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ABSTRACT

This study examines the effect of financial innovations on financial inclusion within
Microfinance Institutions (MFIs) in Gulu District, Uganda, which is home to a total of three
MFTIs. The research addresses the pressing issue of limited access to financial services among
underserved populations in this region. Specifically, the study investigates the effects of
agency banking services, Automated Teller Machines (ATMs), mobile financial services, and
digital payment systems on enhancing financial inclusion. The objectives of this study are to
explore how these financial innovations contribute to improving access to financial resources
and to analyse the barriers that hinder their effective implementation. A4deSeriptive research
design was employed, targeting all three MFIs in Gulu District. Data“was, colleeted using a
self-administered questionnaire, achieving a response rate of 94%. The,collected data was
organized, summarized, and analysed statistically to assess the relationship between financial
innovations and financial inclusion. Findings indicate, thatdmobile “financial services were
highly rated by respondents, demonstrating a significant pesitive effect on financial inclusion
within MFIs in Gulu District. In contrast, ATMs‘showed limited effectiveness in enhancing
access due to low usage rates and accessibility ‘challenges. The study concludes that while
certain financial innovations have effectivelyjimproved access to financial resources, others
require further development and sttategic dutreach to maximize their potential benefits. This
research underscores the urgent'heed fortatlored interventions that address specific barriers
to financial inclusion in_Gulu District. By providing actionable insights, it aims to inform
policymakers and practitionerson enhancing the effectiveness of financial services for
underserved populations. The findings highlight the importance of understanding local

contexts andd@dapting innovations to meet the needs of all community members effectively.
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OPERATIONAL DEFINITION OF TERMS

Agency banking services

Automated Teller
Machines (ATMs)

Financial Inclusion

Financial innovation

Mobile financial services

N

»

Agent banking service is a connected to the financial institution or interbank
network with basic functions to users to process client’s access and retrieval of

transactions. (Nabatanzi, 2021).

This is computer-based device that are connected to the interbank network and
basic user functions like access to account and retrieval of money (Bank of

Uganda, 2022)

Financial Inclusion refers to the provision of affordable, and accessible financial
services to the entire population, ensuring that even the unbanked and underserved
segments have access to basic financial services such as b

and savings (Ozili, 2021)

, credit, insurance

Financial innovation is the ability to create, imp stem or process,

products and services within the economy 18)

Mobile financial service refers to virtu ystem that uses mobile

digital platform to facilitate variou and making it easier for

users to have access. (Hendri

11
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CHAPTER 1: INTRODUCTION

1.1 Background of the Study

The relationship between financial innovations and financial inclusion has become a critical
area of focus, particularly in the context of Microfinance Institutions (MFIs) in Gulu District,
Uganda. Financial inclusion is defined as the accessibility, availability, adequacy, awareness,
and affordability of financial services. It plays a vital role in fostering economic growth and
reducing poverty, as highlighted by Aziz and Naima (2021). Access to financial services
enables populations to engage in economic activities more effectively, ensuring timely and

affordable financial support (Qamruzzaman & Wei, 2019; World Bank, 2018).

Globally, technological advancements have significantly influengédythéyfinaneial sector. The
integration of technology has led to innovations that improve doth, the efficiency and outreach
of financial services. Kasozi and Makina (2021) argue that the economic development of both
advanced and developing countries heavily relies @n efficient’financial and technological
systems. This integration has resulted in signifieanttadvancements in areas such as
Automated Teller Machines (ATMs), mobile, financial services, and agency banking, which
have transformed the operational capabilities ‘of, MFIs in Uganda (Aziz & Naima, 2021;
Hendriarto, 2021). Continuous evaluation,and adoption of these innovative tools are essential

for enhancing the effectiveness®f financialinstitutions (Bagyenda, 2017).

In Uganda, financial inglusion, has, become a central topic within the financial sector. The
Bank of Uganda ha$ launched, various programs aimed at expanding access to financial
services, whichenot only, seek to increase financial inclusion but also enhance the sector's
overall contribution te the economy (Eton et al., 2019). Observations during these initiatives
reflect noti¢€able improvements in the quality and availability of financial services for the
population. Thuita (2020) emphasizes that banks and MFIs increasingly focus on making

their services accessible to all segments of society.

Global data supports this trend for instance, the World Bank's Global Findex study revealed
that approximately 50% of the global population holds bank accounts (Shabir & Ali, 2022).
Digital innovations are becoming increasingly prominent, driving improvements in financial
inclusion statistics through the digitalization of the financial sector (Assuming et al., 2019).
The World Bank reported that adult consumers using mobile payment services rose from

61% to 69%, highlighting the growing adoption of mobile money services and other digital
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innovations in financial markets (World Bank, 2018). Otoo et al. (2018) similarly noted that
25% of Africa's population gained access to formal financial institutions due to these

advancements.

Regionally, product innovations in financial services are viewed as enhancing service
delivery efficiency. In Uganda specifically, financial inclusion is considered a key indicator
of growth within the sector (Ntaukira et al., 2021). Over the past decade, there has been a
significant increase in Ugandans accessing formal financial services, an analysis conducted
between 2006 and 2016 showed this upward trend (Akileng et al., 2018). One major catalyst
for this growth has been mobile money services introduced by Vodafeme\in 2007 with
products like M-Pesa, MoMo, and Orange Money. These innoyations have) facilitated

banking for previously unbanked populations across East Africa (Maliwiehi ethal., 2021).

Microfinance institutions have played a critical role in promotingsfinancial inclusion among
low-income individuals and small businesses by offering tailoredfinancial products such as
microloans and savings accounts. They help bridge the gap between traditional banking
systems and underserved communities. Globally, MFls, have increasingly adopted digital
innovations like mobile banking platforms, to“expand their outreach. In East Africa, MFIs
have embraced mobile money and' agency“banking to improve service delivery while
reducing operational costs. Initiatives lTike Uganda's National Financial Inclusion Strategy
have encouraged MFIs to, ing¢orperate technology-driven solutions to enhance access to

finance across the countri

Despite these advancements, significant challenges persist in Gulu District. Barriers such as
limited awaréness of avatlable services, low technological literacy rates, and inadequate
infrastructurefer digital transactions continue to hinder progress and many residents remain
unbanked or @mderbanked due to these challenges. This underscores the importance of
investigating how financial innovation has influenced the MFIs' operations in Gulu District to

overcome these barriers and improve access to finance for all community members.

1.1.1 Financial Inclusion

Financial inclusion, a vital catalyst for sustainable economic development, refers to the
availability, accessibility, affordability, and adequacy of financial services to all segments of
the population. This construct underscores not only access but also the effective usage of

financial resources in a way that supports economic resilience, growth, and equity (Eton et

2
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al., 2021). At its core, financial inclusion enables individuals and businesses to utilize formal
financial products such as banking, credit, savings, and insurance to improve their economic

well-being and manage risks (Demirgilic-Kunt et al., 2018).

The dimensions of financial inclusion accessibility, affordability, and adequacy—reflect
different aspects of financial engagement. Accessibility examines the ease with which
individuals reach financial services, while affordability assesses the financial strain of
utilizing these services. Adequacy speaks to the degree to which financial services meet the
needs of users, particularly for underserved segments such as rural, low-income, and

marginalized populations (Witts & Kessy, 2021).

Global progress in financial inclusion has shown that as of 2021, “@pproXimately 76% of
adults worldwide held an account at a financial institution effused ' mobile money services
(World Bank, 2021). This increase in accessibility highlights signifieant advancements in the
reach of formal financial services. However, roughly 24% of adults remain unbanked due to
persistent barriers related to affordability, availability, and infrastructural limitations. Studies
show that countries with lower financial gerviee eosts exhibit higher rates of financial
inclusion. For instance, in countries where'the cost'of opening an account is less than 1% of
income per capita, account ownership rates are'significantly higher than in countries with

higher costs (Demirgiic-Kunt etaal., 2018):

Financial inclusion is nogyonlysan‘end'in itself but also serves as a means to broader economic
benefits. It contributés te, economic growth by enabling individuals to securely save, invest in
business or edugation, and better manage risks, all of which are essential to poverty reduction
and economic empowerment. Inclusive financial systems further promote social equity by
empoweringlhistorieally marginalized groups, such as women and rural communities, to
participate actively in the economy (Eton et al., 2021). Gender disparities remain, as global
data indicates that women are approximately 9% less likely than men to hold a bank account,
underscoring the need for gender-specific financial services and targeted interventions
(World Bank, 2021). The development of community banking initiatives and tailored
financial products for women has shown potential in narrowing this gap, improving both

access and utilization for underserved populations.

In low-income and developing countries, technological advancements, particularly digital and

mobile financial innovations, have proven transformative in extending financial services to



St. Paul’s University Repository

remote and underserved regions. For example, mobile money services, as seen with Kenya’s
M-Pesa, have been instrumental in expanding financial inclusion by reaching previously
unbanked individuals. By 2020, over 70% of adults in Kenya reported using mobile money,
illustrating the role of technology in improving both the accessibility and usage of financial
services (World Bank, 2021). However, rural regions continue to lag in usage due to limited
digital literacy and internet infrastructure, highlighting the need for complementary financial

literacy initiatives.

Uganda presents a microcosm of the global financial inclusion landscape, Despite recent
gains, where approximately 13 million out of 42 million Ugandans now haveyaccess to formal
financial services, significant gaps remain, particularly in rural aseastlike Gulu District.
Research highlights that while agency banking has increased ‘access, in“urban centers,
infrastructural challenges in rural areas limit its reach (Kasekende, 2020). Addressing these
barriers requires a focus on enhancing affordability, exténding mfrastructure, and promoting
digital literacy in underserved regions. Notably, coumtries with inclusive financial systems
and proactive regulatory support experience greater financial engagement and resilience in

their economies (Witts & Kessy, 2021).

Moreover, financial inclusion has fat=reéaching economic implications. The McKinsey Global
Institute estimates that advancing financial’inclusion could add up to $3.7 trillion to Global
Domestic Product (GDP) by, 2025, ‘emphasizing the economic potential of inclusive financial
systems (McKinsey Global, Institute, 2020). The disparity between account ownership and
active utilization indicates that beyond providing access, it is essential to foster regular usage

of financial preducts threugh consumer education and engagement.

In conclusion, while“significant strides have been made toward financial inclusion globally,
challenges remain regarding affordability, accessibility, and effective utilization. Continued
efforts to innovate financial products, expand digital infrastructure, and promote financial
literacy are crucial to ensuring that financial inclusion can fulfil its potential as a driver of

equitable economic development.

1.1.2 Financial Innovations

According to Akkaya (2019) financial innovations encompass viable solutions to financial
challenges, including strategies, production methods, and innovative financial instruments.

Moreover, research has shown that financial innovations involve the advancement of

4
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technical financial institutions, which have streamlined financial transaction processes
(Thuita, 2020). Additionally, financial innovations refer to the development and promotion of
new financial products, technological advancements in finance, as well as the evolution of
financial institutions and markets. Due to financial innovations there has been an improved

financial system and also the accessibility has highly been enhanced (Pompella & Costantino,

2021)

Innovative forces have driven the global financial system toward broader financial inclusion.
Distinct financial innovations should aim to address issues related to the adequacy and cost of
financial transactions (Pompella & Costantino, 2021). Consequently, polieymakers need to
prioritize inclusive financial innovations that are universally applicable and functienal for the
entire population. This has, arguably, been a central concern for financtahpolieymakers (Kaur

et al., 2022).

The emergence of financial innovations can be attributedito'the population's growing demand
for remote access to financial services through, financial\institutions. Fundamentally, the
objective of financial innovation is to facilitate easier financial intermediation. Recent
research highlights various roles of finan€ial thnowations, including key elements such as
product and process innovations ((Demirgiig=Kunt et al., 2018). Moreover, financial
innovations predominantly focus oh emhancing legal and regulatory frameworks, while

process innovations are spegiticallysaimed at improving operational efficiency.

According to Harveyfénala(2021), the emergence of product innovations is primarily driven
by technological market demands. These demands encompass key elements such as monetary
systems and" financial components, which serve as major catalysts for innovation.
Additionallyg®the “pursuit of long-term solutions for financial transactions through
technological “advancements has significantly spurred innovation (Byegon et al., 2019).
Moreover, circumventive innovations have arisen from the need to alleviate pressures related

to monetary regulatory policies.

Over the past four decades, there has been a slow pace in the development of new financial
products and procedures in many economies (Aziz & Naima, 2021). Increasing market
demands, however, have underscored the urgency to enhance processes by integrating
financial innovations that accommodate emerging technologies. Uganda, in particular, has

experienced a sluggish adoption and integration of technological systems in finance, largely
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due to a decline in innovation levels. Consequently, a market gap has emerged, necessitating
financial innovations to address this, especially in promoting the uptake of Mobile Financial
Services, ATMs, internet payment methods, and agent banking to better meet customer

needs.

