Institutions; nevertheless, average 

MFIs did not notice any appreciable reduction in transaction costs. The study's findings 

suggest that, in order to considerably lower transaction costs, a coordinated effort in terms 

of business process analysis must be made prior to the implementation of mobile 

Institutions in MFIs (Kigen 2011). 

The utilization of institutional credit and other financial services has a substantial potential 

to reduce poverty in Kenya. 18 million individuals, or 60% of the population, are poor and 

mostly ineligible for informal financial services. Agreeing to the National Micro and Small 

Enterprise Baseline Survey conducted in 1999; there are approximately 1.3 million SMEs 

in the nation. These businesses collectively employ about 2.3 million people, or 20% of the 

work dynamism, and they contribute 18% of the country's overall GDP and 25% of the 

GDP derived from non-agricultural sources. Only 10.4% of SMEs have access to credit or 

other types of funding, which is a considerable contribution despite this (Louis et al., 

2013). 

Over the years, Kenya's official banking industry has viewed the informal sector as 

hazardous and not economically viable. The aim of the reading was to regulate how 

microfinance services exaggerated the financial success of SMEs in Kenya. The study's 

methodology included a survey. All SMEs in Nairobi were the study's sample. The study 

used a 50-business-size interval and a systematic random sample design. 47 SMEs made 
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up the sample size. Secondary and primary data were used by the researcher. Structured 

questionnaires and semi-structures were used to obtain primary data. Descriptive and 

inferential statistics were used to analyze quantitative data (Mbugua, 2010). 

According to the study, all SMEs borrow share capital and use it for the proposed drive; 

the majority of them has no other sources of funding besides microfinance institutions and 

had no other sources of funding prior to receiving financing from these institutions. The 

research draws the conclusion that SMEs provided savings, loan, and training services to 

SMEs based on its findings. The majority of the time, SMEs borrows investment capital 

and applies the loan(s) for the intended purpose. According to the survey, microfinance 

institutions are the only source of funding for the majority of SMEs. The study's end 

findings indicate that microfinance services improve the financial performance of SMEs in 

Kenya because ROA grew with each subsequent loan. Conferring to the study's findings, 

the MFIS should give borrowers training in entrepreneurial skills to improve their 

competency in order to increase the effect of microfinance services on the financial 

performance of SMEs in Kenya. Before giving money to the business owners, MFIs should 

take into account the performance of the company (Mbugua, 2010). 

2.3.2 Digital Cards and Financial Performance 

Digital cards are those that may be registered in a digital wallet on a suitable computer or 

device and are the digital or electronic equivalent of a physical card or debit card. Digital 

cards, such as debit and ATM cards, are connected to a bank account. In Nigerian 

commercial banks, The use of ATMs and debit cards, as shown by the cost-to-income ratio 

and asset management rate, boosted cost efficiency. Using secondary data from a sample 

of 22 commercial banks, their research provided recommendations for commercial banks 
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to keep using ATMs and debit cards to increase overall efficiency. It would be imperative 

to do a similar study on ATMs and debit cards in a different setting given that the research 

was conducted in Nigeria. Due to the conflicting findings about the effect of ATMs and 

debit cards on institutional performance, this study was conducted for comparison 

purposes. 

Chelangata et al. (2022) looked analyzed the effect of credit and debit cards on the 

financial performance of Kenya's commercial banks in 2022. Cross-sectional descriptive 

research was used in this study. 42 commercial banks that were granted licenses by the 

Kenyan Central Bank between 2011 and 2020 completed up the education's sample. For a 

ten-year period between 2011 and 2020, the study examined secondary data collected from 

the annual financial reports of the 42 banks. A panel model and descriptive statistics were 

used to analyze the data. The findings show that, at a 5% level of significance, the use of a 

debit card at an ATM was positively significant in relation to ROA.  

In Kakamega County, Wanyonyi (2021) looked into digital financial services and 

SACCOs' financial performance. Staff from the three SACCOs operating in Kakamega 

County made up the study's target group. 162 employees of the SACCOs participated in 

this survey. 49 respondents were included in the sample, which represents 30% of the 

target market and will be distributed equally among the three SACCOs. Using a self-

administered semi-structured questionnaire, the main data was gathered. Using SPSS, the 

collected data was examined using descriptive and inferential statistics. Tables, 

frequencies, percentages, averages, and standard deviation were used to display the 
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findings. The findings discovered that the use of digital credit cards had a substantial 

impact on the SACCOs' financial performance. 

Financial inclusion, or giving the 2 billion unbanked individuals in the world admittance to 

and active use of cheap financial goods, can promote individual wealth, lessen poverty, and 

boost economic growth. In order to service these people, digital technologies like cell 

phones, cloud computing, data analytics, and block chains are one of the main accelerators 

of monetary inclusion. In this paper, the role of innovative monetary technology (Fintech) 

businesses serving the under banked and unbanked was investigated in relation to financial 

inclusion. I found crucial elements that affect these Fintech businesses' success as 

evaluated by financial performance and monetary inclusion, supported by theories of 

strategic management (Ondeyo, 2018). 

Multi-variate regression and binomial legit models were used to evaluate primary data on 

63 Fintech firms from Southeast Asia, India, and Africa in order to quantify the underlying 

effects of these characteristics. The results showed a strong and favorable correlation 

between financial inclusion, the level of client centricity in the company's commercial 

prototypical and planned alliances with monetary institutes and e-commerce businesses. 

Four Fintech companies were selected from the data sample for a qualitative research, 

which highlighted the significance of other influences such as scalability, prior startup 

knowledge, and the type of product sold (push vs. pull) for the success of the startups.  

These findings can be used to inform future observed studies. By offering a quantitative, 

data-driven methodology, the learning has direct practical applicability for VC companies 

and investors that assess new technology initiatives in economic addition. Finally, the 
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findings show the need for a combination of measurable and qualitative insights to advance 

research on the crucial function that Fintech startups provide in promoting financial 

addition in emerging states (Wangui & Nzuki, 2021). 

Designing, creating, and implementing novel financial tools and procedures as well as 

coming up with original solutions to financial issues are all examples of innovation. In this 

study, the impact of novelty on the financial performance of MFIs in Kenya was to be 

determined. Determine the impact of product and process changes on the financial 

performance of MFIs was one of the study's more explicit goals. The market has always 

been highly tense due to the dynamism brought on by technology. Data collection utilized 

descriptive data design. 14 MFIs were the population of interest, and unstructured 

questionnaires were used for the interviews. The comparative significance of each of the 

four variables on the performance of the MFIs in Kenya was also determined using a 

multiple regression model. According to the study, process and product innovation were 

beneficial to financial performance. According to the report, laws should be created to 

govern the actions of microfinance institutions in order to guarantee ongoing product 

innovation and process innovation improvements to increase operational efficiency and 

effectiveness (Imalingat, 2015).  

Investments in IT have a mixed, not necessarily favorable, effect on the banking industry. 

The implementation of an e-banking strategy by a DTMFI may have an effect on a 

company depending on whether it is software- or hardware-based, in-house or outsourced. 

This education's key objective was to determine how electronic banking affected Kenya's 

DTMFIs' financial performance. The study investigated how the usage of personal 
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computers, mobile banking, and automated teller machines affects the financial efficiency 

of DTMFIs in Kenya. The study made the assumption that the data would be analyzed 

using inferential statistics and a descriptive design (Kimotho  & Muturi, 2019). 

The population of the study consisted of thirteen DTMFIs that were officially registered in 

Kenya as of August 2016. Employees of these DTMFIs were given questionnaires to 

complete in order to collect the essential data. A linear regression model was employed to 

examine the data, together with descriptive and inferential statistics like mean and 

frequencies. According to the report, deposit-taking microfinance institutions have started 

using e-banking technology, and there is a link between electric banking and DTMFI 

financial performance in Kenya.  

As determined by performance indicators including Management efficiency mean, capital 

sufficiency, profitability, liquidity management, asset quality, and market share of DTMFI, 

the study concludes that investments in ICT and internet banking contribute to explain 

DTMF success (Jha, 2017). Because the number of people who own mobile devices is 

rapidly increasing, the study suggests that DTMFIs in Kenya use mobile banking in their 

operations. Furthermore, the use of mobile phones in conjunction with deposit-taking 

microfinance banks in Kenya has changed how these businesses run (Kimotho & Muturi, 

2019). 

2.3.3 Point of Sale Terminal and Financial Performance 

A point-of-sale (POS) station is a piece of hardware that accepts card payments in retail 

settings. MFI loan officers will be able to upload transaction data directly from the field to 

the management information system of the microfinance branches across the country with 
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the aid of the POS. Le and Ngo (2020) assessed the variables influencing bank profitability 

in 23 countries between the years of 2002 and 2016.  

Payment System Statistics provided information on banking technology, and Monetary 

Progress and Physical dataset, Financial Soundness Indicators (International Monetary 

Fund, 2018) and World Development Indicators (World Bank, 2017) provided data on 

bank performance and other factors. The study established that growing the number of 

bank cards issued, ATMs, and point-of-sale strategies can boost a bank's success. 

Okello (2016) did study on the financial performance and electronic retail payment 

services of Kenya's commercial banks. The forty-three commercial banks served as the 

study's target audience from 2011 to 2015, a five-year span. The inquiry made the most of 

the secondary data of the banks that were registered with the Central Bank of Kenya. The 

data included the amount of transactions made during a certain time period via ATMs, 

bank agents, and mobile banking, as well as the return on assets for commercial banks. The 

findings demonstrated that the adoption and use of electronic retail payment services have 

improved the performance of the banking industry by ensuring that productivity and 

efficiency are greatly raised.  

The investigation employed a descriptive survey research design. 31 reputable 

microfinance firms that operate in Kiambu County made up the target population. The 155 

respondents in the unit of analysis were the risk and compliance supervisor, the manager of 

finance, the manager of operations, the lending manager, and the company development 

manager from each microfinance organization.  
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Every registered microfinance institution participated in the survey using a census 

technique. 5 point Likert scale questionnaires were used to collect both main and 

secondary data for the study, and a secondary data collection form was used to collect 

secondary data. Statistics that can be applied to both description and inference. 31 

reputable microfinance firms that operate in Kiambu County made up the target 

population.  

The 155 participants in the unit of observation were the safety and regulatory manager, the 

manager of finance, the manager of operations, the acclaim director, and the commercial 

growth manager from each microfinance organization. Every registered microfinance 

organization participated in the survey using a census technique. 5 point Likert scale 

surveys were used to collect both main and secondary data for the study, and a secondary 

data collection form was used to gather minor data. To examine the gathered data, 

descriptive and inferential statistics were both employed. The findings imply that when the 

beta value of every sovereign variable is increased by one unit, the financial performance 

of the microfinance institutions also rises.  

The results support the conclusion that the methods used to manage market, operational, 

credit, and liquidity risks have a positive and important impact on the financial 

presentation of microfinance institutions in Kiambu County. In order to increase financial 

performance to a significant and positive level, the study offered organization of the 

microfinance institutions recommendations on how to enhance their performs in 

controlling wateriness risk, operational risk, acclaim risk, and market risk (Masavu, 2022). 
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2.3.4 Real Time Gross Settlement and Financial Performance 

Real-time order-by-order settlement of funds without netting is known as real-time gross 

settlement (RTGS). Muhoro and Mungai (2018) looked into how Real Time Gross 

Settlement affected Kenyan banks' financial performance. A census study was conducted 

on all Kenyan banks that were subject to CBK regulation. According to the study, ROA is 

significantly affected by RTGS at 0.022, and ROA is increased by 0.7985% for every 1% 

increase in RTGS volume. 

Studies on the impression of process innovation techniques on the performance of tier one 

commercial banks in Kenya were conducted in 2021 by Peter, Munga, and Nzili. A 

expressive survey study design was used for the investigation. 494 senior, middle, and 

lower management staff from the eight Tier One Commercial Banks made up the target 

group. Using the stratified accidental sampling technique, a sample size of 221 was 

obtained. Structured questionnaires that were given to the administration players of the top 

commercial banks in Nairobi were used to gather primary data. On the other side, 

secondary data was gathered during a five-year period, from 2014 to 2019, from published 

financial statements and periodicals. The study discovered that increased queueing, 

electronic funds transfers, and the quantity and dispersion of ATMs had significantly 

improved the banks' financial performance. 

Makokha et al. (2016) carried out studies on the real-time gross settlement and earnings of 

Kenya's public universities. The study employed a descriptive survey methodology. The 

sample consisted of 11 workers from three distinct functional domains. Questionnaires 

were utilized as study instruments, and data analysis methods included regression and 

descriptive statistics. The study's findings, RTGS had an identical impact on public 



 

33 

 

universities' financial performance across the board. Additionally, a significant positive 

connection (0.690) between the transfer fee and the lengthening of the funds transfer 

duration was found. In this section, microfinance institutions are examined. 

There has been a significant change in the banking industry. Information technology 

innovation has been the primary force behind this transformation. Real Time Gross 

Settlement (RTGS) is a real-time, automated way of transferring funds between banks. The 

issue is that it's still not obvious whether real-time gross settlement innovation (pesalink) 

will have a substantial impact on the financial performance of Kenya's commercial banks. 

The goal of the study was to determine how, in this situation, RTGS impacted the financial 

performance of Kenyan banks. 

The goal of the study was to ascertain whether there was a correlation between real-time 

gross settlement, which was based on the proportion of service adoption and transactions, 

and financial performance as assessed by return on assets (ROA). The hypothesis that real-

time gross settlement has no effect on Kenyan commercial banks' financial performance 

was developed. All Kenyan banks that were governed by the CBK underwent a census 

study. 43 thriving Kenyan banks provided secondary data for the study. In the study, 

descriptive and inferential statistics were also used. The diagnostic techniques included 

heteroscedasticity and normalcy tests.  

The records were organized and organized using SPSS to provide tables of descriptive 

statistics. The study found that RTGS has a substantial impact on ROA at 0.022 and that 

for every 1% increase in RTGS volume, ROA increases by 0.7985%. The more 

transactions that there are, the more money the RTGS platform makes. The study's findings 
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suggest that commercial banks should implement RTGS to boost profitability while also 

modernizing their internet and mobile banking platforms to boost customer loyalty and 

satisfaction (Mot, 2012). 

Accounting practices and reporting of finances in Ugandan microfinance organizations. 

The study's three main objectives were to first identify the accounting methods used by 

microfinance institutions, then to identify the measures used in financial reporting in such 

institutions, and finally to assess the influence of computerized accounting systems on 

financial reporting in such institutions. According to the methodology, information was 

gathered once from a range of respondents using a cross-sectional survey design. 

Qualitative and quantitative methodologies were used in the data gathering and analysis. 

The managers and accountants from MAMIDECOT made up the study population. 

Questionnaires and interviews were used as the data gathering tools. The results showed 

that decision-making bookkeeping systems, computerized accounting systems, record 

bookkeeping systems, and industry-specific accounting systems are the accounting systems 

employed in MAMIDECOT. After reading the data and integrating it, the results are 

received, and the balance method is decided. The items from the financial statement are 

then acquired. The advantages of a computerized accounting system for MAMIDECOT's 

financial reporting include, but are not limited to, faster completion of common financial 

transactions, opportune transfer of monetary intelligences to highest bosses, and ease of 

quick analysis of financial reports. To reduce the likelihood of a complete loss in the event 

of virus attacks, the researcher advised firms using computerized accounting systems to 

create backups of all of their processes. 
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2.3.5 Financial Performance 

The Central Bank of Kenya (CBK), which oversees microfinance institutions in Kenya, 

has strict reporting and regulatory requirements. Microfinance institutions' financial 

performance in Kenya can vary based on a numeral of variables, comprising the size of the 

institution, its business strategy, its target market, the quality of its loan portfolio, 

operational effectiveness, and general economic conditions. In general, microfinance 

institutions work to serve underserved groups of people, such as low-income people, 

microbusinesses, and small businesses.  

Their objectives often include promoting financial inclusion, poverty reduction, and 

economic empowerment. To assess the monetary presentation of microfinance 

organizations, key indicators to consider include:  Profitability which events the ability of 

the microfinance institution to generate profits from its operations (Ngumo et al., 2020).   

Asset quality is the quality of the microfinance institutions loan portfolio and its ability to 

manage credit risk effectively. The key indicators to evaluate asset quality include non-

performing loans (NPLs) ratio, loan loss provision ratio, and portfolio-at-risk (PAR) ratio. 

The liquidity position of a microfinance institution indicates its ability to encounter its 

temporary duties. It is important for the institutions to maintain sufficient liquid assets to 

fund withdrawals and disbursements. Liquidness ratios, such as the credit-to-payment ratio 

and cash reserve ratio, are used to evaluate this aspect. Microfinance institutions are 

required to maintain adequate capital to absorb losses and support their business 

operations. Capital adequacy ratios and tier 1 capital ratio, assess the institution's capital 

position in relation to its risk-weighted assets. It is worth noting that financial performance 
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can vary significantly among different microfinance institutions in Kenya, as they differ in 

size, business strategies, geographic focus, and clientele (Kahihu, 2021).  

Smooth and efficient transaction processing is critical for microfinance institutions. This 

involves timely processing of deposits, withdrawals, loan disbursements, and repayments. 

Automating processes, leveraging technology, and streamlining workflows can help 

enhance transaction processing efficiency and reduce operational costs. Microfinance 

institutions often focus on providing loans to individuals and small businesses. Efficient 

loan processing, including quick evaluation of loan applications, timely approval, and 

disbursement, is essential for customer satisfaction and maintaining a healthy loan 

portfolio. Automating loan processing processes and implementing effective risk 

management practices can contribute to service efficiency and financial performance. 

Embracing technology plays a crucial role in improving service efficiency in microfinance 

institutions. Implementing robust and secure loaning systems, digital channels for 

transactions, online loaning platforms, and mobile Institutions applications can enhance 

accessibility, convenience, and efficiency for customers. Additionally, digitizing back-

office functions can help streamline operations and reduce manual errors by streamlining 

processes, reducing manual intervention, and leveraging technology, microfinance 

institutions can improve operational efficiency and reduce costs associated with customer 

service, transaction processing, and administration. A well-trained and skilled workforce is 

essential for providing efficient services. Microfinance institutions should invest in 

continuous training and development programs to enhance employees' knowledge, skills, 

and capabilities. This helps ensure efficient service delivery and customer satisfaction. 

Efficient service delivery not only contributes to customer satisfaction but also improves 
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the operational performance of microfinance institutions. It can positively affect financial 

performance by reducing costs, increasing customer retention, attracting new customers, 

and enhancing the overall reputation of the institution (Nurfadilah et al., 2018). 

Operational costs in microfinance institutions in Kenya consist of various expenses 

incurred in running the daily operations of the institution. These costs affect the overall 

monetary performance of the institutions. Some of the common operational costs in 

microfinance institutions in Kenya: Personnel Expenses which includes staff salaries, 

benefits, training costs, and payroll taxes. Microfinance institutions require a workforce to 

handle various operations, customer service, loan processing, credit assessment, risk 

management, and administrative tasks. Rent and Utilities microfinance institutions need 

physical offices to operate, and thus incur costs related to rent, utilities (electricity, water, 

and internet), maintenance, and other facilities expenses. Microfinance institutions invest 

in technology infrastructure, including hardware, software, servers, network systems, and 

cyber security, to support their operations and provide efficient Institutions services to 

customers. Operational costs encompass equipment maintenance, system upgrades, 

licensing fees, and data security measures. Microfinance institutions require reliable 

communication channels to interact with customers and stakeholders. These expenses may 

include telephone lines, internet connections, mobile devices, and communication service 

providers. Microfinance institutions allocate funds for marketing and advertising activities 

to attract new customers, promote their services, and establish their brand in the market. 

These expenses encompass advertising campaigns, digital marketing, print materials, and 

communication channels (Cuéllar-Fernández et al., 2016). 
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Microfinance institutions must adhere to regulatory requirements, reporting standards, and 

compliance measures set by the Central Institution of Kenya. This involves costs 

associated with compliance monitoring, audit fees, regulatory filings, and legal expenses. 

This category covers various day-to-day operational costs, such as office supplies, 

stationery, insurance premiums, professional fees, transportation, and other administrative 

expenses required for smooth operations. Managing operational costs effectively is crucial 

for microfinance institutions to achieve profitability and financial sustainability. Cost 

optimization strategies, such as process automation, technology adoption, efficient 

resource allocation, and operational streamlining, can help microfinance institutions 

minimize unnecessary expenses and enhance overall financial performance. It's important 

to note that specific operational costs may vary among different microfinance institutions 

based on their size, scope, business model, and operational scale (Remer & Kattilakoski, 

2021). 

Return on assets (ROA) is a financial performance ratio that measures the profitability of a 

business in relation to its total assets. In the context of microfinance institutions in Kenya, 

ROA indicates the effectiveness of utilizing assets to generate profits. To calculate ROA, 

its average total assets divide the net income of the microfinance institution over a specific 

period. Here's the formula: ROA = (Net Income / Average Total Assets) x 100 

The resulting ratio is expressed as a percentage, representing the success of the institution 

comparative to its advantage base. A higher ROA indicates better profitability in relation 

to the size of the assets, whereas a lower ROA suggests lower profitability or inefficient 

asset utilization. It's important to note that the ROA can vary across microfinance 
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institutions based on factors such as business strategies, risk management practices, 

operational efficiency, interest rate spreads, loan portfolio quality, and overall economic 

conditions. Additionally, the size and scale of the microfinance institution can also affect 

the ROA, as larger institutions may benefit from economies of scale. To obtain specific 

and accurate information about the ROA of microfinance institutions in Kenya, it is 

advisable to refer to the published financial statements, annual reports, or consult industry 

reports and expert analysis on the subject. These sources will provide the most up-to-date 

and comprehensive information regarding the monetary presentation of microfinance 

organizations in Kenya, including their ROA (Afolabi, 2016). 

2.4 Research Gaps and Summary of the Literature 

A study by Mugo (2016) found that MFI institutional innovation may be demonstrated in 

branch networking, businesses, monetary trainings, mobile institutions, and initial new 

branches. The expansion of the company is also seen as benefiting from this innovation. 

The study's weakness is that institutional novelty has not been associated with 

performance; rather, it has been associated with business growing. 

Few studies particularly examined strategic process innovation and how it influences the 

growth of commercial institutions, despite the fact that strategic innovation in commercial 

institutions has received the majority of attention in the relevant past literature reviews. 

Hanif and Asgher (2018) focused their study on the performance of service process 

innovation and service innovation in Pakistani financial services. They found that multi-

dimensional service innovation had a significant effect on service innovation performance. 

However, the scope of the study was Institutions services in Pakistani, which is different 
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from Kenya commercial institutions. Further, the study context was service process 

innovation and not strategic process innovation.  

The evaluation and analysis of the local studies showed that the institution's ability to 

innovate helped it to stay effective and competitive in the Institutions sector. It was noticed 

that process innovation might be applied in a variety of ways. Process innovation was 

found to affect the institution's performance. It has been proven that cost reductions result 

from process innovation. 

The diffusion of innovation theory set out to explain how financial inventions and ideas 

spread among society's populations via market, non-market, or even just organizational 

channels. It was mentioned that innovations play a significant role in achieving 

development and sustainability, thus businesses should use them to improve their financial 

performance. 

Mobile, agency, electronic, outlets, and internet Institutions were shown to be positively 

associated with financial inclusion by commercial institutions in Nairobi, according to 

Wanjiku (2020), that focused on technological innovation. Wanjiku (2020) study was, 

however, constrained in its breadth because it concentrated on technological innovation 

rather than innovation in processes, which is the subject of the present study. 
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2.5 Conceptual Framework 

Conceptual framework is a logical instrument used to develop an understanding of a 

study's context and to guide the research process.  

 

Figure 2.1 

Conceptual Framework 

Independent Variables                                                           Dependent Variable 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

The methods used to collect, evaluate, and present the data are covered in this chapter. The 

study's design, target population, sample size, and sampling procedures, as well as the 

methodologies and tools used for data collecting, the pilot study, and information analysis, 

are all discussed in great detail. 