1.1.2.1Agency Banking Services

Agency banking services has increased within the East African region, it was mainly
introduced to enhance banking from regions which lacked access to major banks. East
African nations have registered numerous developments in agency bdnking services.
However, the efficacy of agency banking services has been in question‘censidering its
reachability amongst Ugandan population. The introduction of agefigy bamking services was

solely attributed to desire to ease the transaction on key banking orgamizatiens

This variable will aim to ascertain the relationship in which accessibility of banking services
have been improved within the population as a resultyef inovations. Therefore, as part of the
analysis the study will shade light on the efficiéncy associated with use of agency banking

services.

1.1.2.2 Automated Teller Machine$

ATMs innovations play a significant @ele in pivoting the economy's financial sector.
Financial inclusion has highlyy resulted in adoption of technology related innovations.
Following the introduction, the, ATMs services have provided 24-hour financial services.
However, the rate of useihas continued to be comparatively lower than anticipated. Being a
third world codntry Ugandan population has highly encountered technological literacy in the
event of thie'tolloutyofATM such has contributed greatly to low utilization of ATM. Further,
inaccessibility, of) the ATM services has highly been witnessed in Uganda from lowly

delocalised banking services across the country (Nanyanzi et al., 2021).

Based on Bank of Uganda Financial Data Statistics, it was noted that when the ATM was
launched in 2017, there was significant growth in installation, usage, transaction volume and
value. ATM usage has spread across the country, totalling about 956 by the end of June 2019,
with about 40% concentrated in Kampala, with the remaining 60% evenly distributed among
the major upcountry towns (Bank of Uganda, 2022). As part of the study variable the study
will mainly focus on analysis of effects of ATMs innovations on the financial inclusion. To

ascertain the existing uptake and consumption of ATM related services.

6
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1.1.2.3Mobile Financial Services and Digital Payment Services

Mobile financial services and digital payment platforms are essential tools in extending
financial inclusion, particularly in underserved and remote areas. These innovations have
significantly transformed financial service delivery, enabling seamless access to a range of
financial activities, such as peer-to-peer transfers, bill payments, savings, credit, and
investments, through digital and mobile channels. By leveraging technology, these services
address common barriers to traditional banking, such as geographic limitations, high costs,
and low transaction volumes, which are prevalent in rural and low-income areas (Eton et al.,

2021).

Mobile financial services are particularly effectful in emerging ecehomies, where access to
brick-and-mortar financial institutions is limited. Mobile platforms-allow, users to complete
essential financial transactions via mobile devices, thus expanding financial access without
requiring physical bank branches. The case of M-Pesagin K€nyaywhere over 70% of adults
utilized mobile money by 2020, demonstrates hew iobile ‘solutions can extend financial
access at scale (CGAP, 2020). The growing adoptiomyof mobile services also indicates an
increasing acceptance and demand for digitalysolutions across varied demographic groups,

particularly those previously excludedgfrom traditional banking systems.

Digital payment services furthefycomplement mobile financial services by offering a range of
options, including online banking,ndebit and credit cards, and internet-enabled payment
applications. These platforms facilitate quick, secure, and efficient transactions that support
financial inclusion goals by minimizing the need for cash and reducing the risks associated
with cash hamdling. Forjexample, in Uganda, digital payment platforms have expanded
beyond urban centers,penabling customers to pay bills, access savings accounts, and even
transfer funds,actoss borders. However, access to these services in rural regions remains

constrained by low internet penetration and limited digital literacy (Bank of Uganda, 2021).

Both mobile and digital payment platforms contribute to the broader framework of financial
inclusion by enhancing accessibility and usability. They facilitate real-time transactions and
offer convenience, affordability, and security. Key factors in ensuring that financial services
are inclusive and equitable. Furthermore, they bridge the gap between financial institutions
and the unbanked population, allowing users to engage in a more comprehensive range of

financial activities (Demirgili¢c-Kunt et al., 2018).
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Despite their benefits, mobile financial and digital payment services face challenges related
to infrastructure, digital literacy, and regulatory frameworks. In many rural areas, limited
internet connectivity and low levels of digital literacy hinder the effective adoption of these
services. Addressing these challenges through regulatory support and investment in
infrastructure is essential to broaden financial inclusion, particularly for marginalized groups.
Additionally, promoting financial literacy initiatives that focus on digital and mobile
platforms will enhance user confidence and engagement, thereby increasing active utilization

of these services (Witts & Kessy, 2021).

1.1.3 Financial Innovations on Financial Inclusion

Arguably, an increase in digital financial innovations, translate to @subsequent‘increase in
financial inclusion (Grohmann et al., 2018). Financial inn@vationsy have led to the
introduction of key elements, such as mobile banking, which“have endbled unrestricted access
to financial services. This increased access has, in tarn,significantly improved financial
inclusion within society (Demirguc-Kunt et al., 2018)-"Analytically, financial innovations aim
at insight into evolution and progression on teghniquesiand instruments to efficiently provide
adequate financial service to the publicgAkileng, (2018). Qamruzzaman and Wei (2019)
explored the financial inclusion in temms of how accessible and usable financial services are,
emphasizing the importance of affordability,in expanding access to financial resources. They
highlighted that increasing the,afferdability of financial products enhances their accessibility

and utilisation by broader segments of the population.

In Akileng's (2018) study, the cffectiveness of financial innovations is demonstrated by their
capacity to improve finamcial systems within the economy. Financial innovations have
significanfly?enhaneedy various aspects of the global financial sector, including the rapid
processing of, transactions and problem-solving abilities, leading to improved access to
financial inclusion data (Aliyev, 2021). Moreover, increased access to less restrictive
financial services, such as bank savings, has notably empowered individuals to engage in
business activities, which in turn has enhanced their overall economic productivity and
disposable income (Allen et al., 2017). Additionally, a study on financial inclusion in Nigeria
by Adeleke and Alabede (2021) revealed that financial inclusion has become a critical
development policy in many nations, particularly in emerging economies. However, the rate
at which financial innovations has improved financial institutions particularly in the Uganda

financial sector has been comparatively lower.
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1.2 Statement of the Problem

Digital finance has emerged as a transformative force globally, significantly improving
financial inclusion and offering substantial benefits to both developed and developing
economies (Demirguc-Kunt et al., 2018). However, Uganda faces significant challenges in
effectively implementing digital technology across its diverse population. The existing
infrastructure and systems necessary for ensuring widespread access to digital financial
services are markedly underdeveloped. This situation highlights an urgent need for innovative
financial products that are genuinely inclusive and accessible to all segments of society (Aziz

& Naima, 2021).

As a developing country, Uganda struggles with high poverty rates and insufficient access to
technological services within its financial sector. These obstacles hinderithe nation’s ability
to achieve comprehensive financial inclusion (Hendriasto,, 202195 Moreover, Uganda's
inability to keep pace with rapid global advancementsfinidigital‘finance has resulted in the
country falling behind more technologically advan¢ednations (Eton et al., 2019). Despite the
promise of financial innovations to enhancedmnclusiom, there remains a significant lack of
empirical evidence regarding their effectsqn microfinance institutions (MFIs), particularly in
the context of Gulu District. While existing literature suggests that financial innovations can
yield both positive and negative outeomes; the complexity of these effects is not sufficiently

explored.

Access gaps in Uganda's ‘finan€ial services remain pronounced, particularly concerning
payment systems, savings options, and risk management strategies (Kasekende, 2020). The
Bank of Uganda has reported gradual improvements in financial inclusion, especially in the
provision of services,through both formal and informal channels (Bagyenda, 2017). However,
there is a notable lack of empirical studies examining the specific effects of financial

innovations on financial inclusion among the residents of Gulu.

Currently, around 13 million out of Uganda's 42 million people are reported to have adequate
access to formal financial services. Nevertheless, significant bottlenecks such as an
insufficient number of automated teller machines (ATMs), a shortage of banking agents, and
a limited presence of mobile money agents substantially restrict access to essential banking

services. Alarmingly, while approximately 33% of Ugandans report borrowing from financial
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institutions and informal groups, a striking 72% remain excluded from similar services and

products (Warsame et al., 2021).

The integration of digital financial systems has reshaped the delivery of financial services in
Uganda, helping to mitigate risks associated with access to finance and poverty alleviation
(Mutua, 2018). However, the overall financial inclusion of Ugandans through these digital
systems remains inconsistent, necessitating further investigation into the specific factors

influencing access and usage.

This study intends to address these pressing challenges by providinggstakeholders with
critical insights needed to overcome financial barriers in Uganda. The@esearch'will focus on
analysing the effect of financial innovations including agencygbanking“Services, mobile
financial services, ATMs, and digital payment solutions#®on “financial inclusion, with
particular emphasis on the role of microfinance inStitutionsfin promoting financial

development and growth in Gulu District.

By exploring how these digital innovations affect financial behaviours and accessibility for
users, this study sought to fill the existing, empirieal ‘gap and inform strategies to enhance
financial inclusion. By examininggthe relationship between financial innovations and
microfinance, this study aimed to contributeito the broader discourse on financial inclusion in
Uganda, offering actionable iisights that can improve the effectiveness of financial services

for underserved populatiens.

1.3 Objective of the Stady
1.3.1 General Objective

The key objeetive of the study was to examine the effect of financial innovation on financial

inclusion in micro finance institution in Gulu district, Uganda.

1.3.2 Specific Objectives

1.  To evaluate the effect of agency banking services in financial inclusion within
microfinance institutions in Gulu District, Uganda.
ii.  To analyse the effect of automated teller machines (ATMs) on financial inclusion

in microfinance institutions in Gulu District, Uganda.
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iii.  To assess the effect of mobile financial services on financial inclusion within
microfinance institutions in Gulu District, Uganda.
iv.  To assess the effect of digital payment services on financial inclusion within

microfinance institutions in Gulu District, Uganda

1.3.3 Research Questions

Null Hypotheses for the study

i.  HO: Agency banking services do not have a significant effect on financial
inclusion within microfinance institutions in Gulu District, Uganda.

ii.  HO: Automated teller machines (ATMs) do not have,asignificanp effect on
financial inclusion within microfinance institutions in Gulu Districty Uganda.

iii.  HO: The combined effect of mobile financial seryficesidoes not have a significant
effect on financial inclusion within microfiiance mastitutions in Gulu District,
Uganda.

iv.  HO: The effect of digital payment séryices,does not have a significant effect on

financial inclusion within microfinanee institutions in Gulu District, Uganda

1.5 Significance of the Study

This study is poised to deliver signifi€ant value to various stakeholders, particularly
governmental agencies, policymakers, and financial institution management, by providing
specific, actionable insightsyintoythe relationship between financial innovation and financial
inclusion in Uganda:‘Ihe findings are expected to offer evidence-based recommendations
that can ditgetly informp policy formulation aimed at enhancing financial access for

underserved populations (Nabatanzi, 2021).

For policymakers, the study will provide a detailed analysis of how different financial
innovations such as agency banking services, automated teller machines (ATMs), and mobile
financial services contribute to improving financial inclusion. This information is critical for
developing targeted interventions that can effectively address the barriers faced by low-

income individuals in Gulu District (Demirguc-Kunt et al., 2018).

The management of microfinance institutions will benefit from practical insights regarding
operational strategies and customer engagement practices that can improve service delivery.

By understanding the specific effects of financial innovations on their clients, these
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institutions will be better equipped to tailor their products and services to meet the needs of
their target demographic. This alignment is expected to lead to increased client retention and
satisfaction, ultimately enhancing the financial sustainability of these institutions (Hendriarto,

2021).

Moreover, this research addresses a gap in the existing literature by providing empirical
evidence on the effects of financial innovations within microfinance contexts. This
contribution is valuable not only for current academic discourse but also for guiding future
research endeavours. The study’s findings will serve as a foundational reference, enabling
researchers to build upon this work and explore related areas of finaficial \inclusion and

innovation (Kasekende, 2020).

Additionally, the anticipated insights into operational challenges ‘and user engagement will
foster the digital transformation of the financial seCtor “in “Wganda. The successful
implementation of financial innovations can lead to impteved operational efficiency, reduced
transaction costs, and increased access to finamcial, setviees for underserved populations

(Mutua, 2018).

Ultimately, this study aims to cueate a framework for understanding how financial
innovations can effectively drive, “financial inclusion, thereby enhancing economic
participation and improving the “Oxerall quality of life for individuals in Gulu District. By
specifying these expected, outeomes, the study underscores its practical significance and the
concrete value it inténds, to,deliver to stakeholders invested in advancing financial inclusion

in Uganda.

1.6 Scope'of the Study

This study will"focus on microfinance institutions in Gulu District, Uganda, to examine the
effect of financial innovations on financial inclusion. The research will concentrate on four
primary independent variables: agency banking services, automated teller machines (ATMs),
mobile financial services, and digital payment services. The dependent variable will be
financial inclusion, conceptualized in terms of accessibility, affordability, and adequacy of

financial services available to underserved populations.

A comprehensive conceptual framework will be constructed to delineate the relationships

between the independent and dependent variables, facilitating an understanding of how
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financial innovations can enhance access to essential financial services for marginalized
communities. This framework will help illustrate the pathways through which these
innovations affect financial inclusion outcomes, aligning with previous studies that highlight
the importance of context-specific factors in understanding financial access (Demirguc-Kunt

et al., 2018; Kasekende, 2020).

The temporal scope of this study encompassed the period in the last five years, a crucial
timeframe that captures the rapid evolution and adoption of digital financial services in
Uganda. This period is particularly significant as it reflects both the  challenges and
advancements in financial technology that have emerged in response to thgygrowing demand

for financial inclusion in developing economies (Hendriarto, 2021).

Data for this study was primarily collected through primary sourcesfineluding questionnaires
with stakeholders from microfinance institutions in GulayDistriet. This primary data was
critical for analysing the direct effects of financialtinnovations on financial inclusion.
Additionally, secondary data was used to provide insights and context for the study, drawing
from the Bank of Uganda and other relevamt, studies. (Bank of Uganda, 2022). This
combination of data sources enriched thetstudyybynallowing for a thorough investigation of

trends, effects, and user experiences reégarding financial innovations.

This research seeks to contrbute valuable insights into the dynamics between financial
innovations and financialVinclusion. The findings will not only enhance the current
understanding of finaneialaceess'in Gulu District but also inform policymakers and financial
institutions about effeetive strategies to improve service delivery and promote equitable

financial incl@sion in Uganda.

This study fimdings focused on the Ugandan micro finance institutions within Gulu district,
Uganda. It explored and established the effect of financial innovation on financial inclusion.
The data collected was based on financial inclusion and innovations which supported the

study objective.

1.7 Limitations of the Study

This study acknowledges several limitations that may effect the generalizability and
interpretation of its findings. Firstly, while primary data will be collected through

questionnaires administered to stakeholders in the microfinance sector, the reliance on self-
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reported data may introduce response bias, as participants may provide socially desirable
answers rather than truthful responses. This could skew the results and affect the reliability of

the findings (Grohmann et al., 2018).

Secondly, the study focused exclusively on microfinance institutions in Gulu District,
Uganda. This geographical limitation may restrict the applicability of the results to other
regions or types of financial institutions, as financial inclusion dynamics can vary
significantly across different contexts (Eton et al., 2021). Consequently, the findings may not

reflect the broader landscape of financial inclusion across Uganda or other countries.

Additionally, the temporal scope of the study, which spans the last fi ars,smay overlook

earlier developments in financial innovation that could provid rtant, context. Rapid

advancements in technology and financial services during thi so result in a lag

cial’i aya, 2019).
financial inclusion, which

tisfaction, trust, and the overall

in capturing the full effect of these innovations on finan

Lastly, the study primarily focused on quantitati
may not fully capture qualitative aspects such e
user experience with financial services. ch could benefit from integrating

qualitative approaches to provide a nderstanding of the factors influencing

»

N

financial inclusion.
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CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

This chapter examined the literature review, provided a summary of the research gaps, and

outlined the conceptual framework of the study.

2.2 Theoretical Review

This provided a guided theoretical proposition of the relevant theory and how they link
variables in the study. The study findings were guided by Schumpeter Theory,of Innovations,
Agency Theory, and Diffusion of Innovations theory which supported thérelationship among
the variables of the study.

2.2.1 Schumpeter Theory of Innovations

Since the 1930s, during the era of the industrial rewolution, Jeseph Schumpeter (1939)
developed the Theory of Innovations, positing, ‘that‘)economic growth is driven by
technological innovation. Schumpeter observed, that ‘mnovations occur through the
introduction of new products, processes, methodsjmarkets, and resources, all of which alter
production capabilities within firms. He emphasized that financial innovations are pivotal for
economic development, as evidenced by the,introduction of diverse financial instruments and
alternative fund transfer meehanisms that improve financial intermediation in various

economies.

Schumpeter (1939) “envisioned that "innovation symmetry", the balanced and continuous
introduction of imhovations can lead to sustained business and economic development. Within
this framework, theifinancial sector is viewed as a dynamic field where new technologies and
innovations emerge continuously. This theory highlights entrepreneurship as a core driver of
innovation, with entrepreneurs seeking new opportunities to add value to the economy
(Kariuki, 2022). Schumpeter distinguishes between invention and innovation, proposing that
while inventions create new concepts, innovations bring these concepts into practice, thereby
fuelling growth in a self-propagating system (Nyaga, 2024). According to this theory,
innovations arise from institutions or individuals willing to take calculated risks, driving

continuous industry advancement.

15



St. Paul’s University Repository
The Theory of Innovations presumes that innovations, once accepted, effect all levels of an

institution, improving efficiency, competitiveness, and service delivery. In the context of this
study, financial innovations specifically ATMs, agency banking services, mobile financial
services, and digital financial services are viewed as essential to advancing financial
inclusion. These innovations provide affordable, accessible, and timely solutions for
underserved populations, thereby transforming financial service delivery. The theory’s
relevance to this study lies in its capacity to frame the observed development of these
financial innovations and their effects on financial inclusion. By examining both past and
present advancements, the theory underscores how innovations like ATMs, agency banking,
mobile financial services, and digital payments contribute to finafdeial inclasion within

microfinance institutions (MFIs) in Gulu District, Uganda.

2.2.2 The Agency Theory

Agency Theory, developed by Jensen and Meckling, int1976, feecuses on the principal-agent
relationship, particularly the asymmetry that asises, when, a principal e.g., a shareholder
delegates tasks to an agent for examplea managetmwho may have different goals or access to
information (Jensen & Meckling, 1976). AgencyyTheory primarily examines the interactions,
motivations, and behaviours within organizations, providing insights into how financial
institutions operate and how agents perform their roles in the work environment (Nyaga,
2024). The theory is widely, appliedyinffinancial studies to analyse institutional performance,

especially regarding innQvations,in service delivery and organizational structure.

Agency Theory,is valuable for identifying challenges that arise in business, particularly the
issues related“tofinancial innovation in institutions aiming to promote financial inclusion.
Specificallyyfitoffers a framework to understand how financial institutions can effectively
select and use“agents to reach underserved populations. The theory posits two primary
conditions for successful delegation: first, the goals of the principal and agent should align;
second, any conflicts must be resolved through clear communication and incentives to ensure

agents act in the best interest of the principal (Mutua, 2018).

Within this study’s context, Agency Theory is essential for understanding the dynamics of
financial innovations like agency banking services and digital financial services, which
extend financial inclusion by allowing agents to offer accessible and affordable services. By

examining how agents bridge the gap between financial institutions and clients, the study
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uses Agency Theory to evaluate the effectiveness of agency banking and digital financial

services in reaching underbanked populations. Agency Theory thus supports the study’s
analysis of how financial innovations are implemented and maintained through effective

principal-agent relationships (Kariuki, 2022).

The study illustrates how various innovations have continuously influenced the development
of financial inclusion services over time. Using Agency Theory, this research assesses the
effect of financial innovations on financial inclusion within Uganda, examining how well
agency banking and similar services fulfil their roles in expanding access to financial services

in Gulu District.

2.2.3 Diffusion of Innovation Theory

The Diffusion of Innovations Theory, developed by Everett M. Rogers in 1962, examines
how, why, and at what rate new ideas and technologies spread within a society. Rogers’
theory focuses on understanding the processes ¢hrough) which innovations are adopted,
including factors influencing adoption, such asypetecived utility, ease of use, compatibility,
trialability, and observable benefits. Bygjanalysing ‘these factors, the theory provides a
framework to explore how different segmentsyef a population respond to and embrace new

ideas or technologies, including financial'innovations.

In simple terms, Diffusiofief Innovations Theory investigates the way people adopt and
integrate new products, behawviouts, or practices into their lives. Rather than focusing solely
on efforts to persuadejindividuals to adopt change, the theory emphasizes understanding the
characteristic§ ©f innovations that make them more likely to be accepted by target
populations (Stanton, 1963). Rogers et al. (2019) categorize adopters into groups, including
innovators, eawly 'adopters, early majority, late majority, and laggards, to illustrate how
adoption spreads through society in stages, often beginning with a small group and eventually

reaching wider acceptance.

This theory is particularly relevant to financial innovations, as it frames the spread of digital
banking tools such as ATMs, agency banking, mobile financial services, and digital payment
platforms. By applying Rogers’ theory, this study can better understand how innovations in
financial services reach different groups in Gulu District, Uganda, and identify factors that

encourage or hinder their adoption. The theory highlights how features like accessibility,
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affordability, and user-friendliness areintegral to financial innovations in order to facilitate

widespread adoption across various digital platforms, including mobile, online banking, and

other electronic channels (Silber, 1983).

The Diffusion of Innovations Theory supports this study’s examination of financial inclusion
by analysing the rate and extent to which innovations penetrate the market and reach
underserved populations. The study leverages this theory to assess the role of early adopters
and the progressive influence they have on encouraging broader use of financial tools. It
ultimately underscores the significance of innovations like ATMs, agency{banking, digital
payments, and mobile financial services in promoting financial) inclusion among

microfinance institutions (MFIs) in Gulu District, Uganda (Issaias et‘ak, 2021).

2.3 Empirical Review
2.3.1 Agency banking services and Financial Inclusion

Nabatanzi (2021) examined the effect of agency, banking services on financial inclusion in
Mukono Municipality, Uganda, using a cress-Sectional, survey design guided by Agency
Theory. The study employed purposive andysimpletandom sampling, collecting data from a
target population of 85 respondeénts, including bank representatives, managers, and
employees. Multiple regressionsanalysis gevealed a significant positive relationship between
agency banking and finangialjinelusion, with geographic coverage emerging as a strong
predictor (beta = 0.503,3p-valuc — 0.000). Nabatanzi (2021) findings highlight agency
banking as a key “enablerfofifinancial access, particularly in underserved areas where
traditional bankKhinfrastraeture may be limited. However, this study focuses primarily on an
urban muni€ipalityy, 1€éaying a gap in understanding how agency banking affects rural and less
connected regions. The present study sought to fill this gap by investigating agency banking's
role in promoting financial inclusion in the rural district of Gulu, Uganda, where geographic
and technological challenges differ substantially from those in urban centers. This approach
enables a deeper examination of agency banking's scalability and adaptability in reaching

Uganda's most financially marginalized populations.

Njoroge (2021) conducted a study on agency banking and financial deepening in Kenya,
analysing how transaction volume and banking coverage influenced financial service access

across 43 commercial banks and 24 microfinance institutions. The study relied on secondary
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data from the Central Bank of Kenya, covering 2011 to 2020. Findings showed that agency

banking positively correlated with financial deepening, as each unit increase in transaction
volume boosted financial deepening by a factor of 0.493. However, while the study
demonstrates agency banking’s effect on financial activity within Kenya’s formal financial
sector, it does not directly address the inclusion of unbanked or underserved populations—a
core aspect of financial inclusion. By concentrating on microfinance institutions (MFIs) in
rural Uganda, the current study added to the literature by assessing how agency banking can
directly benefit unbanked individuals, contributing to financial inclusion rather than just

deepening existing service utilization.

Nazziwa (2019) explored the adoption and user perceptions of agenéyabanking among Equity
Bank clients in Kampala following the Ugandan government’sgendotsement of agency
banking in 2016. Using a case study design, the study sumwcyed 132°€lients, with an overall
response rate of 61.4%. Results indicated high levels, ofdconfidence and trust in agency
banking, with perceived ease of use and accessibility, Cited'as major factors influencing
adoption. Nazziwa (2019) recommended ehhaneingy these factors to increase agency
banking's appeal and uptake. Althoughthiststudy provides valuable insights into client
perceptions, it is limited to a single®bank imgan urban area, with findings that may not
generalize to rural or underbankedypopulations. In contrast, the current study focused on
multiple MFIs in Gulu Distfiet,"aiming to capture a broader perspective on how agency
banking effects financial,inclusion among the rural unbanked. By examining factors like
accessibility, affordability; andyinfrastructure in a rural setting, the present research offered a
more comprehensive view of agency banking’s potential to enhance financial inclusion

across diverse'geographic and socio-economic contexts.

2.3.2 Digital Payments and Financial Inclusion

Lyimo and Mbesigwe (2022) investigated the role of digital financial services in enhancing
financial inclusion in Tanzania, focusing on offerings such as digital payment systems,
internet banking, and other online services provided by microfinance institutions (MFIs) in
Arusha. Using a descriptive design and a sample of 60 respondents, the study revealed a
strong correlation between digital payment services and financial inclusion, suggesting that
digital platforms can significantly improve service reach and accessibility. While Lyimo and

Mbesigwe’s findings underscore the value of digital payments in expanding financial access,
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their study is limited to an urban Tanzanian context. The current study builds on these

insights by exploring digital payments’ effect specifically in Gulu District, Uganda, a rural
setting where geographic and infrastructural barriers may influence the adoption and
effectiveness of digital financial services in MFIs. By focusing on a rural Ugandan district,
the present study aimed to understand the unique challenges and benefits of digital payments

in areas with limited access to traditional banking infrastructure.