3.2 Research Design 

The study used cross-sectional survey research. In order to make predictions about the 

likelihood that the phenomenon under research would occur, a large population was 

sampled at one point in time in this study using descriptive cross-sectional approaches. 

Studies that aim to gather data from the same company or from several firms over a 

specific time period should use a cross sectional design. Comparisons of different variables 

from multiple companies are useful. On the other hand, studies that employ a descriptive 

approach to data collection ask participants to define a condition as it is by sharing their 

opinions and acuities (Kothari, 2014).  

The cross-sectional descriptive approach was acceptable because this study encompassed 

various firms and attempted to gather data by evaluating the opinions of the respondents 

(Mugenda & Mugenda, 2012). It should be noted that the design can be utilized to reveal 

or explain the present situation of any number of variables at a specific time. The study 

aimed to provide answers to the five pertinent research-related questions of what, who, 

when, where, and how. Arungai (2016) utilized a descriptive cross-sectional survey 
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approach to examine the effects of novelty in processes on the financial presentation of 

MFIs in Nairobi County, Kenya. 

3.3 Place of study 

The study was steered in Nairobi County since its where all MFIs had their headquarters. 

Nairobi County hosts a huge population of people who are actively engaged in vibrant 

economic activities. Therefore, microfinance institutions are able to operate and sell their 

products to potentially high number of customers. Apart from that, the regulation by 

central bank of Kenya has been dictated with tough banking regulations that require high 

amounts of deposits maintained at all times (CBK, 2021). Further, the MFIs have also 

encountered stiff competition from other financial institutions like digital lenders, 

mainstream commercial banks and Saccos (Odero & Mutswenje, 2021). The competition is 

mainly based on huge amounts and customized loans with lower rates offered dependent 

on how fast the loan is repaid.  

3.4 Target Population 

A substantial collection of people, things, or events that share certain qualities and adhere 

to a specified specification is known as a target audience (Creswell, 2016). According to a 

study from the Association of Microfinance Institutions from 2022, Nairobi has 12 

accredited microfinance institutions. The current study focused on the heads of 

departments from the 12 MFIs in Nairobi County’s finance, operations, and credit control 

divisions and ICT departments. 
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3.5 Sample Size and Sampling Technique 

The research adopted the Yamane statistical formula. 

n=
𝑁

1+𝑁(𝑎)²
      =

48

1+48(0.05)²
 = 44 

Where;   

Stratified sampling, in accordance with Bell and Bryman (2016) ensures that the 

breakdown of the final collection on the basis of the categorized criterion is the same as 

that of the population. Furthermore, stratified sampling is an appropriate method and 

approach when a trustworthy statistical database is available. It is largely up to the 

researcher to decide how to categorize and redistribute the units for the stratum. It also 

makes it possible to develop and use a variety of stratification criteria.  

Table 3.1  

Sampling Proportion 

Strata Target Population Sample Size 

Finance Mangers 12 11 

Operations Managers 12 11 

Credit Control Managers 12 11 

ICT Managers 12 11 

Total 48 44 
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3.6 Data Collection Methods 

The majority of the questionnaire for the study consisted of closed-ended questions that 

were purposefully designed to collect and request the necessary information. 

Scale for interval measurements Data from the likert scale was gathered, evaluated, and the 

scale items were made by combining the scores of a group of five likert-type things (Boone 

& Boone, 2015). The Likert five-point scale was the main tool used in this study to 

measure opinions since it is straightforward and fair (Zikmund, 2015). 

According to Kothari (2014), questionnaires are useful for gathering information from a 

sizable population that is spread around the study area. Unstructured questionnaires are 

standardized to make sure that every responder is asked the same questions and provides a 

variety of responses that helps a researcher see the issue clearly. The researcher self-

administered the questionnaire. The semi-structured demographic section of the survey 

requested respondents to provide information about them; the data was analytical in nature 

and helped to characterize each respondent. 

3.7 Data Collection  

Prior to collecting research data, the researcher requested a letter of approval from the 

university. The researcher supplied the participants the letter of introduction from the 

university in order to get their consent to take part in the data gathering. A systematic self-

completed questionnaire was distributed to the target audience, and after one week, it was 

picked up using a drop-and-pick later approach. The survey asked about demographics and 

also used modified construct items from prior research. Each participant received the 

guarantee that their anonymous responses would remain confidential.   
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3.8 Pilot Study 

Pilot study was done to assess the viability, validity, and reliability of the instruments used 

for research (Kothari, 2014). Due to the fact that all 12 registered MFIs were taken into 

account for the study, the pilot involved 8 MFI respondents from Kilifi County. To save on 

cost, the researcher chose Kilifi since it’s the place of researcher’s residence. Outcomes of 

the pilot study allowed the researcher to decide whether to proceed with the main study or 

not. It also provided the researcher with fresh ideas that they may not have had before the 

pilot study was conducted, which increased the likelihood that the main study would yield 

more illuminating results. According to Mugenda and Mugenda (2012), a pilot test should 

be conducted on 10% of the study sample. Therefore, 8 respondents were purposefully 

chosen for the experiment. The validity and reliability of the tools were evaluated using the 

results from the questionnaires. The subjects in the pilot test were excluded from the main 

investigation. 

3.9 Validity 

A research tool is said to be legitimate when it can measure what it is intended to measure, 

according to Orodho (2012). It refers to how accurately a research tool's results capture the 

topic being investigated. Overall the content and face validity were examined for this 

study, with face validity ensuring that the questionnaire is brief and to the point while still 

being thorough enough to get the necessary data. The face validity was also attained by the 

way the question pieces were organized and logically sequenced. 

In order to address surface validity, the investigator adjusted measures that had already 

been verified in prior studies and used his own subjective assessment of the validity of the 
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tools. Furthermore, as recommended by Kothari (2014) content validity is ensured by 

relying on both the supervisor's and subject matter experts' advice. 

3.10 Reliability 

According to Kimberlin and Winterstein (2008), dependability is the degree to which a 

research tool was able to produce consistent results when used with several samples taken 

from the same population. Either the test-retest method or the Cronbach alpha reliability 

test was employed by the researcher. A test-retest method involves asking the same 

respondent identical questions at brief intervals and correlating their answers to assess the 

degree of reliability. According to Sakari et al. (2013), the Cronbach internal study was 

employed for this investigation. 

3.11 Data Analysis and Presentation 

The Statistical Package for Social Sciences version 26 was utilized as a data analysis tool 

to code and analyze the gathered data. Descriptive and inferential data analysis methods 

were applied in this investigation. Regression analysis was done to examine whether the 

degree of connection between the independent variables and the dependent variable is 

statistically significant.  

Y= βƟ + β1X1 + β2X2 + β3X3 + β4X4 + ε 

Where: 

Y= is financial performance 

βƟ = will be regression coefficient (y-intercept) 

β1, β2, β3 and β4 are the coefficient function of the independent variables, 

X1= Remote data processing 



 

48 

 

X2= Digital cards 

X3= Point of sale terminal 

X4= Real time gross settlement 

Ɛ   is the error term 

The results were presented using tables and explanation befitting all the criterion and face 

validity. Additionally, the study did also test various diagnostic tests such as multi-

collinearity, heteroscedasticity, normality and linearity tests. 

3.12 Ethical Considerations 

For the benefit of the respondents, confidentiality was carefully preserved throughout the 

research. Additionally, the respondents' identities were kept a secret. The respondent 

continued to contribute voluntarily. The questionnaire included a clear statement of the 

study's objectives for the respondents. The study was conducted for scholarly reasons. The 

study was conducted with integrity and honesty. The study's results were correctly and 

accurately analyzed, and the statistical techniques were used without prejudice to produce 

a good result.  
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CHAPTER FOUR 

RESULTS AND DISCUSSION 

4.1 Introduction 

The data analysis, conclusions, and conclusions about the impact of innovative processes 

on the financial performance of microfinance firms in Nairobi County are presented in this 

chapter. Part A of the questionnaire was for background information, while Part B covered 

the study variables, such as the independent variable, the financial performance of 

microfinance businesses, and the constructs of process innovation.     

4.2 Response Rate 

The researcher targeted 44 respondents where forms were administered. According to 

Creswell (2015), Out of this, 41 responses were obtained giving a response rate of 93.2% 

which is excellent. 

Table 4.1 

Response Rate   

Respondents Frequency Percentage  

Respondents 41 93.2 

Non-respondents 03 6.8 

Total  44 100% 

 

4.3 Pilot Study Results 

Pre testing was conducted in Kilifi County; the pilot research involved eight microfinance 

institutions. The results of the validity and reliability tests are shown in the next 

subsections. 
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4.3.1 Reliability Analysis 

To evaluate face and content validity as well as reliability, the researcher ran a pilot test 

with eight respondents. The pilot study included eight microfinance organizations in Kilifi 

County. The final analysis did not include pilot trial participants. The following 

subsections display the validity and reliability test results. 

Table 4.2 

 Reliability Results 

Variables N of items Cronbach’s Alpha Comments 

Remote data processing 4 0.797 Accepted 

Digital cards 4 0.753 Accepted 

Point of sale terminal 4 0.845 Accepted 

Real time gross settlement 4 0.718 Accepted 

Financial performance 4 0.821 Accepted 

 

Table 4.2 discloses that the Cronbach Alpha value for Remote data processing was 0.797, 

Digital Cards was 0.753 Point of sala terminal was 0.845, Real time gross settlement was 

0.718 and financial performance was 0.821. According to Taber (2018), when the 

Cronbach Alpha’s value ranges from 0.7 to 1, it indicates reliability and anything less than 

0.7 reflects unreliability. Based on this insight, the results proved that the data collection 

instruments were reliable hence could be re-used over and over to give an accurate and 

similar results. 

 

4.3.2 Validity Analysis 

The study tool's construct and face validity were examined. According to Mugenda & 

Mugenda (2012), construct validity testing determines how well a study tool captures the 
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anticipated outcomes. Supervisors were consulted for advice on the adequacy of the 

measurement scales used in the study. Up until the final draft of the research proposal was 

selected for data collection, more feedback was incorporated at various stages of its 

development. 

As previously mentioned, Bartlett's test of sphericity and Kaiser-Mayor-Oklin (KMO) 

measures of sample adequacy were used to examine the degree of characteristics 

correlation. In order to determine if exploratory and confirmatory factor analyses are 

appropriate for data processing, Saunders et al. (2014) claim that KMO is applied. The 

lowest acceptable value in the social sciences is 0.5, with values between 0.7 and 0.8 being 

considered good, and values beyond 0.8 being considered great, even though the KMO 

coefficient ranges from 0 to 1, according to (Hair et al., 2007). The study has a good KMO 

coefficient (0.592), a chi square value of 1682.230, and a p value of 0.00 according to 

Bartlett's test of sphericity. Factor analysis was required because measurement attributes 

were related at the 5% level of significance. 

 

Table 4.3 

 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.   0.592 

Bartlett's Test of Sphericity Approx. Chi-Square 1682.230 

  Df 7 

  Sig. 0.00 
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4.4 Demographic of Respondents 

In the first section of the questionnaire, general information about the respondents and the 

Microfinance institutions under study was requested. The following subsections discuss the 

findings. 

4.4.1 Gender Distribution  

The responders had to specify their gender in their responses. The comparison of the 

proportion of male and female respondents is shown in Table 4.4 below. 

Table 4.4 

Gender Distribution  

  Frequency Percent Valid 

Percent 

Valid Male 22 53.6 53.6 

Female 19 46.3 46.3 

Total 41 100.0 100.0 

 

The results show that there was almost an equal share of both genders among the 

respondents. Particularly, 53.6% of those who responded were male, while 46.3% were 

female. These numbers show that the research effectively accounted for gender 

representation, ensuring that gender biases did not affect the findings. 