Mutisya and Atheru (2019) examined the influence of digital financial services on financial
performance in Kenya’s banking sector, focusing on the adaptation of eléétronic payment
systems such as ATMs and debit/credit cards. Their findings showed & positive association
between digital banking services and bank performance metrics like féturn‘on investment and
equity. Although this study demonstrates the financial benefits of'digital banking for banks, it
does not specifically address financial inclusion or accessibility.for underserved populations.
The present study filled this gap by examining how “digital “payments affect financial
inclusion, specifically among low-income and ufibanked)populations in rural MFIs. This
focus is critical as MFIs serve a unique clientelegwhose primary concern is access, rather than

the profitability emphasized in Mutisya an@, Atheru's, research.

Hasan et al. (2021) conducted a studyfifinBangladesh on the role of financial literacy and
information accessibility in encouraging ‘the adoption of financial innovations among rural
populations. By using econometriec modecls, they found that financial literacy, combined with
access to digital finamcial information, positively effects household financial management
and reduces barriers toyservice usage. Hasan et al. (2021) findings are relevant to the current
study as they highlight the role of education and digital literacy in facilitating financial
inclusion.\Howevergpwhile their focus is on literacy and informational access, the present
study examinedythe broader effect of digital payment systems within MFIs in Gulu District,
Uganda. This shift in focus allowed the current research to explore how digital payments
themselves beyond literacy programs can act as catalysts for financial inclusion in a low-

resource, rural setting where MFIs are crucial providers of financial services.

Ebong and George (2021) explored the role of digital payments in promoting financial
inclusion as a tool for poverty reduction and economic growth in Uganda. Their study
discusses the effect of various digital services on increasing access to banking and financial

resources, particularly in relation to vulnerable populations. The study supports the idea that
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digital payments can be transformative for financial inclusion by simplifying access to

banking services. The current study extends Ebong and George’s (2021) findings by
specifically investigating how digital payments through MFIs influence financial inclusion in
Gulu District. By focusing on MFIs rather than the general banking sector, this research
highlights the critical role these institutions play in serving low-income and underserved
populations in rural Uganda, offering insights that can inform policy and practice aimed at

overcoming infrastructural and economic barriers to financial inclusion.

2.3.3 Automated Teller Machines and Financial Inclusion

Recheal (2019) examined the effect of ATMs on customer servieemat the United Bank of
Africa (UBA) Kansanga branch in Kampala, focusinggom, time“savings and customer
satisfaction. Using a mixed-methods approach and afisample 0f)92 respondents, Recheal
(2019) found that ATMs positively affected customenexperience by reducing transaction
times and enhancing service availability. Whileytheystudy demonstrates the convenience and
efficiency benefits of ATMs in an urban bank'$etting, it does not directly address their effect
on financial inclusion, particularly fommundersesved populations. The present study builds on
Recheal’s (2019) findings by investigating'the role of ATMs within microfinance institutions
(MFIs) in Gulu District, UgdndajUnlike commercial banks, MFIs cater primarily to low-
income and unbanked individuals)\Thus, the current research aimed to assess how ATMs in
MFIs can expand finaneialinclusion by improving access for rural populations who may lack

regular access t@ banking services.

Kamau and Oluoch (2016) explored the relationship between financial innovations, including
ATMs, and cemmercial bank performance in Kenya, using data from banks listed on the
Nairobi Stock Exchange between 2012 and 2015. Their findings revealed that ATMs and
other digital services contribute significantly to operational efficiency and profitability,
particularly by reducing transaction costs. Although the study illustrates the financial
advantages of ATMs for bank performance, it does not address ATMs’ role in financial
inclusion for underserved populations. In contrast, the current study examines ATMs in the
context of MFIs that serve marginalized populations in rural Uganda, aiming to evaluate

whether these innovations can bridge gaps in access to essential financial services. By
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focusing on accessibility rather than profitability, the present study offered insights into how

ATM technology within MFIs can directly support financial inclusion in underserved regions.

Akileng et al. (2018) investigated the effect of financial innovation on financial inclusion in
Uganda, specifically analysing the role of ATMs and agency banking. The study found that
ATMs contributed significantly to financial inclusion by providing convenient and accessible
service points for both urban and rural populations. According to Akileng et al., the
widespread introduction of ATMs in Uganda has enhanced financial access, with
approximately 80% of the population having access to some form of finaficial innovation.
This study provides essential context for the current research, affirming she“positive role of
ATMs in enhancing financial access. However, while Akileng et ‘ak, (2018) offer a broad
perspective on the role of ATMs nationwide, the present study natzews the focus to MFIs in
Gulu District. This rural-focused approach aimed to asscssythe Specific challenges and
opportunities associated with ATM access in less confiected regions, thereby offering more

targeted insights into financial inclusion within Ugdnda’s raral'MFI sector.

2.3.4 Mobile Financial Services and Finanecial Inclusion

Wieser et al. (2019) investigated the effect ofimobile money agents on financial inclusion in
rural northern Uganda, employingia randomized sampling method across 168 territories.
Their findings indicate that the mtroduction of mobile money agents significantly increases
peer-to-peer transfers and remittance transactions, both of which are essential for financial
inclusion in rural apéasy The study highlights mobile money's role in reducing transaction
costs, improving savings rates, and supporting local economies by positively effecting
agricultural_andpoverty outcomes. Wieser et al.’s research underscores mobile money's
potential togenhance livelihoods in underserved communities, aligning closely with the
current study's‘aim of understanding how mobile financial services in rural areas like Gulu
District can foster financial inclusion. However, while Wieser et al. (2019) focus was on
mobile money as a general service, the present study narrowed the scope to mobile financial
services offered through microfinance institutions (MFIs). This specific focus is intended to
examine how MFIs in Gulu District can leverage mobile services to increase accessibility and

affordability for low-income, rural populations.

Matovu et al. (2021) explored the evolution and adoption of mobile banking systems and

associated security requirements in Uganda, with a case study focused on urban respondents
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in Kampala. The study found that mobile financial services, driven by innovative mobile

devices, have gained widespread acceptance among users, illustrating their influence on
financial inclusion. While Matovu et al. (2021) highlight the role of mobile financial services
in urban areas, their study does not address the unique challenges or infrastructural
limitations in rural regions. The current study sought to fill this gap by investigating mobile
financial services within MFIs operating in Gulu District. By analysing mobile service
adoption in a rural, low-resource context, the present research contributes a nuanced
understanding of the challenges and benefits that MFIs face when implementing mobile

financial services to expand financial inclusion in rural Uganda.

Okello et al. (2018) examined mobile money usage and financidljinclusion, finding that
mobile financial services serve as a foundational tool for increasingsfinancial access in both
urban and rural Uganda. The study revealed that digital payment infovations decentralize
payments, enabling broader financial service consumption and‘higher levels of financial
inclusion across urban and rural areas alike. Adthough)Okello et al. emphasize mobile
money's widespread relevance, they do notdspecifically investigate the role of MFIs in
promoting financial inclusion through mebiletservices.” The current study addresses this by
focusing on MFIs in Gulu District#fand theigsuse of mobile financial services to reach
unbanked rural populations. This rural-focused perspective aimed to deepen understanding of
how mobile financial service$jywhen integrated into MFI offerings, can play a crucial role in

reducing financial exclusion imunderserved regions of Uganda.

2.4 Summary of Literature Review

A number of'studies avere conducted on developed and emerging economies in developing
countries otherithan'Uganda. The research gap of the empirical study with linkage between
financial innovations variables like agency banking services mobile financial services,
ATMs, and digital payment as supported by other researchers as well as conceptual

framework were analysed in this section.

Table 1:Summary of Research Gaps

Variable Author Objective Congczgtual Contextual gap Methodological gap

Acenc Nabatanzi Effects of The study  The study focus  The study will be based

bagnkiny (2021) agency banking  focused on was on micro on multiple regression

service% services on analysis of financial model on key variables.
financial agent institutions  in
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Variable Author Objective Con;;:gtual Contextual gap Methodological gap
transaction
volumes  and
respective
inclusion effect on Uganda.
financial
inclusion in
Uganda.
The study based
Antecedents of The study on Ugandan
agency banking aimed at equity banks
Agency services analysis of  while the curr e stud adopted
banking . incorporation effects of the | Sy P
. Nazziwa . . iptive methodology
services on equity bank trust perceived )
(2019) an used simple
customers on agency coression model
within banking & '
Kampala. services
adoption. a.
specific \ ;
objectives were
to  determine
the level
onhne',. study The study was
versatili at
. done on Kenya
Digital anatysis of and covered a
Payments Mutisya  and digital payment criod of five The study used mixed
Y Atheru (2019) platforms and P research methodology
. years,  namely
its effect on
. from 2011 to
financial
2015
performance
performance
‘ The study the §tudy was
aimed at done in Tanzania
the digital analvsin the to gain a better
financial ysmg understanding of The study adopted the
- . . effect of digital L o
Digital Lyimo and services on . the topic with a descriptive research
) . . financial . ) .
Payments Mbesigwe improving services on larger context in  design with data
(2022) financial ) . terms of collected through
. . . improving . . .
inclusion in . geographic questionnaires
. financial
Tanzania inclusion i Scope such as
. the East Africa
Tanzania .
region
Mobile Wieser et al. The effect of The study The study was The case study approach
Financial (2019) introducing aimed at based on was used with
Services mobile money analysis of Ugandan mobile randomized  sampling
agents in rural social effects of money user method with
northern mobile money population in questionnaires was
Uganda. as factor of poor rural adopted
financial households.
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Variable Author Objective Congczgtual Contextual gap Methodological gap
inclusion in
Uganda.
The study
aimed at
analysis of
Evolution  of digital payment The study was
Mobile mobile banking platforms and done on
Financial Matovu et al. systems and the respective Ugandan mobile The study used mixed
Services (2021) desired security security money users research methodology
requirements in requirements to which was study
Uganda ascertain population
whether  they
were adhered to
in Uganda.
Assessment  of Quantitative and
effects of ATM  The study qualitative  information
adoption on focused on The gstudy ywas“using the  Statistical
customer assessment of based ingBank of Package for  Social
Recheal service at Bank the perceived Africa — (UBA) Scientists (SPSS) and
ATMs (2019) of Africa ease associatedf) Kansanga the thematic substance
(UBA) with the use€f branch in analysis was used to
Kansanga ATMs and how' Kampala, evaluate the effect of
branch in it alters“users’, “Uganda. ATMs use and level of
Kampala, satisfaction satisfaction among
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2.5 Conceptual Framework

This represents, thedlink between independent and dependent variables. Under this section,

the independefitsvariables are agency banking services, mobile financial services, ATMs and

Digital payments which represent the financial innovations. While financial inclusion

includes the accessibility affordability, availability, and usage of the financial resources and

services to different segments of the population. Furthermore, the relationship between the

variables were reviewed on numerous studies under empirical studies.

Independent Variables

Agency Banking Services

Customer transactions

services engaged

Number of agent banking

M~

25

Dependent Variable
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Digital Payment

Integration of paymen1\ Financial Inclusion
systems. Accessibility
Volume of transactions > Affordability
Usage
A erniTallilie..
ATMs
Number of ATMs

Mobile Financial Services
Enrolment on mobile
service

Number of transactions

Source: Research Data (2024)

Figure 1: Conceptual Framework

2.4.1 Agency Banking Services

Agency banking services isgamyexample”of financial innovations aimed at developing
structures to streamline connectivity that promote individuals' access to financial services
(Sporta & Mugandag2021).51he study will focus on understanding the agent transactions
volume which will helpfin developing an image of relevance of financial innovations and the
number of dgent banking engage by the microfinance institutions which will help in
confirming theseffectiveness of financial innovations access in this rapidly changing financial

sector where s@phisticated financial innovations have emerged rapidly (Njoroge, 2021)

Agency banking services are a key variable of financial innovations in this study and are
considered one of the most significant components in the development of financial inclusion
(Nabatanzi, 2021). The study will examine the effect of agency banking services on financial
inclusion in a rapidly evolving world, where advanced financial innovations have emerged

swiftly within the financial sector (Eton et al., 2021).
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2.4.3 Automated Teller Machines

Automated Teller Machines is one of the highly used financial innovations that financial
institutions utilise when providing services to the customers. The process under which
institutions conduct development, advancement and incorporation of technology like ATMs
to improve operational mechanism in financial services provision. Occurrence of financial
innovations has rapidly given rise to penetration of financial services and products over
extended population. For instance, ATM’s accessibility at the Bank of Africa (UBA)
Kansanga branch in Kampala is one influential aspects of financial services provided, thus
the development of financial inclusion (Recheal, 2019). In supportfef\the financial
innovation’s evolution of ATMs, the study focused on the number @f ATMs asiindicator to
evaluate the financial innovations availability, and numbef “6f “transactions for the

microfinance institutions to trace and measure the levels of the fimanciallinnovation usage.

The introduction of financial innovations like ATMs, hasysignificantly expanded the reach of
financial services and products to a wider population. ‘Fer\instance, the accessibility, user-
friendliness, and affordability of ATMs areycru€ial elements of financial services, thereby
fostering the growth of financial inclusion“(Nanyanzi et al., 2021). To support the
advancement of innovations in Uganda, the stady assessed the effect of ATMs on financial

inclusion in microfinance institutions in Gulu District, Uganda.

2.4.4 Digital Payments and Mobile Financial Services

Digital payments and ‘mobilefinancial services are pivotal mechanisms for advancing
financial inclusion among, unbanked populations in developing and underdeveloped nations
(Rai & Shatma, 20193 Chinoda & Kwenda, 2019). By enabling users to conduct financial
transactions“in ajsecure and cost-effective manner, these innovations significantly enhance

access to essential financial services.

In this study, digital payments were assessed through key indicators such as the number of
debit and credit cards issued, along with the volume of payment transactions executed by
microfinance institutions in Gulu. This evaluation aimed to determine the relevance and
effectiveness of digital payment solutions in facilitating financial inclusion (Matovu et al.,

2021). Additionally, the study investigated the overall effect of digital payments on
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individuals who have recently gained access to banking services through these innovations,

exploring whether their adoption leads to increased or decreased usage in the Gulu District.

Mobile financial services represent another critical component of financial inclusion
strategies. By leveraging mobile devices for transactions and access to financial services,
these services have proven to be transformative for individuals in developing contexts
(Pelletier et al., 2019). Mobile financial services encompass transactional capabilities such as
money transfers and bill payments and non-transactional functions, like account balance
inquiries. With implementations across over seventy countries, including somie of the world's
poorest nations, mobile financial services demonstrate their effectiveness as a‘reliable avenue
for enhancing financial access and inclusion (Kim et al., 2018). The,effeetiveness of these
services hinges on users’ abilities to interact with mobile technelegy, ultimately fostering

improved access, affordability, and engagement with finaneial setvicés:

To evaluate the effect of mobile financial services ofifinancialdnclusion in Gulu District, the
study analysed indicators such as transaction yolumeshand‘enrolment rates of mobile service
users. By investigating these metrics, the reseacch sought to trace the adoption and utilization
patterns of mobile financial services within‘the €ommunity. Furthermore, the integration of
mobile financial services is anticipatedstolyield significant enhancements in digital financial

services overall, reinforcing theitirole in promoting financial inclusion.

Through a comprehenSive, examination of both digital payments and mobile financial
services, this study ‘ammed to elucidate their combined influence on financial inclusion within
microfinance dnstitutionshin Gulu District, Uganda. By elucidating the effects of these
financial dhfiovation$,)the research aspired to contribute valuable insights that inform
policymakers” and practitioners on enhancing access to financial services for underserved

populations.

2.4.4 Financial Inclusion

Financial inclusion serves as the dependent variable in this study, reflecting the extent to
which individuals have access to and can effectively utilize financial services. It encompasses
a multifaceted understanding of how well the financial needs of individuals, particularly
those from underserved populations are met through available financial products and services

(Demirgiic-Kunt et al., 2018). To comprehensively evaluate financial inclusion, several sub-
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variables were operationalized within the study, each contributing to a nuanced understanding

of this concept.

Accessibility is a primary dimension of financial inclusion, representing the ease with which
individuals can obtain financial services. This includes factors such as the physical proximity
to financial institutions, the availability of digital platforms, and the overall infrastructure
supporting access to financial services (Bennett, 2019). Accessibility not only reflects

geographic availability but also the navigability of services for potential users.

Affordability is another critical aspect, referring to the cost-effectivenessOffinancial services
available to users. This sub-variable will be assessed through an analysis of.fees, e¢harges, and
interest rates associated with financial products, as well as the overall economie feasibility for
individuals to engage with these services (Kumar et al., 2020). The affordability of financial
services is crucial in determining whether individuals® canysustainably use the available

financial products without facing economic hardship'

Usage constitutes the extent to which indigiduals: aectively engage with financial services.
This dimension was measured through indieators, such as the frequency of transactions, the
variety of financial services utilized (€.2.,,savings-accounts, loans, mobile payments), and the
overall engagement level with financial preducts (Zins & Weill, 2016). Understanding usage

patterns is essential for identifying baufiers and facilitators to financial inclusion.

Availability refers to the rangeyof financial services present in the market, highlighting the
diversity and breadth of products offered by financial institutions (Hassan et al., 2020). This
includes an,analysisof the types of financial services accessible to individuals, such as
microloans;i§avings ‘accounts, insurance products, and payment systems. A greater variety of
available services is generally associated with improved financial inclusion outcomes, as it

allows individuals to select products that best meet their needs.

By examining these sub-variables accessibility, affordability, usage, and availability, this
study aimed to provide a comprehensive understanding of financial inclusion in the context
of microfinance institutions in Gulu District, Uganda. Through this analysis, the research
elucidated how financial innovations, particularly digital payments and mobile financial

services, effect these dimensions of financial inclusion, ultimately contributing to a deeper
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understanding of the mechanisms at play in enhancing access to financial services for

underserved populations.
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CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction

This chapter provides an in-depth analysis of the key components of the study, including the
research design, data collection strategies, data analysis methods, and the presentation of
results. It offers a detailed explanation of the methodological approaches adopted, outlining
the research framework and systematically describing the procedures employed for data

collection, analytical techniques, and the structured presentation of the findings.

3.2 Research Design

This study employed an explanatory research design to investigate the cffect of financial
innovation on financial inclusion within microfinance institutions ‘in"Gulu’District, Uganda.
This approach is particularly suited for establishing causal relatiofiships and understanding
the mechanisms that influence the phenomena being examinedy(Akkaya, 2019; Demirguc-

Kunt et al., 2018).

The primary objective of the study was tofassess how various aspects of financial innovation
specifically agency banking, automatediteller machines (ATMs), digital payment services and
mobile financial services effect finaneial'inclusion. To achieve this, a regression analysis was
conducted, allowing for a detailed exploration of the relationships between independent
variables (financial innowations) and the dependent variable (financial inclusion) (Akileng et

al., 2018; Allen et alg 2016).

The explanatory research design enabled the study to generate robust findings that reflect the
characteristicsgof “the” overall study population (Baran, 2022). By focusing on causal
relationships, the study aimed to provide insights into how financial innovations can enhance
accessibility, affordability, usage, and availability of financial services for Gulu populations

in Uganda (Ebong & George, 2021; Nassiuma, 2019).

3.3 Study Population

The study focused on microfinance institutions (MFIs) in Gulu District, Uganda,
encompassing all three registered entities operating in the region. These MFIs are pivotal in
promoting financial inclusion by providing essential financial services to underserved

communities (Akkaya, 2019; Eton et al., 2021). The total study population comprised 85
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individuals, including 3 managers, 15 technical staff, 21 employees, and 46 agents, all of

whom contribute to the functioning of these institutions. The inclusion of diverse roles within
the study allowed for a comprehensive understanding of the dynamics influencing financial

innovation and inclusion.

All selected MFIs are duly registered with the Bank of Uganda and the Uganda Microfinance
Regulatory Authority, ensuring adherence to national regulatory standards (Bank of Uganda,
2022). To ensure robust data collection, the study employed a census sampling method,
which involved including all individuals in the targeted roles within the MEIs, resulting in a
total of 85 respondents. This approach facilitated a thorough exploratiehpof the participants'
insights and experiences, thus enhancing the representativeness and reliability of the findings
(Nassiuma, 2019). By employing a census method, the studywas, able to capture the
multifaceted nature of financial inclusion efforts in Gulu District, reflécting a wide range of
perspectives essential for understanding the effeét, ‘of finameial innovations in the

microfinance sector.

Furthermore, the sampling strategy aligns ‘with' the guidelines established by Krejcie and
Morgan (1970), which recommend that a ‘sample Size of 85 respondents achieves a 95%
confidence level with a 5% marginjof etror. This methodological rigor underscores the
importance of each MFI in_Gulu as contributors to the overall data set, allowing for a
nuanced analysis of their roles myenhancing financial accessibility and promoting economic

development within the community.

3.4 Research dastrumentand Data Collection

A self-administered, structured questionnaire served as the primary instrument for data
collection fromas the target respondents. This instrument, detailed in Appendix I, was
meticulously designed to gather both quantitative and qualitative data relevant to the research
objectives, ensuring a comprehensive understanding of the research questions. The
questionnaire predominantly featured closed-ended questions, a methodological choice that
facilitates straightforward analysis and minimizes potential response bias. Such an approach
allows for systematic coding and rigorous statistical analysis of the collected data, as
supported by the works of Kim (2020) and Nassiuma (2019). Each question was specifically
aligned with the indicators outlined in the study's conceptual framework, focusing on the

interplay between financial innovations and financial inclusion.
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Key independent variables were identified to effectively measure constructs associated with

financial innovation. These included mobile financial services and digital payment services,
which empower users to conduct financial transactions through digital and mobile devices,
thus enhancing convenience and accessibility. Additionally, agency banking was included as
a significant variable, utilizing third-party agents to provide banking services and extend the

reach of financial institutions to underserved populations.

The dependent variable of this study, financial inclusion, was operationalized through several
sub-variables. Accessibility was defined as the ease with which individuals can access
financial services, encompassing both the physical proximity to financidlunstitutions and the
availability of digital platforms. Affordability was assessed in terms“0f, the'eost-effectiveness
of financial services, including the fees, charges, and interest ratesyasseciated with accessing
financial products. Usage indicated the extent to which individuals.utilized available financial
services, capturing both the frequency and variety of s€rvie€s engaged. Availability referred
to the range of financial services present in the matket,thighlighting the diversity of products

offered by financial institutions.

Responses were recorded using a 5-point Likert scale, allowing respondents to express their
level of agreement with each statemientsThis scale ranged from 1 for "Strongly Disagree" to 5
for "Strongly Agree," as outlined by Baran (2022). This measurement approach provided
nuanced insights into respendents' perceptions and experiences regarding the financial

services offered by mierofinancelinstitutions.

In addition tofthe primary data collected through the questionnaire, secondary data was
sourced fuompreputable institutions, particularly the annual financial reports published by the
Bank of Uganda from 2018 to 2024. This secondary data was instrumental in contextualizing
the primary findings and informed the design of the questionnaire by providing essential
performance metrics related to agency banking services, mobile financial services, ATMs,

and digital payment systems across Uganda, as noted by Akkaya (2019).

A comprehensive analysis of both dependent and independent data was conducted,
employing multiple regression analysis to investigate the effect of the identified independent
variables on the dependent variable of financial inclusion. This regression model was

constructed to evaluate the relationships among these variables, offering clearer insights into
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the complex interactions at play. By systematically addressing these methodological

elements, this study aimed to contribute to a robust understanding of the effect of financial
innovations on financial inclusion, ultimately informing policy and practice within the realms

of microfinance and financial services.

3.4.2 Validity of the Research Instrument

Wieser et al. (2019) indicated that collected data is carefully subjected to data cleaning tools
to ascertain the reliability of the data. The legitimacy of the questionnaire is recognized and
analysed through literature review that presents the true scope and status ‘Of the variables
being studied. This study was checked by highly qualified supervisets who ate experts in
their field, as they guide through different phases.

To determine the validity of the research, instrument a pilotistudy ‘Was conducted in Gulu
where 8 random selected informants outside the researh tespondents who will be presented
with questionnaire for pre-testing and constructivéycriticism to check if the data collection

tool was made clear, and in logical way and valid. for the,proposed study.

3.4.3 Reliability of the Research Instrument

Reliability refers to the degree to“which a research instrument consistently measures the
intended variables, producingystable and consistent results over time and across different
contexts (Mugenda & Mugenda, 2013). In this study, the reliability of the research instrument
was evaluated using ‘the)Cronbach's Alpha coefficient, a widely accepted method for
assessing the internal eonsistency of survey items. Cronbach’s Alpha measures the extent to
which items ‘Within a scale are correlated, indicating how well they collectively measure the
construct they ate mmtended to assess (Tavakol & Dennick, 2011). For this study, an alpha
value of 0.7 or‘higher was considered acceptable, in line with common practice in social

science research.

Despite applying the Cronbach’s Alpha method, it is important to note that reliability is
contingent upon the clarity and precision of the questionnaire items. In this study, while the
appropriate method for reliability testing was used, the questionnaire's unclear phrasing and
ambiguities in some of the questions limited the potential to achieve full reliability. This lack
of clarity may have resulted in inconsistent interpretation by respondents, affecting the

accuracy and stability of the responses.
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Although the Cronbach’s Alpha coefficient provided useful insights into the internal

consistency of the questionnaire, the issues with question clarity meant that the reliability of
the instrument could not be fully ensured. Future studies may benefit from refining the
instrument to improve question clarity and ensure that responses consistently align with the

intended constructs, thereby enhancing the reliability of the findings.

3.5 Data Analysis and Presentation

This study employed an explanatory research design to investigate the causal relationships
between financial innovations and financial inclusion. The analysis was| guided by the
research objectives, utilizing a multiple regression model to analySe the data collected
through a structured questionnaire. This methodological approachgenabled @, comprehensive

exploration of how various financial innovations influence finafieial'inelusion.