 

4.4.2 Working Experience 

The participants were asked to specify how long they had been employed by microfinance 

institutions. Table 4.5 presents the outcomes.  
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Table 4.5  

Number of Years in Commercial Institutions 

  Frequency Percent 

<5  7 17.1 

5-10  10 24.4 

10-15  13 31.7 

>15  11 26.8 

Total 41 100.0 

 

Results in Table 4.5 indicate that 31.7% of the respondents had worked in the 

Microfinance institutions for between 10 to 15 years, this was followed by those who have 

worked for more than 15 years (26.8%). 24.4% of the participants had operated in the 

Microfinance institutions for between 5 and 10 years and other 7.0% of the respondents 

had been with the Microfinance institutions for less than 5 years. The outcome suggest that 

majority of the participants possess practice of more than 10 years hence most likely to 

provide informed responses to the study’s research objectives. 

4.4.3 Education 

The participants were asked to describe their educational backgrounds by the researcher. 

Berry (2011) claims that social science researchers frequently use educational attainment 

to demonstrate an individual's integration and participation in societal events. Table 4.6 

displays the findings of the respondents' education level.   
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Table 4.6 

Level of Education 

 Education Frequency Percent 

Post graduate level                    7 17.1 

University   25 61.9 

Tertiary College                         8 19.5 

Others 1 2.4 

Total 41 100.0 

 

The majority of survey respondents—who together accounted for 97.5% of the total 

respondents—had received tertiary education. Other types of qualifications not mentioned 

in the questionnaire make up the remaining 2.5%. The findings show that those who 

participated had satisfactory level of education to understand and respond to the study's 

questions.  In comparison to respondents who are less educated, educated respondents are 

anticipated to be more competent and make more logical conclusions (Sheikh et al., 2014). 

4.5 Diagnostic Tests 

The diagnostic tests were steered to ascertain the viability of the data collected towards 

providing accurate analysis results as provided in sections below. 

4.5.1 Normality Test 

Ordinariness test was conducted to ascertain whether the collected data was suitable and no 

questionnaires had responses that were not evenly distributed. That is, when the responses 

to particular questions were drawn on a normality curve, they were symmetrical and not 

inclined to either of the side of the curve. According to Mishra (2019), for a data set to 

articulately show that its normal, the significance value have to be more than 0.05. The 

results are in Table 4.7. 
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Table 4.7 

Normality Test 

 

Table 4.7 discloses that Remote Data processing had a value of 0.092, Digital cards had 

0.061, Point of sale terminals had 0.320, Real time Gross settlement had 0.104, and 

financial performance had 0.294. Therefore, since all the significance values were above 

0.05, it pointed that the data was normal and did not contain anomalous responses that are 

inclined to any side. 

4.5.2 Autocorrelation Test 

Autocorrelation test was examined to assess how the interactions Remote data processing, 

Digital cards, Point of sale terminals and real-time gross settlement remain stable and were 

not influenced by other variable’s characteristics. The study used Durbin-Watson to assess 

how they were correlated to each other and according to Turner et al. (2021), when the 

 Remote 

Data 

processin

g 

Digital 

cards 

Point of 

sale 

terminal

s 

Real time 

gross 

settlemen

t 

Financial 

Performa

nce 

N 98 98 98 98 98 

Normal Parametersa,b 

Mean 22.6837 21.6939 13.3163 21.7143 20.6224 

Std. 

Deviation 
1.89735 2.77473 3.72674 2.56061 2.56670 

Most Extreme Differences 

Absolute .237 .228 .097 .238 .194 

Positive .189 .211 .097 .114 .122 

Negative -.237 -.228 -.077 -.238 -.194 

Kolmogorov-Smirnov Z .345 .255 .956 .359 .921 

Asymp. Sig. (2-tailed) .092 .061 .320 .104 .294 

 

a. Test distribution is Normal. 

b. Calculated from data. 
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range was 0-2, it indicated positive correlation. Further, when at the Durbin Watson value 

was 2, it indicated no correlation. However, when the range was 2-4, it indicated negative 

correlation. The results are in Table 4.8. 

Table 4.8 

Autocorrelation Test 

Model R R Square Adjusted R 

Square 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 .861a .741 .645 2.50828 1.386 

 

a. Predictors: (Constant), Remote data processing, Digital cards, Point of sale 

terminals, real-time gross settlement 

b. Dependent Variable: Financial Performance 
 
Table 4.8 discloses that the Durbin Watson value was 1.386 hence being within the range 

of 0-2, it signified that the variables had a positive correlation towards financial 

performance. This therefore, pointed that when combined, all the micro determinants 

considered in this study, had a high statistical correlation and had the potential of 

improving performance. 

4.5.3 Multicollinearity Test 

Whether when combined, independent variables were easily changed by other variables. 

According to Daoud (2019) for a data set to be free from multicollinearity, the tolerance 

level should be above 0.2 and VIF below 5. The results are in Table 4.9. 
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Table 4.9 

 

Multicollinearity Test 

Model Collinearity Statistics 

Tolerance VIF 

1 

(Constant)   

Remote Data processing .627 2.013 

Digital cards .301 3.318 

Point of sale terminal .942 1.062 

Real time gross settlement .412 3.706 

 

Table 4.9, discloses that the Remote Data processing tolerance level was 0.627 at a VIF of 

2.013, Digital cards tolerance level was 0.301 at a VIF of 3.318, Point of sale terminal 

tolerance level was 0.942 at a VIF of 1.062, and Real time gross settlement tolerance level 

was 0.412 at a VIF of 3.706. Therefore, since the tolerance level was above 0.2 and VIF 

below 5, all the variables were free of multicollinearity problem. That is, the independent 

variables were not easily swayed by other variables such as the financial performance but 

its them that influenced the increment or decrement of performance. 

4.5.4 Linearity Test 

Linearity test was conducted to examine whether the independent variables were in tandem 

and had an existing relationship with the dependent variables. The results are in Table 

4.10. 
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Table 4.10 

Linearity Test 

 Sum of 

Squares 

df Mean 

Square 

F Sig. 

Financial 

Performance 

*  

Remote Data 

processing 

Between 

Groups 

(Combined) 53.629 9 5.959 .896 .533 

Linearity 14.968 1 14.968 2.250 .137 

Deviation from 

Linearity 
38.661 8 4.833 .726 .668 

Within Groups 585.401 89 6.652   

Total 639.031 98    

Digital cards 

Between 

Groups 

(Combined) 119.137 8 14.892 2.549 .215 

Linearity 15.814 1 15.814 2.707 .103 

Deviation 

from 

Linearity 

103.323 7 14.760 2.527 .120 

Within Groups 519.894 90 5.842   

Total 639.031 98    

Point of sale 

terminal 

Between 

Groups 

(Combined) 91.736 13 7.057 1.083 .385 

Linearity 7.830 1 7.830 1.202 .276 

Deviation from 

Linearity 
83.906 12 6.992 1.073 .393 

Within Groups 547.294 85 6.515   

Total 639.031 98    

Real time 

gross 

settlement 

Between 

Groups 

(Combined) 84.110 10 8.411 1.319 .233 

Linearity 1.098 1 1.098 .172 .679 

Deviation from 

Linearity 
83.012 9 9.224 1.446 .181 

Within Groups 554.920 88 6.378   

Total 639.031 98    

 

Table 4.10 discloses that the significance value for Remote Data processing was 0.668, 

Digital cards was 0.120, Point of sale terminal was 0.393 and Real time gross settlement 

was 0.181. Therefore, since all the values were above 0.05 and according to Epshtein 

(2019), indicated the relationship between the tested process Innovations and financial 

performance was linear. 
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4.6 Descriptive Statistics  

The study used a 5-point Likert scale of the form “SD = Strongly Disagree; D = Disagree; 

NS = Not Sure; A = Agree; SA = Strongly Agree” so as to assess the views of the 

respondents on process innovation and financial performance of Microfinance institutions. 

The respondents’ responses on remote data processing and financial performance, digital 

cards and financial performance, point of sale terminals and financial performance, real 

time gross settlement and financial performance and descriptive statistics for financial 

performance are presented in this section. The findings were summarized using mean and 

standard deviations.  

4.6.1 Descriptive Statistics for Remote Data Processing  

Respondents were asked to rate how much they have adopted particular components of 

remote data processing on a five-point Likert scale, with 1 denoting strongly disagree and 

5 denoting strongly agree, in order to accomplish this goal. Table 4.11 discusses the 

outcomes. 
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Table 4.11 

 Remote Data Processing  

 Mean Std. deviation 

Automated of processes to enhance 

operation 
4.17 .231 

Account opening process and 

operating has been automated in the 

Microfinance institution 

4.23 .536 

The MFIs loan origination can be 

done remotely by the customers 
4.02 .444 

The customers can remotely check 

account balances 
4.26 .703 

 

According to Table 4.11 results, respondents were in agreement that microfinance 

institutions have automated their procedures to improve business operations. The mean 

scores for the account opening and operating categories were 4.17 and 4.23, respectively. 

The majority of respondents (mean=4.02) and (mean=4.26) agreed that consumers can 

check account balances and initiate loans through the MFI remotely. The study's findings 

concur with those of Mohamed (2019) who found that remote data processing services 

have a considerable negative influence on institutions' operational performance. 
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4.6.2 Descriptive Statistics for Digital Cards  

Respondents were asked to rate how much they have adopted specific digital card features 

on a five-point Likert scale, with 1 denoting strongly disagree and 5 denoting strongly 

approve, in order to accomplish this goal. Table 4.12 discusses the findings. 

 

Table 4.12 

Digital Cards  

 Mean Std. Deviation 

Digital cards have attracted more retail 

clients for the institution 
4.41 .817 

The Microfinance institution offers debit 

cards to its customers 
4.15 .634 

The Microfinance institution offers credit 

cards to the customers 
4.26 .509 

The Microfinance institution customers 

are incentivized to use prepaid cards 
4.01 .822 

 

According to Table 4.12 findings, respondents concurred that digital cards have increased 

the institution's retail depositor base and that it provides debit cards to its customers, as 

indicated by means of 4.41 and 4.26, respectively. The majority of respondents (mean: 

4.15) agreed that the microfinance institution gives credit cards to its clients. Additionally, 

respondents concurred that Microfinance Institution clients are encouraged to use prepaid 

cards (mean: 4.01). The findings concur with those of Chelangat (2014) who found that 

using a digital card had a good effect on ROA. 
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4.6.3 Descriptive Statistics for Point of Sale Terminals  

On a five-point Likert scale, with 1 denoting strongly disapprove and 5 denoting strongly 

accept, respondents had to rate how much they have incorporated various point-of-sale 

terminal characteristics in order to do this. The outcomes are argued in Table 4.13. 

 

 

Table 4.13 

 

 Point of Sale Terminals  

 Mean Std. Deviation 

ATMs give access to deposits 4.13 .882 

The MFI has sufficient POS 

infrastructure 
4.20 .887 

The MFI has put in place security 

measures on point of sale transactions 
4.82 .883 

The costs of transactions using point 

of sale process has been set low 
4.89 .881 

 

Table 4.13 findings, participants agreed that the MFI has an adequate POS infrastructure 

and that ATMs have made it easy for consumers to retrieve their deposits, as shown by 

means of 4.13 and 4.20, respectively. The majority of respondents (4.82 on average) and 

respondents (4.89 on averages) agreed that the MFI had put security measures in place for 

point-of-sale transactions. The analysis concurs with Le and Ngo (2020) study, which 
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established that point-of-sale stations have a large, favorable effect on institution 

profitability. 

4.6.4 Descriptive Statistics for Real Time Gross Settlement 

Respondents were asked to rate how much they have adopted particular real-time gross 

settlement characteristics on a five-point Likert scale, with 1 denoting strongly disagree 

and 5 denoting strongly agree, in order to accomplish this goal. Table 4.14 discusses the 

findings. 

Table 4.14 

Real Time Gross Settlement 

 Mean Std. Deviation 

The MFI provides inter-institution 

transfers 
3.98 .753 

There is inter-institution settlement in 

the MFI 
4.66 .748 

The MFI uses RTGS to minimize risk 

related to high value payment 

settlements 

4.52 .741 

The actual period gross payment 

affects financial performance of 

Microfinance institutions positively 

4.54 .756 

 

A mean of 3.98 and a mean of 4.66, respectively, the results in Table 4.14 show that 

participants approved that the MFI offers inter-institution transfers and that there is inter-

institution settlement in the MFI. Additionally, respondents concurred that the MFI 

employs RTGS to reduce the risk associated with high value payment settlements (mean: 
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4.52) and that RTGS has a favorable effect on the financial health of microfinance 

institutions (mean: 4.54). The research supports that of Muhoro and Mungai (2018) who 

found that for every 1% rise in RTGS volume, Return on Assets increased by 0.7985%. 