The data analysis for this study utilized both descriptivéandfinfereéntial statistical methods to
thoroughly investigate the relationships betweén “financial” innovations and financial
inclusion. The collected data were systematieally, otganized, collated, summarized, and
formatted for presentation in tables (Evangy,2018)- Each dataset was categorized according to
specific characteristics and processedgwith refeérence to the study's objectives through editing,
coding, and data entry. This rigorous-approach allowed for a clear understanding of the

responses related to each varidbleof interest.

In examining the relationship, between financial innovations (the independent variables) and
financial inclusion (thedependent variable), the study employed descriptive statistics, which
included meagures of central tendency such as mean, standard deviation, and variance. These
descriptive . statistics, provided essential insights into the distribution of the data and

highlighted keggtrends related to financial inclusion.

To further explore the relationships among the variables, inferential statistics were applied,
specifically utilizing Pearson correlation coefficients and a multiple regression analysis.
Pearson correlation analysis assessed the strength and direction of the relationships between
financial innovations and financial inclusion in microfinance institutions in Gulu District,
Uganda. The coefficient of correlation (r) was employed as the primary measure of the

strength of these linear relationships. A coefficient of 1 or greater indicates a perfect positive
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correlation, while a coefficient of less than 1 indicates a perfect negative correlation. A

coefficient of zero signifies no correlation between the variables (Lyimo & Mbesigwe, 2022).

The multiple regression analysis was conducted to evaluate the effect of the independent
variables; Agency Banking Services, Automated Teller Machines (ATMs), Mobile Financial
Services, and Digital Payment Services on financial inclusion. This analysis provided
valuable insights into how each financial innovation contributes to enhancing financial
inclusion in the context of microfinance institutions. The regression model allowed for the
identification of patterns within the data, thereby deepening the understanding of how
technological innovations facilitate improved financial access (Mutisya & Atheru, 2019;

Kamau & Oluoch, 2016).

To assess the robustness of the regression model, the R-sqdared (R?) value was calculated,
indicating the proportion of variance in financial im€lusion“expldined by the financial
innovation variables. A high R? value suggests “that"theimodel effectively captures a
significant portion of the variance, underscoring‘the‘importance of financial innovations in
promoting financial inclusion (Mutisya & Atheru, 2019)."Additionally, p-values were utilized
to determine the statistical significance ofythe) relationships between each independent
variable and financial inclusion. #atiables with p-values less than 0.05 were considered
statistically significant, indicatingythat changes in these variables have a meaningful effect on

financial inclusion outcomésyWiesct et al., 2019).

Overall, the combination of ‘descriptive and inferential statistical analyses provided a
comprehensive/framewotk for understanding the effect of financial innovations on financial
inclusion.fThe findings offer valuable insights for policymakers and practitioners in the
microfinance” seetor, emphasizing the critical role of technological advancements in

expanding financial access and enhancing the inclusivity of financial services.

3.5.1 Empirical Model

The multiple regression model is as follows:
Y= BotPiXiHRXo+P:X5+PaXste

Where:

Y represents financial inclusion

PBo is the Constant, accounting for other factors that influence financial inclusion
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B1, P2, B3 & P4 are Regression Coefficients

X; corresponds to Agency Banking Services
X, represents ATMs

X3 denotes Digital Payment Services

X, refers to Mobile financial services

E is the Error Term

This study employs a multiple regression model to analyse how financial innovations effect
financial inclusion within microfinance institutions in Gulu District, Uganda. The model
examines four types of financial innovations—agency banking serviceSjjautomated teller
machines (ATMs), digital payment systems, and mobile financial“servicesy and their
relationship to financial inclusion, which is measured by (ae€essibilityy affordability,

availability, and usage of financial services.

The financial inclusion is measured by calculating the means of the"variable during the period
of the study analysis, thus Y the proxy for finaneialjinclasion in relation to the independent
variables were represented as X1, X2, X3, X4, and X (Financial inclusion) representing the
agency banking services, ATMs, digital ‘payment services, and mobile financial services,
respectively these factors include the €ffect on'deposit transactions, increase in customer

numbers, transaction volumes, and enrolment of customer.

Agency banking servicesyreptesented by X1, are hypothesised to increase financial access by
enabling clients to adeess ‘financial services through authorised agents rather than traditional
banking branches. Automated teller machines, denoted by X2, provide clients with
immediate,_round-the-clock access to financial transactions, though their effect may vary
depending“on Tthe “extent of their geographical availability. Digital payment systems,
represented by“X3, are expected to enhance affordability and accessibility by facilitating
efficient, low-cost transactions, thus promoting financial inclusion through digital means.
Mobile financial services, noted as X4, have the potential to significantly improve financial
service usage and reach, especially in remote areas, by enabling financial transactions

through mobile networks without the need for physical bank branches.

Each variable in the model has been operationalized and measured based on specific
indicators, which are outlined in the Operationalization and Measurement of Variables table

in the appendix III. This table provides further clarity on the scales and tools used for each
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variable’s data collection. Financial inclusion, for instance, is measured through sub-

dimensions such as accessibility, which captures the ease with which individuals can access
services; affordability, which examines the costs associated with financial services;
availability, which refers to the range of financial products offered and usage, which reflects
the frequency with which clients engage with these services. Agency banking services are
evaluated by tracking transaction volumes and user engagement, while ATMs are measured
based on usage rates and user accessibility. Digital payment systems are assessed by
transaction volumes and ease of integration with other financial services, and mobile
financial services are analysed through indicators like enrolment rates ‘and transaction

frequency.

The data collected and structured according to this model suppont ‘@yrobust regression
analysis, allowing for an in-depth understanding of how eaeh financiallinnovation influences
financial inclusion outcomes. By clarifying the role of@achdinnovation, this model enables a
comprehensive evaluation of financial technologies™ effectiveness in promoting financial
inclusion within microfinance contexts, particlilarlyyiniareas where financial access remains

limited.

The diagnostic tests employed in this'stéidy,aimed to ensure the reliability and validity of the
regression model used to analySeithe relationship between financial innovations and financial
inclusion. Various tests were conducted to identify and address potential issues such as
multicollinearity, heteroseedasti€ity, and autocorrelation, which could distort the results

(Nabatanzi, 2021).

First, the multicollin®arity test was conducted using the Variance Inflation Factor (VIF) to
determine whether the independent variables were highly correlated with each other. A VIF
value greater than 10 would indicate the presence of multicollinearity, suggesting that the
variables are not providing independent information. In this study, all VIF values were below

the threshold, indicating no serious multicollinearity issues (Mutisya & Atheru, 2019).

Second, heteroscedasticity was tested using the Breusch-Pagan test to assess whether the
variance of the residuals was constant across the range of independent variables. A significant
result from this test would indicate heteroscedasticity, which could undermine the efficiency

of the regression estimates. In this study, the Breusch-Pagan test results indicated no
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significant heteroscedasticity, confirming that the assumption of constant variance was met

(Wieser et al., 2019).

Finally, the Durbin-Watson test was applied to identify the presence of autocorrelation within
the residuals. A Durbin-Watson statistic approaching 2 indicates the absence of
autocorrelation, whereas values deviating significantly from 2 suggest the existence of serial
correlation in the residuals. The results of the Durbin-Watson test in this study were within
acceptable limits, suggesting no autocorrelation issues in the model (Kamau & Oluoch,
2016). These diagnostic tests ensured the robustness of the regression @malysis and the

validity of the study's findings (Eton et al., 2021).

3.6 Ethical Considerations

In conducting this research, ethical standards were rigorouslyyupheldifo ensure the integrity
and credibility of the study. Approval for the study wds obtainedithrough a research permit
from the National Commission for Science, Téehnelogy, “and Innovation (NACOSTI),
authorising data collection. This permit fagslitated scompliance with national research
regulations, ensuring that all procedures adhered to, ethical standards required by regulatory

authorities (NACOSTI, 2018).

Confidentiality of participants*jinformation was a primary consideration throughout the
research process. Respond@nits were assured that their identities and responses would remain
strictly confidential .and weuldfonly be used for academic purposes. To uphold this
commitment, personalidentifiers were not included in the data analysis, and responses were
anonymized during data“processing. All electronic data files were securely stored with
restricted access, and any hard copy data were kept in a locked file cabinet accessible only to

the researchergEreswell & Poth, 2017).

Informed consent was obtained from all participants before data collection began. Each
participant received a detailed information sheet explaining the study’s purpose, the voluntary
nature of participation, potential benefits, and the right to withdraw from the study at any
point without penalty. This ensured that participation was based on a clear understanding of

the study’s objectives and that all participants were fully aware of their rights (Babbie, 2020).
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The research also adhered to principles of non-maleficence, ensuring that no harm, either

psychological or physical, would come to participants as a result of their involvement. All
questions in the survey were designed to avoid sensitive topics that could cause discomfort,
and participants were encouraged to skip any questions they felt uneasy answering (Orb,

Eisenhauer, & Wynaden, 2001).

Finally, integrity and transparency were maintained throughout the research process. All data
was reported accurately, with no manipulation or selective presentation, ensuring the findings

represent an honest and ethical interpretation of the collected data (Brym:
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CHAPTER 4: RESULTS AND ANALYSIS

4.1 Introduction
This chapter presents the analysis and findings of the study. It outlines the key results derived
from the data, focusing on the effect of financial innovation on financial inclusion within the
context of Uganda's microfinance sector, particularly in Gulu District. The chapter is
structured to provide insights into the relationships between agency banking services, mobile
financial services, ATMs, and digital payment services, and their effects on the accessibility,
affordability, availability, and usage of financial resources. The findings¢are analyzed in

relation to the research objectives, and implications for financial inclusiofiare'discussed.

4.2 Questionnaire Response Rate

The study distributed 85 questionnaires to the target pOpulation;, With clear instructions
provided to ensure that respondents understood the questions and’could answer accurately.
After careful review and completion by the participantsy a total of 80 questionnaires were
returned, representing a strong response ratg ‘0fi94%. This high response rate enhances the
reliability and validity of the study’s findings, asiitreflects robust engagement from the target
population. The data collected from hese responses were subsequently analysed in detail to
identify patterns, trends, and  relationships between the variables, as discussed in the

subsequent sections.

4.3 Reliability Test Results

To assess the research instrument consistency and reliability, a reliability test was conducted
using Crombach’s, Adpha coefficient. This method evaluates the questionnaire internal
consistency'by ensuring that it reliably measures the intended variables. The reliability test on

each variable was measured as indicated on the table below.

Table 2: Reliability Test Results

Variable Cronbanch’s Alpha Interpretation
Agency banking services 0.94 Excellent internal consistency
ATMs 0.88 Good internal consistency
Mobile Financial Services 0.89 Good internal consistency
Digital Payment Services 0.89 Good internal consistency
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Source: Research Data (2024)

From the findings indicated that Cronbach’s Alpha coefficient for agency banking services,
ATMs, mobile financial services, and digital payment services are all above the acceptable
indicator of 0.7 (o = 0.7). Specifically, agency banking recorded a Cronbach’s Alpha of 0.94,
ATMs had 0.88, mobile financial services scored 0.89, and digital payment services also
registered 0.89. These results confirm that the questionnaire is a reliable tool for collecting
data and can be confidently used to analyse the relationships between financial innovations

and financial inclusion in the study area.
4.5 Descriptive Statistics of the Study Variable

4.5.1 Respondent's Role in the Microfinance Institutions (MFLs)

The study participants indicated their function within thef MEIS; and ‘those roles were
analysed and presented as follows.

Table 3:Respondents’ Role in the Micro Finance Institutions'(MFIs).

Role Frequency Percent
Agents 42 52.5
employees 20 25
managers 3 3.8
Technical staff 15 18.7
Total 80 100

Source: Research Data(2024)

The study findings reyealed a diverse distribution of roles within MFIs. Agents who are sales
representatives’ who intetact directly with customers, form the largest group at 52.5%,
followed byremployees at 25%, technical staff at 18.7%, and managers at 3.8%. This
diversity of roles within MFIs is essential as it allows for a comprehensive assessment of the

effect of financial innovation from both customer-facing and operational perspectives.
4.5.2 Total Number of Branches

The findings present the number of MFI branches operating in Gulu District, as shown in

Table 4.
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Table 4: Total Number of Branches

Source: Research Data (2024)

Number of Branches Frequency Percentage (%)
1toS 80 100

6to 10 0 0

More than 10 0 0

Total 80 100

The study findings indicated that MFI operate approximately one(tofivelbranches on average
in Gulu district, Uganda. This finding signifies a substantial“branchi network, which can
positively effect financial inclusion by improving geogfaphie coverage and accessibility of

financial services.
4.5.3 Innovative Products offered in the MEls

Respondents were asked to indicate whether ¢ertain innovative products, such as ATMs,
mobile banking, debit cards (DigitalPayment),jand agency banking services, were available
in their respective MFIs.

Table 5: Innovative Products effexredsin the MFIs

ToglR Frequency Percent
ATM 80 100
Mobile banking 80 100
Debiticards (Digital Payment) 80 100
Agenc§iservices 80 100

Source: Research Data (2024)

To measure the variables related to innovative products offered by MFIs, the availability of
each product (ATM, mobile banking, debit cards, and agency services) was treated as a
categorical variable, with responses indicating either the presence or absence of each product.
Given that all respondents reported the availability of these products, the adoption rate for
each product was measured at 100%. The descriptive statistics, including frequencies and

percentages, were used to quantify the extent of product availability. The mean value for each
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product’s adoption rate was 1 (or 100%), and the standard deviation was 0, indicating no

variation in the availability across respondents. Further variables related to financial
inclusion, such as accessibility, affordability, usage frequency, and customer satisfaction,
could be measured to assess the effect of these innovative products on financial inclusion

outcomes.

4.5.4 Effect of Agency Banking Services on Financial Inclusion

The analysis of the data findings allows for an in-depth understanding of how agency banking
is influencing customer access to financial services, transaction behaviouts, and overall
customer satisfaction. By examining the interactions between thes¢ wariables, the study
assesses the effectiveness of agency banking in enhancing financialinelusion, Specifically, it
focuses on the role of agency banking in expanding financial sétvices toyareas with limited or

no access to traditional banking infrastructure.

The following sections outline the key findings €somiythe empirical data, highlighting the
significant effect of agency banking services¢on Various dimensions of financial inclusion,
such as access to services, cost-effectiveness, convenience, and customer engagement in Gulu
District. The insights from this analysisyare crueial for understanding the potential of agency
banking in fostering greater financial“mclusion, particularly in regions where conventional

banking is not easily accessible.

Table 6: Effect of Agency Banking Services on Financial Inclusion

Effect Area SA (5) A4) N@® D (2) SD (1) Mean Standard

Deviation
Agency banking has,increased 11.3%  363%  46.3% 6.3% 0.0 3.58 0.81
customer deposit transactions
Agency banking has increased 12.5%  37.5% 45.0% 3.8% 1.3% 3.59 0.85
customer numbegrs
Agency banking has reduced 16.3%  47.5% 32.5% 3.8% 0.0 3.78 0.74
physical cash transactions
Agency banking has increased 13.8%  71.3% 13.8% 1.3% 0.0 4.11 0.53
agent transaction volumes
Rise in number of agents due to 8.8% 40.0% 42.5% 8.8% 0.0 3.47 0.79
agency banking
Agency banking services bring 13.8%  41.3% 36.3% 7.5% 1.3% 3.59 0.85
MFIs closer to customers
Customers prefer agency 7.5% 43.8% 38.8% 8.8% 1.3% 3.49 0.86
banking over in-branch services
Agency Banking services 37.5%  43.8% 12.5% 5.0% 1.3% 4.19 0.75
affected customer satisfaction
Affordability of agency banking  10.0%  47.5% 36.3% 6.3% 0.0% 3.68 0.76

services effects transactions
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Source: Research Data (2024)

The findings results indicated that 11% of the respondents strongly agreed that agency
services have contributed to increased customer deposit transactions, 36% of respondents
agreed that agency services have contributed to increased customer deposit transactions, 46%

of respondents remained neutral on issues of agency services contribution to increased
customer deposit transactions and 6% of respondents denied that agency services have
contributed to increased customer deposit transactions. The findings indicates that agency
banking services at MFI are effective in attracting deposits and giving loans, which is vital

for MFIs' financial stability and overall financial inclusion in Gulu district{@ganda.

The study findings revealed that 12% of respondents strongly dgicedthat MFI agency
services have led to an increase in the number of customers, whilep37% agreed with this
view. Additionally, 45% of respondents remained neutral“regardifig the belief that MFI
agency services have contributed to customer growth. dn contrast,)3.8% disagreed, and 1.3%
strongly disagreed with the notion that agency sesvices have expanded the customer base.
Overall, these results suggest a generally positivepereeption of agency banking, indicating
that such services play a significant role mjextending the reach of MFIs to previously

unbanked individuals, thereby promoting finaneial inclusion.

Further, the findings indicateda positivé effect of agency banking services on financial
inclusion on MFI in Gulu Bistriet, The results indicate that 8% respondents strongly agree on
the perceived rise in the namber of agent banking within the district due to MFI agency
services, while 40% tespondents agree, 42.50% of the respondents remained neutral on the
perceived risgfin the number of agent banking within the district due to MFI agency services,
and 8.80% of the respondents disagreed with the perception that the number of agent banking
has risen withinthe district due to MFI agency services. This growth signifies improved local
access to financial services, especially in remote areas, which is essential for addressing

financial inclusion challenges.

Likewise, the respondents were asked to rate whether agency banking services have become
more accessible to customers and whether this accessibility potentially leads to fewer
transaction volumes. The results findings indicated that 13.80% of respondents strongly
agreed that agency banking services have become more accessible to customers, potentially

with reduced transaction volumes, at the same time, 41% of the respondents agreed, whereas
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36% of the respondents were neutral, 7.50% of the respondents disagree that agency banking

services have become more accessible to customers, potentially with reduced transaction
volumes and rest 1.30% of respondents strongly disagreed that agency banking services have
become more accessible to customers, potentially with reduced transaction volumes.
Improved accessibility and convenience are crucial for financial inclusion, as they remove

barriers related to distance and travel, making financial services more accessible to a broader

group.

The study results further indicated that 7% of respondents strongly agreed, 43% agreed, 38%
were neutral, 8% disagreed, and 1% strongly disagreed that customersyare willing to pay
more for the convenience of agency banking services. These findings highlight the critical
role that accessible and user-friendly financial services play in advaneing financial inclusion,

as the convenience offered by agency banking is valued by significant portion of customers.

In addition, the study findings reveal that 63.8% of customers agreed or strongly agreed an
indication of preference for agency banking sesvices. ‘This research finding is statistically
significant, demonstrating that a substantialgportionef*eustomers value the convenience of

agency banking services outlets over traditional'banking halls.

The findings also shows that 10.5% efsrespondents rated strongly agree, 47% agree, 36%
agree, are neutral, while 6% disagree ofifthe affordability of the agency banking services,
indicating a substantial poftien ‘of customers value the convenience of agency banking. It is
evident that affordability. playsia notable role for most customers. This statistical insight
underscores the impogtance of balancing service costs and affordability in agency banking

services.

A significantsfiajority of respondents (71.3%) agree that agency banking has increased agent
transaction volumes. This strong agreement, despite some neutrality, shows that the volume
of transactions has largely benefited from agency banking. This statement has the highest
standard deviation reflecting a wide range of opinions. While some strongly agree that agent
transaction volumes have increased, others are more neutral or disagree. This variability
suggests that the effectiveness of agency banking in increasing transaction volumes may vary

significantly by location or implementation.

The overwhelming majority of respondents either strongly agree (37.5%) or agree (43.8%)

that agency banking has positively effected customer satisfaction, showing that this area is a
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major success for agency banking services. This statement has the lowest standard deviation,

indicating strong consensus that agency banking has had a positive effect on customer
satisfaction. Most respondents agree that agency banking has improved customer

experiences, making this one of the least divisive areas of effect.

Overall, the data shows that agency banking is generally viewed positively in terms of
increasing customer numbers, deposit transactions, and access to microfinance institutions.
However, the higher standard deviations in certain areas, such as transaction volumes and
physical cash reductions, suggest that these benefits are not uniformly realized across all
respondents. These findings point to the need for further investigation intg'the factors driving
variability in agency banking outcomes, which could be explored ‘through ceprelation or

regression analyses to determine the relationships between differ¢nt'effect areas.

4.5.5 Rate How You Perceive the Mobile Financial Services\in Day=To-Day

Transactions in The Microfinance Institutions.
The findings in this table below provides statisticalhinformation on customer perceptions of

agency banking services.

Table 7: Perceived the Agency Bamking Services in Day-to-Day Transactions in The
Microfinance Institutions

Scale levels Frequency Percent
Very Good 11 13.8
Good S7 71.3
Fair 11 13.8
Poor 1 1.3
Very Poor

Total 80 100

Source: Research Data (2024)

The majority of respondents (71.3%) rated mobile financial services as Good, with 13.8%
rating them as Very Good and an equal 13.8% rating them as Fair. Only 1 respondent (1.3%)
rated the service as Poor, and none rated it Very Poor, indicating a strong overall positive

perception of agency banking services among users.
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4.5.6 Effect of Automated Teller Machine (ATMs) on Financial Inclusion

The study aimed to assess the effect of Automated Teller Machines (ATMs) on financial
inclusion within MFIs in Gulu, Uganda. Respondents were asked to evaluate the influence of

ATMs on financial inclusion, and the results are presented in the following table below.

Table 8: Effect of ATMs on Financial Inclusion

SA A N D SD Standard

Effect Area G @ 3 @ @ M peviation
Effect on transactions in MFIs 23% 40% 19% 13% 6% 3.61 1.13
Redugtlon in long queues and cash 25%  35%  25%  10% <5 65 11
handling
Increase in agent transaction volumes 19% 44% 23% 10%y 5% 3.51 1.09
Rise in the number of Customer 28%  38%  25% 4Ah6% 400 379 1.02
Engagement
Proximity and convenience of ATMs 38% 44% 13% 4% 3% 4.06 0.97

Customer willingness to use ATMs over

0, 0, 0 0 (V]
queues and travelling to banking hall 3% 3 RUORR” 6% 3.75 114
Easy to access and use the ATMs 9% 35% n40% 4% 13% 3.18 1.25
Affordability of ATM services affecting 2300 WBS% 98% 6% 6% 3.43 11

behaviour

Source: Research Data (2024)

The study findings revealed thét 63% ofgfespondents either strongly agreed or agreed that
ATMs have had a significant cffection MFIs transactions. With a mean score of 3.61 and a
standard deviation of 1.18, ‘the results indicate moderate consensus that ATMs have
positively influenced ytransaction processes within microfinance institutions (MFIs). This
raises questions about the, effectiveness of ATMs in improving transaction efficiency and
warrants further mwestigation into the ATMs role in financial inclusion efforts in MFIs in

Gulu, Uganda,

The findings indicate that 25% of respondents strongly agreed, 35% agreed, 23% were
neutral, 10% disagreed, and 5% strongly disagreed that ATMs have helped reduce long
queues and the need for cash handling. The mean score of 3.65 indicates that most
respondents agree that ATMs have helped reduce long queues and improved cash handling
efficiency. The standard deviation of 1.10 suggests that opinions on this statement are fairly
consistent, with limited variability across responses. It implies that ATMs may not be as

effective in improving customer service and efficiency as expected.
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With a mean score of 3.51 suggests moderate agreement that ATMs have contributed to an

increase in agent transaction volumes, with 44% agreeing, and 19% strongly agreeing.
However, the standard deviation of 1.09 indicates some variability in opinion, reflecting

differences in how respondents perceive this effect.

Furthermore, the finding indicated that easy access and use of ATMs do effect transaction
patterns with the lowest mean of 3.18, indicating that respondents are more neutral or have
mixed opinions about the ease of access and use of ATMs. The higher standard deviation of
1.25 suggests greater variability in experiences, with 40% remaining ngutral and 13%

strongly disagreeing, highlighting a possible challenge with ATMs usability?

The mean of 3.43 suggests that affordability is a moderately important facter influencing the
use of ATMs services. With a standard deviation of 1.10, there isssemeyvariability in how
respondents perceive the affordability of ATMs services, with_séme feeling it is more

effectful than others.

Respondents generally agree that customers are more,willing to'use ATMs instead of queuing
at banking halls, with 31% strongly agreeing; and. 35 %pagreeing. The standard deviation of
1.14 indicates moderate variability in thiS%willingness, possibly due to differences in ATMs

accessibility or customer preferencesf

The findings indicated the highest mean score of 4.06 reflects a strong consensus among
respondents regarding the proximity and convenience of ATMs, with 82% either agreeing or
strongly agreeing. Théllowystandard deviation of 0.97 indicates a high level of consistency in

responses.

Furthermare, the study’ findings indicated a relatively high mean of 3.79 which shows that
respondents generally believe ATMs have contributed to an increase in customer
engagement, with 28% strongly agreeing, and 38% agreeing. The standard deviation of 1.02

suggests there is less variability in this response compared to other effect areas.

Finally, a detailed understanding of these dynamics, further regression analysis, correlation
studies, and hypothesis testing would provide deeper insights into the factors that drive
ATMs adoption and customer satisfaction. This information could help financial institutions
optimize their ATMs networks and ensure that these services are accessible, affordable, and

user-friendly for a broader range of customers.
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4.5.7 Effect of Mobile Financial Services on Financial Inclusion.

The study aimed to assess the effect of mobile financial services on financial inclusion within
MFIs in Gulu, Uganda. Respondents were asked to evaluate various aspects of how mobile
financial services influence financial inclusion, and the results are presented in the table

below.