4.7 Inferential Statistics 

To ascertain whether there was a clear relationship between each of the independent 

variables and the financial outcomes of Micro Business Institutions in Kenya, the study 

used Pearson's link analysis. A model of multiple linear regressions was tailored between 

each of the independent variables and the financial performance of the Micro Finance 

Institutions in Kenya after it was discovered that there was a linear relationship amid the 

variables. This was done to find out how each independent variable affected the dependent. 

In direction to ascertain the confounding effect of all independent factors on financial 

performance, a multiple linear regression model was also built.   

4.7.1 Correlation Analysis 

To ascertain whether there is any connection between innovation in processes and financial 

performance, correlation analysis is used.  Table 4.15 lists the correlation findings. 
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Table 4.15  

Correlation Results  

n=41  Performance RDP DC POS RTGS 

Financial 

Performance 

Pearson 

Correlation 

1     

 Sig. (2-

tailed) 

     

RDP Pearson 

Correlation 

.469* 1    

 Sig. (2-

tailed) 

.002     

DC Pearson 

Correlation 

.358* .652* 1   

 Sig. (2-

tailed) 

.000 .006    

POS Pearson 

Correlation 

.582* .505** .719** 1  

 Sig. (2-

tailed) 

.000 .000 .000   

RTGS Pearson 

Correlation 

.427* .600** .604** .671** 1 

 Sig. (2-

tailed) 

.000 .000 .000 .000  

 

The association between remote data processing and financial performance was determined 

to be moderately significant and positive (r =.469, p-value < 0.05). This suggests that the 

processing of data remotely helps businesses operate financially better. Digital cards were 

found to have a moderately significant positive link (r =.358, p-value < 0.05) with financial 

performance. This suggests that the use of digital cards helps to boost financial 

performance.  
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The association between the point of sale terminal and financial success was shown to be 

significantly strong (r =.582, p-value < 0.05). This suggests point-of-sale terminals 

improve financial results. Financial performance and real-time gross settlement were found 

to be strongly positively correlated (r =.427, p-value < 0.05). This suggests real-time gross 

settlement helps businesses perform financially better. 

4.7.2 Multiple Regression Analysis 

Multiple regressions were adopted to determine how the predictor variables Remote data 

processing, digital cards, point of sale terminal and real time gross settlement) predict the 

dependent variable (financial performance). Outcomes for multiple regression analysis 

were presented in Table 4.16, 4.17 and 4.18.  

 

Table 4.16 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .635a .404 .391 2.35159 

The corrected R-square value is 0.404, meaning that the model's predictor variables—

remote data processing, digital cards, point of sale terminals, and real-time gross 

settlement—explain 40.4% of financial performance. Analysis of variance was used to 

evaluate the regression model's goodness of fit test. Table 4.17 displayed the findings. 
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Table 4.17 

 ANOVA 

 Model Sum of Squares df Mean Square F Sig. 

1 Regression 1092.251 4 273.062 6.111 .000b 

 Residual 1608.563 36 44.682   

 Total 2700.814 40    

 

A statistical test called analysis of variance (ANOVA) is employed to determine whether 

the regression model is adequate. At a 95% level of confidence, the statistical model was 

utilized to assess the suitability of the fitted multiple linear regression model. The F-ratio 

for the variable factor with four degrees of freedom was 6.111. Using remote data 

processing, digital cards, real-time gross settlement, and point-of-sale terminals, it is 

possible to anticipate financial performance, as shown by the regression model's effect size 

and significance at the 95% level of confidence (p=0.000). Regression coefficient analysis 

was used to calculate beta, which was then used to show how much each independent 

variable affects the dependent variable.  

Using analysis of multiple linear regressions Table 4.18 presents the outcomes of the fit 

linear regression model. 
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Table 4.18 

Regression Coefficients  

 

  Unstandardized 

Coefficients 

Standardized 

Coefficients 

F Sig. 

  Β Std. Error Beta   

1 (Constant) .696 1.317  .529 .017 

 Remote data 

processing 

.139 .054 .157 2.561 .011 

 Digital cards .216 .042 .259 5.073 .000 

 Point of sale 

terminals 

.290 .035 .456 8.249 .000 

 Real time gross 

settlement  

.113 .073 .099 1.543 .004 

 

 

Y = .696+.139X1+216X2+290X3+113X4 …....Equation 4.1 

The regression model predicts that if all other variables were maintained constant at zero, 

the net profit of microfinance institutions would be 0.696. The regression model also 

shows that an increase in remote data processing of one unit would lead to an increase in 

the financial performance of 0.139. A unit increase in digital cards would lead to a positive 

improvement in the financial performance of 0.216 while a unit increase in point-of-

sale terminals would result in an increase in financial performance of 0.290.  Additionally, 

regression analyses showed that an increase in real-time gross settlement of one unit will 

boost the performance of commercial institutions by 0.113. They had significance values 

of 0.05 and above, demonstrating that the variables significantly contributed to explaining 

the heterogeneity in the financial performance of microfinance organizations. 



 

69 

 

4.7 Discussion of Key Findings  

The foundation for achieving the objectives of the study was provided by the regression 

coefficients. This was accomplished by taking into account the P-values and t-values 

connected to the pertinent regression coefficients, as shown in Table 4.18. The financial 

performance was positively and significantly affected by remote data processing (p <0.05, 

and effect size of .139). This suggests that if digital cards, point of sale terminals, and real-

time gross settlement are held unchanged, an upsurge in distant data handling of one unit 

would consequence in an escalation in financial performance of.139 units. The null 

hypothesis, according to the findings, that there is no important effect of remote data 

processing on the financial performance of microfinance organizations, was rejected. 

Findings concur with those of Mohamed (2019) who found that remote data processing 

services have a considerable negative influence on institutions' operational performance. 

Digital cards had (p <0.05, and effect size of .216) favorable and substantial effect on 

financial performance. This suggests that while remote data processing, point-of-sale 

terminals, and real-time gross settlement are held constant, an increase in digital cards of 

one unit marks in an escalation in financial performance of.216 units. The null hypothesis, 

according to the findings, that there is no significant effect of digital cards on the financial 

performance of microfinance institutions, was rejected. The findings concur with those of 

Chelangat (2014) who found that using a digital card had a good effect on ROA. 

 The POS terminal had a (p <0.05, and effect size of .290) positive and substantial effect 

on financial performance.  This suggests that when digital cards, remote data processing, 

and real-time gross settlement are held constant, an increase in point of sale terminal by 
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one unit boosts financial performance by.290 units. The null hypothesis, according to the 

findings, that there is no significant effect of point of sale terminal on the financial 

performance of microfinance institutions, was rejected. The analysis concurs with Le and 

NGO (2020) study, which originate that point-of-sale terminals have a large, favorable 

effect on institution profitability. 

Real-time gross settlement had a (p <0.05, and effect size of .113) favorable and 

substantial effect on financial performance. This suggests that while digital cards, remote 

data processing, and point of sale terminals are held constant, an increase in real time gross 

settlement of one component fallouts in an improvement in financial performance of 0.113 

units. The null hypothesis, according to the findings, that real-time gross settlement has no 

important consequence on the financial performance of microfinance institutions, was 

rejected. The research supports that of Muhoro and Mungai (2018), who found that for 

every 1% rise in RTGS volume, Return on Assets increased by 0.7985%. 
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CHAPTER FIVE 

SUMMARY, CONCLUSSIONS AND RECOMMENDATIONS 

5.1 Introduction 

In accordance with the study's conclusions, the chapter also offers study endorsements and 

areas for further investigation. 

5.2 Summary of the Findings 

The investigation of innovation in processes and financial performance in the context of 

microfinance institutions in Nairobi County was the aim of the study. The high response 

rate of 93.2% on the questionnaire was made possible by the small number of target 

respondents. 

5.2.1 Remote Data Processing  

The study's primary objective was to define how remote data processing affected the 

financial health of microfinance institutions in Nairobi County. According to descriptive 

statistics, Microfinance institutions have digitized their operations to improve efficiency, 

including the establishment of new accounts and general operations. The findings 

demonstrated that customers of MFIs can remotely check their balances and originate loans 

through the MFIs. The outcomes of the correlation showed that there was a moderately 

significant positive association between remote data processing and financial performance. 

The findings of the regression analysis showed that remote data processing had a 

considerable favorable product on financial performance.  

5.2.2 Digital cards  on Financial Performance  

The impartial was to examining the effect of digital cards on the financial performance of 

microfinance institutions in Nairobi County was the study's secondary goal. According to 
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the findings of the descriptive statistics, digital cards have increased the number of retail 

depositors for the institution and the microfinance institution now provides debit cards to 

its clients. Additionally, the Microfinance Institution provides its clients with credit cards 

and encourages them to use prepaid cards. The correlation between digital cards and 

financial performance was found to be moderately positive and substantial. According to 

the outcomes of the regression analysis, digital cards significantly and favorably affected 

the fiscal performance of microfinance institutions. 

5.2.3 Point of Sale Terminal  

Evaluation of the outcome of POS terminal on the financial performance of microfinance 

institutions in Nairobi County was the third study goal. Findings showed that the MFI has 

enough POS infrastructure and that consumers may easily access their deposits thanks to 

ATMs. Results also showed that MFIs have implemented security controls for point-of-

sale transactions and that point-of-sale transaction costs have been kept to a minimum. The 

results of the correlation indicated that there is a somewhat substantial and favorable 

association between financial performance and the point of sale terminal. The financial 

performance of microfinance institutions was positively and significantly affected by point 

of sale terminals, according to regression data. 

 

5.2.4 Real Time Gross Settlement on Financial Performance  

Examining the result of RTGS on the financial results of microfinance institutions in 

Nairobi County was the study's fourth goal. According to descriptive data, the MFI offers 

Institutions transfers and conducts Institutions settlement. The findings demonstrated that 

the MFI employs RTGS to reduce the risk associated with high value payment settlements 
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and that the real-time gross settlement takes a beneficial result on the monetary 

performance of microfinance institutions. RTGS has a moderately positive and important 

association with financial performance, according to correlation data. RTGS has a good 

and significant effect on the monetary presentation of microfinance organizations, 

rendering to regression data. 

5.3 Conclusion 

Microfinance institutions have been automated to improve MFIs operations. This means 

that all essential MFI functions and processes have been automated. Also the process of 

opening account with the MFIs has been automated as well. This implies that the clients 

can open the institution account remotely without physically visiting the Microfinance 

institution. In addition, the study concludes that the MFIs loan origination is done remotely 

by the customers. The account balances can be checked remotely by the customers. 

The study also shows that digital cards introduction in to the Microfinance institutions has 

attracted more retail depositors to the MFIs. Also the Microfinance institution offers debit 

cards to its customers. This implies that the Microfinance institution gains through card 

fees. The Microfinance institution offers credit cards to the customers. In order to ensure 

maximum usage of the digital cards, the Microfinance institution incentivizes customers to 

use digital cards. 

The study comes to the conclusion that Microfinance institutions ATMs need allowed 

clienteles to admission their credits with ease. Further, it is concluded that the MFI has 

sufficient POS infrastructure and the MFIs have put in place security measures on point of 

sale transactions. The study settles that the costs of transactions using point of sale process 

have been set low. 
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The study further shows that MFI institutions provide inter-institution transfers and that 

there is inter-institution settlement in the MFI. Also Microfinance institution use RTGS to 

minimize risk related to high value payment settlements and that the real time gross 

payment affects financial performance of Microfinance institutions positively. 

 

5.4 Recommendations  

The management of Microfinance institutions should seek to automate all core processes 

with a view to enhance MFIs operations that in addition to automating core processes, the 

Microfinance institutions should make it possible for the clients to open accounts remotely 

and operate those accounts remotely as well. This would improve virtual Institutions and 

reduce brick-and-mortar institutions hence improve financial performance through 

operations costs reduction. 

The management of Microfinance institutions should introduce digital cards to its 

customers as it was revealed that this move would attract more retail depositors to the 

MFIs. The Microfinance institution should specifically offer debit cards and credit cards to 

its customers. This move would accord the Microfinance institutions no-interest revenue, 

which would boost the financial performance of the MFIs. In order to ensure maximum 

benefits through digital cards use, the Microfinance institution should incentivize 

customers to use digital cards. 

The study recommends that the Microfinance institutions should expand the network of its 

ATMs so as to qualify clients to access their credits with affluence. This would attract new 

MFI customers thus lead to improved performance. The Microfinance institutions should 
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invest in POS infrastructure so as to cash in on the tech savvy customers. In order to reap 

substantial benefits to POS, the Microfinance institutions should put in place security 

measures on point of sale transactions.  

The management of Microfinance institutions should offer inter-institution transfers with 

ease and also offer inter-institution settlement. This would make it possible for account 

holders of other institutions to use Institutions services of the Microfinance institution 

hence benefit through transaction fees. The study recommends that the Microfinance 

institution should utilize real time gross settlement to minimize risk related to high value 

payment settlements. 

 

5.5 Recommendation for Further Research 

The limitations if the study regarding the examination of process changes in connection to 

the economic success of microfinance organizations. However, because the predictor 

variables in this study could only account for 40.4% of the variation in the financial results 

of microfinance institutions, the researcher suggests further investigation into additional 

MFI process innovations that are not explained in this study. Further research might be 

done on technological advances in other industries that depend on processes, such industry 

and the hospitality industry. 

 

 

 



 

76 

 

REFERENCES 

 

Afolabi, T. S., Obamuyi, T. M., & Egbetunde, T. (2020). Credit risk and financial 

performance: Evidence from microfinance banks in Nigeria. IOSR Journal of 

Economics and Finance, 11(1), 8-

15https://d1wqtxts1xzle7.cloudfront.net/62472974/B110107081520200325-

116106-1xvvtzx-libre.pdf?1585227612=&response-content-

disposition=inline%3B+filename%3D 

Abor, J. Y., & Abor, J. Y. (2017). Evaluating capital investment decisions: Capital 

budgeting. Entrepreneurial Finance for MSMEs: A Managerial Approach for 

Developing Markets, 293-320. https://link.springer.com/chapter/10.1007/978-3-

319-34021-0_12 

Arungai, K. D. (2016), The role of service innovation on competitive advantage of banking 

sector in Kenya. [Doctoral Thesis, Jomo Kenyatta University of Agriculture and 

Technology].Kenya. http://ir.jkuat.ac.ke/handle/123456789/1871 

Bátiz-Lazo, B., & Woldesenbet, K. (2006). The dynamics of product and process 

innovations in UK banking. International Journal of Financial Services 

Management, 1(4), 400-421. 

https://www.inderscienceonline.com/doi/abs/10.1504/IJFSM.2006.010120 

Bayai, I., & Ikhide, S. (2016). Financing structure and outreach of selected SADC 

microfinance institutions (MFIS)'. Corporate Ownership & Control, 13(3-2), 284-

292. 

https://d1wqtxts1xzle7.cloudfront.net/71068032/85d38c514b831c96be97e2d73928

342cce0c-libre.pdf?1635634450=&response-content-

disposition=inline%3B+filename%3D 

Bell, E., & Bryman, A. (2016). The ethics of management research: an exploratory content 

analysis. British Journal of Management, 18(1), 63-77. 

https://onlinelibrary.wiley.com/doi/10.1111/j.1467-8551.2006.00487.x 

Berry, J. W. (2011). Integration and multiculturalism: Ways towards social solidarity. 

Papers on social representations, 20(1), 2-1. https://www.psr.iscte-

iul.pt/index.php/PSR/article/view/414 

Boone Jr, H. N., & Boone, D. A. (2012). Analyzing likert data. The Journal of extension, 

50(2), 48. https://tigerprints.clemson.edu/joe/vol50/iss2/48/ 

Central Bank of Kenya (2016). Bank Supervision Annual Report. 

https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/831171133

_2016%20Annual%20Report.pdf 

Central Bank of Kenya (2017). Bank Supervision Annual Report. 

https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/873911276

_2017%20Annual%20Report.pdf 



 

77 

 

Central Bank of Kenya (2017). Payment Systems Statistics. Mobile Payments. 

https://www.centralinstitution.go.ke/index.php/nps-modernization/mobile-

payments 

Central Bank of Kenya (2019). Bank Supervision Annual Report. 

https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/197965474

_BSDANNUALREPORT2019%20.pdf 

Central Bank of Kenya (2020). Banking Sector Innovation Survey 2020. 

https://www.centralbank.go.ke/uploads/banking_sector_reports/1232186390_Banki

ng%20Sector%20Innovation%20Survey%202020.pdf 

Central Bank of Kenya (2021). Bank Supervision Annual Report. 

https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/200919761

7_2021%20Annual%20Report.pdf 

Chelangat, B. (2014). The effect of fraud on financial performance of deposit taking 

savings and credit co-operative societies in Kenya [Master’s Thesis, University of 

Nairobi]. Kenya. 

http://erepository.uonbi.ac.ke/bitstream/handle/11295/74630/Chelangat%20Beatric

e_The%20effect%20of%20fraud%20on%20financial%20performance%20of%20D

eposit%20taking%20Savings%20and%20Credit%20Co-

operative%20societies%20in%20Kenya.pdf?sequence=3&isAllowed=y 

Chen, H. X., Chen, W., Liu, X., Liu, Y. R., & Zhu, S. L. (2017). A review of the open 

charm and open bottom systems. Reports on Progress in Physics, 80(7), 076201.  

https://iopscience.iop.org/article/10.1088/1361-6633/aa6420/meta 

Creswell, J, W. (2016). Research design: Qualitative and quantitative approaches and 

mixed methods approaches. Sage. 

Creswell, J. W. (2015). Revisiting mixed methods and advancing scientific practices. 

https://doi.org/10.1093/oxfordhb/9780199933624.013.39 

Cuéllar-Fernández, B., Fuertes-Callén, Y., Serrano-Cinca, C., & Gutiérrez-Nieto, B. 

(2016). Determinants of margin in microfinance institutions. Applied Economics, 

48(4), 300-311. 

https://www.sciencedirect.com/science/article/abs/pii/S1062976910000542 

Dawood, U. (2014). Factors impacting profitability of commercial banks in Pakistan for 

the period of (2009-2012). International Journal of Scientific and Research 

Publications, 4(3), 1-7. https://d1wqtxts1xzle7.cloudfront.net/36979821/ijsrp-

p27110-libre.pdf?1426415195=&response-content-

disposition=inline%3B+filename%3D 

Epstein, R., & Silwal, S. (2019). Property testing of LP-type problems. arXiv preprint 

arXiv:1911.08320. https://arxiv.org/abs/1911.08320 

Fauzel, S., Seetanah, B., & Sannassee, R. V. (2017). Analysing the impact of tourism 

foreign direct investment on economic growth: Evidence from a small island 



 

78 

 

developing state. Tourism Economics, 23(5), 1042-1055. 

https://journals.sagepub.com/doi/full/10.1177/1354816616664249 

Gardachew, W. (2010). Electronic-Institutions in Ethiopia: Practices, opportunities and 

challenges. The Journal of Internet Institutions and Commerce, 15(2), 1-8. 

https://www.icommercecentral.com/open-access/electronicbanking-in-ethiopia-

practices-opportunities-and-challenges-1-8.php?aid=38390 

Goodhue, D. L., & Thompson, R. L. (1995). Task-technology fit and individual 

performance. MIS quarterly, 19 (2), 213-236. 

https://www.jstor.org/stable/249689?typeAccessWorkflow=login 

Hair, J., Money, A., Page, M. and Samouel, P. (2007) Research Methods for Business. 

Routledge, London. 

https://www.scirp.org/(S(351jmbntvnsjt1aadkozje))/reference/referencespapers.asp

x?referenceid=1687234  

Hanif, M. I., & Asgher, M. U. (2018). Service innovation and service innovation 

performance: A study of banking services. Pakistan Journal of Commerce and 

Social Sciences (PJCSS), 12(2), 670-694. 

https://www.econstor.eu/handle/10419/188363 

Hussain, K., Mohd Salleh, M. N., Cheng, S., & Shi, Y. (2019). Metaheuristic research: a 

comprehensive survey. Artificial intelligence review, 52, 2191-2233. 

https://link.springer.com/article/10.1007/s10462-017-9605-z 

Imalingat, S. (2015). The effect of information and communication technology investment 

on financial performance of micro-finance banks in Kenya [Master’s Thesis, 

University of Nairobi).Kenya. http://erepository.uonbi.ac.ke/handle/11295/93825 

International Monetary Fund (2018). IMF Annual Report 2018: building a shared future. 

https://www.imf.org/external/pubs/ft/ar/2018/eng/ 

Ireri, D. M. (2021). The Moderating Effects of Service Innovation on the Relationship 

Between Social Media Usage and Performance of Selected Microfinance 

Institutions in Meru County [Master’s Thesis, Kenya Methodist University]. 

Kenya. 

http://repository.kemu.ac.ke/bitstream/handle/123456789/1184/Thesis%20for%20

Mr%20Ireri%20-%20Plagiarism%20checked%20-%20APA%20CHECKED-

%20postgraduate%20edited%20-27.9.2021%20-

%20pdf.pdf?sequence=1&isAllowed=y 

Jha, D. K. (2017). An investigation of how changes to corporate governance in Nepalese 

microfinance institutions may increase outreach while maintaining their financial 

performance [Doctoral Thesis, The University of Waikato]. New Zea Land. 

https://researchcommons.waikato.ac.nz/handle/10289/11358 

Kahihu, P. K., Wachira, D. M., & Muathe, S. M. (2021). Managing market risk for 

financial performance: experience from micro finance institution in Kenya. Journal 

of Financial Regulation and Compliance, 29(5), 561-579. 



 

79 

 

https://www.emerald.com/insight/content/doi/10.1108/JFRC-02-2021-

0014/full/html 

Kaloki, K. I. (2018). The Relationship Between Free Cash Flows and Capital Expenditure 

of Manufacturing Firms Quoted at the Nairobi Securities Exchange [Master’s 

Thesis, University of Nairobi). Kenya. 

http://erepository.uonbi.ac.ke/handle/11295/96970 

Kenya Bankers Associations (2020). State of the Banking induStry report 2020. 

https://www.kba.co.ke/wp-

content/uploads/2022/05/State%20of%20the%20Banking%20Industry%20Report

%20-%202020.pdf 

Kigen, Isaac. (2011). The Effect of Mobile Institutions on Transaction Costs of 

Microfinance Institutions: A Survey of Microfinance Institutions in Nairobi 

[Maaster’s Thesis, University of Nairobi). Kenya.  

http://erepository.uonbi.ac.ke/handle/11295/96970 

Kimberlin, C.L., & Winterstein, A.G. (2008). Validity and reliability of measurement 

instruments used in research. American Journal of Health-System Pharmacists, 

65(1), 2276–2284. https://pubmed.ncbi.nlm.nih.gov/19020196/ 

Kimotho, M., & Muturi, W. (2019). Effect of Innovations on Financial Performance of 

Microfinance Institutions in Kenya. International Journal of Social Sciences and 

Information Technology, 5(3), 1-14. 

https://scholar.google.com/scholar?start=10&q=Digital+Cards+and+Financial+Perf

ormance+in+MFIs+in+kenya&hl=en&as_sdt=0,5 

Kiveu, M. N. (2017). Effect of innovation on firm competitiveness: A study of small and 

medium enterprises in the manufacturing sector in Nairobi city county, Kenya. 

[Doctoral Thesis, Kenyatta University] Kenya. https://ir-

library.ku.ac.ke/bitstream/handle/123456789/18441/Effect%20of%20innovation%2

0on%20firm%20competitiveness.pdf?sequence=1&isAllowed=y 

Koori, J., Wanjiku, N., & Atheru, G. (2020). Technological Banking Innovations and 

Financial Inclusion by Commercial Banks in Nairobi County, Kenya. 

InternationalJournal of Current Aspects in Finance, Banking and Accounting, 2(1), 

1-27. https://journals.ijcab.org/journals/index.php/IJCFA/article/view/98 

Kothari, C. (2014). Research Methodology, Methods and Techniques. (2nd ed.). New Age 

International Publishers. 

Lam, H. K., Zhan, Y., Zhang, M., Wang, Y., & Lyons, A. (2019). The effect of supply 

chain finance initiatives on the market value of service providers. International 

Journal of Production Economics, 216, 227-238. 

https://www.sciencedirect.com/science/article/abs/pii/S0925527319301604 

Le, H. B. H., Ngo, C. T., Trinh, T. T. H., & Nguyen, T. T. P. (2020). Factor affecting 

customers’ decision to use mobile banking service: A case of Thanh Hoa Province, 

Vietnam. The Journal of Asian Finance, Economics and Business (JAFEB), 7(2), 



 

80 

 

205-212. https://www.semanticscholar.org/paper/Factor-Affecting-

Customers%E2%80%99-Decision-to-Use-Mobile-Le-

Ngo/a59887b4e6fef83f1f33683daab8936e9c0ae5d5?p2df 

Louis, P., Seret, A., & Baesens, B. (2013). Financial efficiency and social impact of 

microfinance institutions using self-organizing maps. World development, 46, 197-

210. https://doi.org/10.1016/j.worlddev.2013.02.006 

Macnamara, J. (2016). The continuing convergence of journalism and PR: New insights 

for ethical practice from a three-country study of senior practitioners. Journalism & 

Mass Communication Quarterly, 93(1), 118-141. 

https://journals.sagepub.com/doi/full/10.1177/1077699015605803 

Makokha, G. L., & Mutisya, D. N. (2016). Status of e-learning in public universities in 

Kenya. International review of research in open and distributed learning, 17(3), 

341-359. https://www.erudit.org/en/journals/irrodl/1900-v1-n1-

irrodl05024/1066239ar/abstract/ 

Malhotra, P., & Singh, B. (2010). An analysis of Internet banking offerings and its 

determinants in India. Internet research, 20(1), 87-106. 

https://www.emerald.com/insight/content/doi/10.1108/10662241011020851/full/ht

ml?queryID=59%2F5414275 

Mamoghli, C., & Daboussi, S. (2010). Capital asset pricing models and performance 

measures in the downside risk framework. Journal of Emerging Market Finance, 

9(2), 95-130. https://journals.sagepub.com/doi/abs/10.1177/097265271000900201 

Masavu, N. M. (2022). Relationship Between Financial Risk Management And The 

Financial Performance Of Microfinance Institutions In Kenya [Master’s Thesis, 

KCA University]. Kenya. 

https://www.carijournals.org/journals/index.php/IJF/article/view/1246  

Matayo, D. N. (2016). Effect of Innovations Management on Growth of Micro finance 

Institutions in Nairobi. [Master’s Thesis, University of Nairobi]. Kenya. 

http://erepository.uonbi.ac.ke/bitstream/handle/11295/100056/Matayo_Effect%20O

f%20Innovations%20Management%20On%20Growth%20Of%20Micro%20financ

e%20Banks%20In%20Nairobi.pdf?sequence=1 

Mbugua, M. W. (2010). Impact of microfinance services on financial performance of small 

and micro enterprises in Kenya [Master’s Thesis, University of Nairobi]. Kenya.  

http://erepository.uonbi.ac.ke/handle/11295/5650 

Mishra, P. (2019). Considering contextual knowledge: The TPACK diagram gets an 

upgrade. Journal of Digital Learning in Teacher Education, 35(2), 76-78. 

https://www.tandfonline.com/doi/full/10.1080/21532974.2019.1588611 

Mohamed, A. W., & Mohamed, A. K. (2019). Adaptive guided differential evolution 

algorithm with novel mutation for numerical optimization. International Journal of 

Machine Learning and Cybernetics, 10, 253-277. 

https://link.springer.com/article/10.1007/s13042-017-0711-7 



 

81 

 

Mohammed, A. N. (2019), Effect of innovation on financial performance of listed 

institutions. [Master’s Thesis,Jomo Kenyatta University of Agriculture and 

Technology].Kenya. 

http://ir.jkuat.ac.ke/bitstream/handle/123456789/5267/Mohamed%2c%20Nafisa%2

0Amina%20%20MBA%2c2019.pdf?sequence=1&isAllowed=y 

Monyi, J. N., Namusonge, G., & Sakwa, M. (2016). Effect of Market Structure on 

Financial Performance of Deposit Taking Microfinance Institutions in Nairobi City 

County, Kenya. Research journal of Financial Accounting, 7(20), 53-59. 

https://core.ac.uk/download/pdf/234631852.pdf 

Monyi, J. N., Namusonge, G., & Sakwa, M. (2016). Effect of Market Structure on 

Financial Performance of Deposit Taking Microfinance Institutions in Nairobi City 

County, Kenya. Research journal of Financial Accounting, 7(20), 53-59. 

https://core.ac.uk/download/pdf/234631852.pdf 

Morduch, J. (2000). The microfinance schism. World development, 28(4), 617-629. 

https://www.sciencedirect.com/science/article/abs/pii/S0305750X99001515 

Morduch, J., & Armendariz, B. (2005). The economics of microfinance. MIT Press. 

Mot, H. O., Masinde, J. S., Mugenda, N. G., & Sindani, M. N. (2012). Effectiveness of 

Credit Management Systemon Loan Performance: Empirical Evidence from Micro 

Finance Sector in Kenya. International Journal of Business, Humanities and 

Technology, 2(60, 99-108. http://repository.tharaka.ac.ke/xmlui/handle/1/2342 

Mugenda, A.G. & Mugenda, O.M. (2012). Research Methods: Quantitative and Qualitative 

Approaches. (2nd ed.).  Acts. 

Mugo, E. (2016). Effect of financial literacy on investment decisions among savings and 

credit co-operative societies members in Nairobi [Master’s dissertation, KCA 

University]. Kenya. 

https://repository.kcau.ac.ke/bitstream/handle/123456789/387/Mugo-

Effect%20Of%20Financial%20Literacy%20On%20Investment%20Decisions%20

Among%20Savings%20And%20Credit%20Co-

operative%20Societies%20Members%20In%20Nairobi.pdf?sequence=1&isAllowe

d=y 

Muhoro, D. I., & Mungai, J. (2018). Real time gross settlement and financial performance 

of commercial institutions in Kenya. International Academic Journal of Economics 

and Finance, 3(1), 110-122. 

https://www.iajournals.org/articles/iajef_v3_i1_110_122.pdf 

Mustapha, S. A. (2018). E-Payment technology effect on bank performance in emerging 

economies–evidence from Nigeria. Journal of Open Innovation: Technology, 

Market, and Complexity, 4(4), 43. https://www.mdpi.com/2199-8531/4/4/43 

Nepal, T. K. (2021). An overview of threats to traditional ecological knowledge. J Res 

Hum Soc Sci, 9(11), 01-04. https://www.researchgate.net/profile/Tej-Nepal-

2/publication/356287546_An_Overview_of_Threats_to_Traditional_Ecological_K



 

82 

 

nowledge/links/6195159807be5f31b78ecf9a/An-Overview-of-Threats-to-

Traditional-Ecological-Knowledge.pdf 

Ngumi, P. M. (2014). Effect of bank innovations on financial performance of commercial 

banks in Kenya [Doctoral Thesis, Jomo Kenyatta University of Agriculture and 

Technology]. Kenya.  http://ir.jkuat.ac.ke/handle/123456789/1238 

Ngumo, K. O. S., Collins, K. W., & David, S. H. (2020). Determinants of financial 

performance of microfinance institutions in Kenya. arXiv preprint 

arXiv:2010.12569. https://arxiv.org/abs/2010.12569 

Njeru, M. D., Njeru, A., & Ondabu, I. T. (2015). Effect of loan repayment on financial 

performance of deposit taking Saccos in Mount Kenya Region. International 

Journal of Innovation and Applied Studies, 10(4), 1238-1244. 

http://repository.embuni.ac.ke/bitstream/handle/embuni/3984/Effect%20of%20Loa

n%20Repayment%20on%20Financial%20Performance%20of%20Deposit%20Taki

ng%20SACCOs%20in%20Mount%20Kenya%20Region.pdf?sequence=1&isAllow

ed=y 

Njoroge, K. K. (2017). Effect of supply side characteristics on uptake of loans on 

commercial banks in Kenya: Case study of listed banks in Kenya [Master’s Thesis, 

KCA University). Kenya. 

https://repository.kcau.ac.ke/bitstream/handle/123456789/247/Njoroge-

Effect%20Of%20Supply%20Side%20Characteristics%20On%20Uptake%20Of%2

0Loans%20On%20Commercial%20Banks%20In%20Kenya%20Case%20Study%2

0Of%20Listed%20Banks%20In%20Kenya.pdf?sequence=1&isAllowed=y 

Njoroge, L. K. (2017). The Financial Trilemma and Macroeconomic Instability: Empirical 

Evidence from Kenya. https://d1wqtxts1xzle7.cloudfront.net/73568255/798-

libre.pdf?1635141814=&response-content-disposition=inline%3B+filename%3D 

Nugroho, Y., & Saritas, O. (2009). Incorporating network perspectives in foresight: A 

methodological proposal. Foresight, 11(6), 21-41. 

https://www.emerald.com/insight/content/doi/10.1108/14636680911004948/full/ht

ml 

Nurfadilah, D., Samidi, S., & Subagja, I. K. (2018). A Service Quality of Islamic 

Microfinance Institutions in Indonesia: An Importance-Performance Analysis 

Approach. Tazkia Islamic Finance and Business Review, 12(1). 

https://www.ceeol.com/search/article-detail?id=992476 

Odero, R. O., & Mutswenje, V. S. (2021). Capital structure and financial performance of 

microfinancial institutions in Nairobi City County Kenya. International Academic 

Journal of Economics and Finance, 3 (7), 308, 328, 2. 

http://www.iajournals.org/articles/iajef_v3_i7_308_328.pdf 

Okello, I. (2016). The effect of electronic retail payment services on financial performance 

of commercial banks in Kenya [Master’s Thesis, University of Nairobi]. Kenya. 

http://erepository.uonbi.ac.ke/bitstream/handle/11295/99045/Okello_The%20Effect



 

83 

 

%20of%20Electronic%20Retail%20Payment%20Services%20on%20Financial%2

0Performance%20of%20Commercial%20Banks%20in%20Kenya.pdf?sequence=1

&isAllowed=y 

Okiro, K., & Ndungu, J. (2013). The impact of mobile and internet banking on 

performance of financial institutions in Kenya. European scientific journal, 9(13), 

164-161. https://core.ac.uk/download/pdf/236418215.pdf 

Ondeyo, R. (2018). The Effect of Digital Innovations on the Financial Performance of the 

Banking Industry in Kenya [Master’s Thesis, University of Nairobi]. Kenya. 

http://erepository.uonbi.ac.ke/handle/11295/163212 

Ongore, V. O., & Kusa, G. B. (2013). Determinants of financial performance of 

commercial banks in Kenya. International journal of economics and financial 

issues, 3(1), 237-252. https://dergipark.org.tr/en/pub/ijefi/issue/31956/351900 

Orodho, A. (2012). Elements of Educational and Social Science Research Methods (2nd 

ed.). Kenezja Publisher.  

Otieno, S., Nyagol, M., & Onditi, A. (2016). Empirical Analysis on Relationship between 

Liquidity risk management and financial performance of microfinance institutions 

in Kenya. Research Journal of Finance and Accounting, 7(5), 126-151. 

http://ir.jooust.ac.ke/bitstream/handle/123456789/8902/Otieno_Empirical%20analy

sis%20on%20relationship%20between%20Liquidity%20risk%20management%20

and%20financial%20performance%20of%20microfinance%20banks%20in%20Ke

nya.pdf?sequence=1&isAllowed=y 

Oyugi, M. O., Odenyo, V. A., & Karanja, F. N. (2017). The implications of land use and 

land cover dynamics on the environmental quality of Nairobi City, Kenya. 

American Journal of Geographic Information System, 6(3), 111-127. 

https://d1wqtxts1xzle7.cloudfront.net/75905352/The_Implications_of_Land_Use_a

nd_Land_Cover_Dynamics_on_the_Environmental_Quality_of_Nairobi_City_Ken

ya-libre.pdf?1638932926=&response-content-

disposition=inline%3B+filename%3D 

Pooja, M., & Balwinder, S. (2017). An analysis of Internet Institutions offerings and its 

determinants in India. Internet Research, 20(1), 87-106. 

https://www.emerald.com/insight/content/doi/10.1108/10662241011020851/full/ht

ml?queryID=59%2F5414275 

Radcliffe, D., & Voorhies, R. (2012). A digital pathway to financial inclusion, 1-17.   

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2186926 

Remer, L., & Kattilakoski, H. (2021). Microfinance institutions’ operational self-

sufficiency in sub-Saharan Africa: empirical evidence. International Journal of 

corporate social responsibility, 6(1), 1-12. 

https://jcsr.springeropen.com/articles/10.1186/s40991-021-00059-5 



 

84 

 

Rogers, E. M. (1995). Lessons for guidelines from the diffusion of innovations. The Joint 

Commission journal on quality improvement, 21(7), 324-328. 

https://www.jointcommissionjournal.com/article/S1070-3241(16)30155-9/pdf 

Sakari Soininen, J., Puumalainen, K., Sjögrén, H., Syrjä, P., & Durst, S. (2013). 

Entrepreneurial orientation in small firms–values-attitudes-behavior approach. 

International Journal of Entrepreneurial Behavior & Research, 19(6), 611-632. 

https://www.emerald.com/insight/content/doi/10.1108/IJEBR-10-2012-

0106/full/html 

Santos-Vijande, M. L., López-Sánchez, J. Á., Loredo, E., Rudd, J., & López-Mielgo, N. 

(2022). Role of innovation and architectural marketing capabilities in channelling 

entrepreneurship into performance. Journal of Innovation & Knowledge, 7(2), 

100174. https://www.sciencedirect.com/science/article/pii/S2444569X22000142  

Saunders, B., Kitzinger, J., & Kitzinger, C. (2015). Anonymising interview data: 

Challenges and compromise in practice. Qualitative research, 15(5), 616-632. 

https://journals.sagepub.com/doi/full/10.1177/1468794114550439 

Sheikh, M. A., Abelsen, B., & Olsen, J. A. (2014). Role of respondents’ education as a 

mediator and moderator in the association between childhood socio-economic 

status and later health and wellbeing. BMC Public Health, 14, 1-15. 

https://link.springer.com/article/10.1186/1471-2458-14-1172 

Shekhar, S., & Verma, H. (2018). Journey of Regional Rural Banks in Financial Inclusion. 

International Journal of Academic Research & Development (IJAR&D), 4(2), 96-

103. https://www.researchgate.net/profile/Anita-Singh-

4/publication/332866676_Leadership_and_Innovation_A_Gap_in_Aspiration_and

_Execution/links/5ccecf7092851c4eab83c53f/Leadership-and-Innovation-A-Gap-

in-Aspiration-and-Execution.pdf#page=99 

Siam, A. Z. (2016). Role of the electronic Institutions services on the profits of Jordanian 

institutions. American Journal of Applied Sciences, 1999-2004. 

https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=4bf7ca75af5d4e

9dc285caf52daad9a9ea49d589 

Silva, A. C., & Chávez, G. A. (2015). Microfinance, country governance, and the global 

financial crisis. Venture Capital, 17(1-2), 191-213. 

https://www.tandfonline.com/doi/full/10.1080/13691066.2015.1021032 

Spielman, D. J., Ward, P. S., Kolady, D. E., & Ar‐Rashid, H. (2017). Public incentives, 

private investment, and outlooks for hybrid rice in Bangladesh and India. Applied 

Economic Perspectives and Policy, 39(1), 154-176. 

https://doi.org/10.1093/aepp/ppw001  

Ssekiziyivu, B., Mwesigwa, R., Joseph, M., & Nkote Nabeta, I. (2017). Credit allocation, 

risk management and loan portfolio performance of MFIs—A case of Ugandan 

firms. Cogent Business & Management, 4(1), 1374921. 



 

85 

 

https://www.tandfonline.com/doi/epdf/10.1080/23311975.2017.1374921?needAcce

ss=true 

Taber, K. S. (2018). The use of Cronbach’s alpha when developing and reporting research 

instruments in science education. Research in science education, 48, 1273-1296. 

https://link.springer.com/article/10.1007/s11165-016-9602-2 

Tan, K. H., Ji, G., Lim, C. P., & Tseng, M. L. (2017). Using big data to make better 

decisions in the digital economy. International Journal of Production Research, 

55(17), 4998-5000. 

https://www.tandfonline.com/doi/full/10.1080/00207543.2017.1331051 

Tidd, J., & Thuriaux‐Alemán, B. (2016). Innovation management practices: cross‐sectorial 

adoption, variation, and effectiveness. R&D Management, 46(S3), 1024-1043. 

https://onlinelibrary.wiley.com/doi/full/10.1111/radm.12199 

Turner, S. L., Forbes, A. B., Karahalios, A., Taljaard, M., & McKenzie, J. E. (2021). 

Evaluation of statistical methods used in the analysis of interrupted time series 

studies: a simulation study. BMC medical research methodology, 21(1), 1-18. 

https://bmcmedresmethodol.biomedcentral.com/articles/10.1186/s12874-021-

01364-0 

Wagner, A. (2013). Robustness and evolvability in living systems. Princeton university 

press.  

Wang, Y., Shi, S., Chen, Y., & Gursoy, D. (2019). An examination of market orientation 

and environmental marketing strategy: the case of Chinese firms. The Service 

Industries Journal, 39(15-16), 1046-1071. 

https://www.tandfonline.com/doi/full/10.1080/02642069.2018.1551370 

Wang, Z., Cui, L., Guo, W., Zhao, L., Yuan, X., Gu, X., & Huang, W. (2022). A design 

method for an intelligent manufacturing and service system for rehabilitation 

assistive devices and special groups. Advanced Engineering Informatics, 51, 

101504. 

https://www.sciencedirect.com/science/article/abs/pii/S1474034621002536  

Wangui, M., & Nzuki, D. (2021). The Effect Of Electronic Money Transfer Systems On 

The Financial Performance Of Financial Institutions In Kenya (Case Study Of 

Sumac Deposit Taking Microfinance Ltd). International Research Journal of 

Business and Strategic Management, 2(1), 50-56. 

https://www.irjp.org/index.php/irjbsm/article/view/16/26 

Wanjiku, N. G. (2020). Technological Banking Innovations and Financial Inclusion by 

Commercial Banks in Nairobi City County, Kenya [Master’s Thesis, Kenyatta 

University]. https://ir-

library.ku.ac.ke/bitstream/handle/123456789/21525/Technological%20Banking%2

0Innovations%20and%20Financial%20Inclusion....pdf?sequence=1&isAllowed=y 

Wanyonyi, K. S., & Ngaba, D. (2021). Digital Financial Services and Financial 

Performance of Savings and Credit Cooperative Societies in Kakamega County, 



 

86 

 

Kenya. International Journal of Current Aspects in Finance, Institutions and 

Accounting, 3(1), 9-20. 

https://journals.ijcab.org/journals/index.php/IJCFA/article/view/177 

Wieneke, A. (2016). Better financial innovation via innovative finance of supervisors. 

Economic Papers: A journal of applied economics and policy, 35(1), 16-23. 

https://onlinelibrary.wiley.com/doi/full/10.1111/1759-3441.12124 

World Bank (2017). World Development Report 2017: Governance and the Law. 

https://elibrary.worldbank.org/doi/epdf/10.1596/978-1-4648-0950-7 

World Economic Forum (2018). World Economic Forum. 

https://www.vajiraoinstitute.com/pdf/2018/27-02/Eco-Index.pdf 

Yin, R., & ZhengZheng, L. (2016). How commercial institutions implement financial 

innovations- A case from retail operation of the Institution of China. 

http://www.myacme.org/ACMEProceedings09/p22.pdf 

Zeller, M., & Meyer, R. L. (Eds.). (2002). The triangle of microfinance: Financial 

sustainability, outreach, and impact. Intl Food Policy Res Inst.  

Zikmund, W. G., Babin, B. J., Carr, J. C., & Griffin, M. (2010). Business research 

methods: Sampling design and sampling procedures. Library of Congress. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

87 

 

APPENDICES 

 

APPENDIX I: Questionnaire 

 

SECTION A: General Information 

1. Name of your MFI (optional): 

.................................................... 

 

2. Gender 

Male [   ] Female [  ] 

 

3. For how long have you been a working in the MFI?   

a) Less than 5 years     (  ) 

b) 5 to 10 years              (  ) 

c) 10 to 15 years            (  ) 

d)  Over 15 years         (  ) 

            3. What is your highest level of education qualification?   

a) Post graduate level                   (   )  

b) University                                 (   )  

c) Tertiary College                        (   ) 

4. Does your MFI has any notable process innovations? 

Yes (  ) 

No  (  ) 
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SECTION B: Process Innovations and Financial Performance 

a) Remote Data Processing on Financial Performance 

On a scale of 1 to 5 where; 

1 – Strongly disagree, 2 – Disagree, 3 – Neither agree nor disagree, 4 – Agree, 5 – Strongly 

agree. Give the effect of the following statements on remote data processing. 

 STATEMENT 1 2 3 4 5 

a Institutions have automated their 

processes to enhance operation 

     

b Account opening and operating has 

been automated 

     

c The MFIs loan origination can be 

done remotely by the customers 

 

 

    

d The customers can remotely check 

account balances 
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b) Digital Cards on Financial Performance 

On a scale of 1 to 5 where; 

1 – Strongly disagree, 2 – Disagree, 3 – Neither agree nor disagree, 4 – Agree, 5 – Strongly 

agree. Give the effect of the following statements on digital cards. 

 STATEMENT 1 2 3 4 5 

a Digital cards have attracted 

more retail depositors for the 

institution 

 

     

b The MFI offers debit cards to 

its customers 

     

c The MFI offers credit cards to 

the customers  

 

 

    

d The MFI customers are 

incentivized to use prepaid 

cards 
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c) Point of Sale Terminal on Financial Performance 

On a scale of 1 to 5 where; 

1 – Strongly agree, 2 – Agree, 3 – Neither agree nor disagree, 4 – Disagree, 5 – Strongly 

disagree. Give the effect of the following statements on point of sale terminal. 

 Statement 1 2 3 4 5 

a ATMs have enabled customers to 

access their deposits with ease 

     

b The MFI has sufficient POS 

infrastructure 

     

c The MFI has put in place security 

measures on point of sale 

transactions 

 

 

    

d The costs of transactions using point 

of sale process has been set low 
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d) Real Time Gross Settlement on Financial Performance 

On a scale of 1 to 5 where; 

1 – Strongly disagree, 2 – Disagree, 3 – Neither agree nor disagree, 4 – Agree, 5 – Strongly 

agree. Give the effect of the following statements on real time gross settlement. 

 Statement 1 2 3 4 5 

a The MFI provides inter-institution 

transfers  

     

b There is inter-institution settlement 

in the MFI 

     

c The MFI uses RTGS to minimize 

risk related to high value payment 

settlements 
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APPENDIX II: List of Microfinance Institutions in Nairobi County 

1. Caritas Microfinance Institution Limited 

2. Century Microfinance Institution Limited 

3. Key Microfinance Institution Limited 

4. Daraja Microfinance Institution Limited 

5. Faulu Microfinance Institution Limited 

6. Kenya Women Microfinance Institution PLC 

7. Rafiki Microfinance Institution Limited 

8. SMEP Microfinance Institution Limited 

9. Sumac Microfinance Institution Limited 

10. U & I Microfinance Institution Limited 

11. Uwezo Microfinance Institution Limited 

12. Maisha Microfinance Institution Ltd 
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APPENDIX III: RESEARCH PERMIT 