Table 9: Effect of Mobile Financial Services on Financial Inclusion

Effect Area SA(S) A®M@ N@ D@ Sb Mean Standard

Deviation

Affordability increasing mobile 63% 25% 6% 4%
money enrolment

Integration of mobile payments 60% 28% 6% 4%

into company systems
Increase in transactions and 69% 23% 5% % 4.54 0.76
accessibility

1% 4.5 0.77

Positive  effect on financial 65% 25%

inclusion and access

Source: Research Data (2024)

The findings indicated 63% of regpondents rated strongly agree 25% agree, 6% agree are
neutral while 4% disagree _and 3% ‘sttongly disagree that mobile financial services
affordability has increasedjenrolment on mobile money amongst users. The responses
indicate a strong positive'petecption of mobile financial services with a mean score of 4.1 and
standard deviation score of0.86 a significant number of respondents agree that the mobile

financial servi€es has enhanced financial inclusion by increasing enrolment.

Furthermore,"88% of the respondents strongly agreement or agree that mobile money has
increased integration of payments systems in the MFIs. The results show that respondents
strongly agree or agree that mobile financial services have increased transaction and
accessibility for customers and the adoption has major positive effect the institutions and

access to financial service.

4.5.8 Perceived Mobile Financial Services on Daily Transactions of the MFIs

Respondents were asked to rate their perception of mobile financial services in day-to-day

transactions within the MFIs. The study findings were recorded in the table below.
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Table 10: Perceived Mobile Financial Services

Scale Levels Percent
Fair 10
Not sure 11.3
Very Good 10.0
Good 67.5
Poor 1.3
Total 100.0

Source: Research Data (2024)

The results show that a majority of respondents had a positive perception‘ofimebile financial
services, with 67.5% rating them as good and 10% as very good. dhis‘positive’perception
suggests that mobile financial services are widely accepted( and ‘apprectated for their
convenience, accessibility, and efficiency. The high sati§faction gates likely indicate a
growing dependence on mobile platforms for financial €ransactions, particularly in regions
where traditional banking infrastructure is limited.“Additionally, the 77.5% positive rating
underscores the significant potential of mobile“financialiservices in promoting financial
inclusion, especially among underserved ,populationsy However, the fact that a portion of
respondents did not rate the services as wery, good" suggests there is still room for
improvement. This points to potentialy€hallenges in areas such as user experience, security,

and reliability, which may need to,be addressed to fully optimize these services.
4.5.9 Effect of Digital Payments'Services on Financial Inclusion

The specific objective of the study explored the effect of the digital payment services on
financial inclusion in Miero finance institutions in Gulu district, Uganda. The respondents

were asked'to indicatéitheir response on the different aspects as indicated on the table below

Table 11: Effeet of Digital Payments Services on Financial Inclusion

SA D SD Standard
Effect Area A4 N@ N Mean
5) 2) (@)) Deviation
Digital payment service affordability
has increased enrolment on mobile 8% 38% 50% 1% 4% 80 3.44 0.87
money among users.
Digital payment service has
increased integration of company's 8% 51% 38% 4% 0% 80 3.63 0.7

payment systems.
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SA D SD Standard
Effect Area AM@4) N@ N Mean
Q) 2) (@)) Deviation
Digital payment service has
increased transaction and 8%  43% 41% 1% 8% 80 3.34 0.95
accessibility for customers.
Digital payment service adoption has
a major positive effect on customer 5% 49% 40% 0% 6% 80  3.47 0.83

access to financial services.

Source: Research Data (2024)

Arguably, the findings indicated that 50.0% of respondents remained néutral\regarding the
affordability of digital payment services increasing enrolment in mebileymoney? However,
37.5% agreed, and 7.5% strongly agreed, suggesting that there is(potential, for‘affordability to
positively effect enrolment in mobile money. It's worth notifig that seme respondents (4.8%)
disagreed or strongly disagreed, indicating a degree of Scepticism or disagreement on this
point, similarly, there was a strong agreement (51%) ‘that“digital payment services have
increased the integration of company payment systems, such as petrol stations, restaurants,
and online shopping platforms. Another, 38% “wereyneutral on this matter. Notably, no

respondents strongly disagreed, but a small percentage (3.8%) disagreed.

The study findings indicated #hat respomdents were divided on the effect of the digital
services as the transaction golume and accessibility. While 42.5% agreed and 7.5% strongly
agreed that the digital paymentiservices have increased transaction and accessibility, 41.3%
remained neutral. A“small percentage (8.8%) disagreed or strongly disagreed, indicating some

uncertainty ordisagreement regarding this aspect.

Moreover; thete was a notable respondents (48.8%) agreed on the adoption of digital
payment serviges having a major positive effect on both the MFIs and customers as the
financial services are easy to access. However, a significant portion (40.0%) remained neutral
on this point. A small percentage (6.3%) strongly disagreed, suggesting that there might be

varying perceptions regarding the extent of effect.

For instance, the results indicate that digital payment services are generally perceived as
having a positive effect on various aspects of financial inclusion, including integration with
company payment systems and accessibility for customers. However, there is a level of

neutrality, particularly concerning affordability and the overall effect on institutions and
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customers. These findings suggest that while digital payment services have shown promise,

there may still be room for improvement and further exploration of their potential benefits for

financial inclusion in Gulu district, Uganda.

4.5.10 Perception of Digital Payment Services in the Daily Transactions of the

Microfinance Institutions.

The findings of the responses on how the respondents perceive the mobile financial services

in day-to-day transactions in the microfinance institution is indicated in the table below.

Table 12: Perception the Digital Payment Services in Daily Tramsactions in the
Microfinance Institutions

Scale levels Percent Cumulative Percent
fair 10.0 10.0
good 80.0 90.0
not sure 1.3 91.3
very good 8.8 100.0
Total 100.0

Source: Research Data (2024)

The findings indicated that the many respondents“had a positive perception of mobile
financial services, with 64% rating them as goed and 8% as very good. The data underscores
the role of digital payment serviéesiin Streamlining financial operations and enhancing
accessibility, particularly fos, iadividuals® who may otherwise have limited access to
traditional banking servicessyThese findings highlight the growing acceptance of mobile
financial services in faeilitatifig regular transactions, reflecting their importance in improving

operational efficiencyand financial inclusion in microfinance in Gulu District.
4.5.11 Effeet of Financial Innovation on Financial Inclusion.

The study findings indicate the effect of financial innovation on financial inclusion of MFIs

in Gulu, Uganda as shown in the table below.

Table 13:Effect of Financial Innovation on Financial

SA Standard
Effect Area A @) N@3) D (2) SD (1) Mean

3 Deviation

Easy Access to Financial
) 6.3% 46.3%  43.8% 3.8% 0.0% 3.55 0.72

Services
Customer Satisfaction 8.8% 46.3% 38.8% 2.5% 2.6% 3.57 0.83
Reduced Cost of 3.8% 47.5%  463%  1.3% 1.3% 3.51 0.73
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SA Standard
Effect Area A @) NQ@3) D (2) SD (1) Mean
o) Deviation
Transactions
Increased Volume of
63% 42.5% 47.5% 2.5% 1.3% 3.55 0.71

Transactions

Source: Research Data (2024)

The findings indicate a fairly balanced perspective on the affordability, accessibility and easy
to use of financial service in MFI due to financial innovation, 46.3% of the respondents
agreed that innovation have made access easier, while 43.8% remained neutral. This suggests
that experiences and perceptions regarding the effect of innovations ondecessibility may vary

among respondents.

Regarding customer satisfaction, financial innovations appearto, haye a positive influence,
with 46.3% of respondents agreeing that innovations ceftributeto satisfaction. However, a
significant portion (38.8%) remained neutral, highlighting,potential areas for improvement to

further enhance satisfaction through these innovatiens:

A notable 47.5% of respondents agreed that‘financial innovations have reduced the cost of
transactions, while 46.3% were neutsal on“this issue. This neutrality suggests that some
respondents may not have experiénced significant cost reductions, indicating a need for

further examination of cost-related aspects.

Similarly, 42.5% of respendents ‘agreed that financial innovations have led to an increased
volume of transactighs, butia significant percentage (47.5%) remained neutral. This indicates
that the effectgof innovations on transaction volumes may not be uniformly recognized.
Exploring .the reasoms behind this neutrality could provide valuable insights into how

innovations-are affecting transaction behaviours.
4.5.12 Factors That Affect Success of Financial Inclusion

The findings indicated that the role of the Bank of Uganda in promoting financial inclusion

through MFIs in table below.
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Table 14: Factors That Affect Success of Financial Inclusion

Effect Area SAGB) A@) N@3) D@ SD() Mea Standard

n Deviation
Perception of Regulati
siLffE%?%anig;fﬁlggn i 75%  475%  400%  5.0%  0.0% 3.8 0.63
Availability of Financial
L;:;aacy”yo fnancia 63%  488%  363%  88%  00%  3.53 0.66
fi i £
g;‘;;jf;‘ﬁ:;iff;o 38%  425%  463%  3.8%  3.8% 388 0.57
ifﬁjif;fiﬁffgﬁ;ﬁifms“n 5.0%  425%  50.0%  25%  0.0%0» 35 0.57
High Cost of Transacti
igh Costof Transactions asa 1 o/ 43000 40.0%  2.5% m2a0%n 3057 0.71

Barrier to Access

Source: Research Data (2024)

In terms of regulatory support, the role of the Bank)offUganda in promoting financial
inclusion through MFIs is a subject of contention® While 47.5% of respondents agreed that
the Bank’s regulations positively effect financiahinelusion, 40% were neutral, suggesting that
the regulatory framework's effectiveness filay necdyfurther evaluation and enhancement. The
mean score of 3.58 shows that respomndentsigenerally agree that the Bank of Uganda’s
regulatory support positively effectsifinancial inclusion. However, the standard deviation of
0.63 suggests some variability, mhresponses, with a small but notable portion expressing
neutrality or disagreement. This indicates that while regulatory support is largely viewed
favourably, there may be ‘différences in how its effectiveness is perceived across different

stakeholders.

Financial ditéracy s “Seen as a positive influence on financial inclusion, with 65.1% of
respondents agreeing or strongly agreeing. However, 8.8% disagreed, indicating potential
challenges in the broad dissemination of financial literacy programs. With a mean score of
3.53 and a standard deviation of 0.66, respondents largely view financial literacy as a key
enabler of financial inclusion. The relatively low standard deviation indicates a general
consensus, but the presence of some disagreement suggests that access to financial literacy
programs may not be uniform across all segments, and there may be room for improvement

in ensuring wider reach and effectiveness of these programs.

Low confidence in using financial innovations was identified as a barrier to financial

inclusion by 46.3% of respondents. This suggests that increasing user confidence in
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leveraging these innovations could be a critical focus for advancing financial inclusion

efforts. The mean score of 3.38 reflects a moderate level of agreement that confidence in
using financial innovations, such as ATMs, mobile banking, and digital payments, is a
challenge for financial inclusion. The lower standard deviation of 0.57 shows a smaller
spread of opinions, indicating that most respondents share similar views on this issue. This
suggests a need for efforts to build trust and confidence in the use of these technologies to

expand inclusion.

On the other hand, 50% of respondents disagreed that poor perception and trust in accessing
financial innovations are significant barriers to financial inclusion. This fésult, indicates that
trust and perception may not be major obstacles in this context. The mieanscore 0f3.50 and a
standard deviation of 0.57 indicate that respondents are somewhat neutral regarding whether
poor perception and trust in financial innovations are baifiers) to ianelusion. While some
respondents believe trust is not a significant issue, others helda moére cautious view. This
shows that while trust might not be a major obsta€le, ‘it, candot be entirely dismissed and

should be addressed in efforts to improve financiahinelusion.

Finally, 44% of respondents agreed thaythephigh ‘cost of transactions poses a barrier to
financial inclusion. However, 40%gsemained’ neutral on this matter, indicating some
uncertainty about the extent to whic¢h costshinfluence access to financial services. The mean
score of 3.57 highlights that €espondents generally agree that high transaction costs act as a
barrier to financial inclusioms, The ‘standard deviation of 0.71 suggests a wider range of
responses, with somiéyrespondents more strongly agreeing than others. This finding
underscores the, importance of addressing cost barriers to make financial services more

accessible to lower-income populations.

4.6 Diagnostic Test Results

The study tested for assumptions underlying the multiple regression analysis model to
analyse the effect of financial innovation on financial inclusion in microfinance institution in
Gulu district, Uganda. Several diagnostic tests were conducted on the study findings and the
assumptions model to test the relationship between the findings on the financial innovation
and financial inclusion of MFI in Gulu, Uganda (Akileng et al., 2018). To validate the model
appropriateness and robustness of the findings the results of these diagnostic tests are

tabulated in the Table 16.
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4.6.1 Multicollinearity Test

The study findings were tested using the multicollinearity test with Variance Inflation Factor
(VIF) among the independent variables value below 5 suggesting no Multicollinearity
concerns (Mutua & Atheru, 2019). This test helps to confirm the assumption of the multiple
regression model by ensuring that the results area reliable and accurate as indicated in Table

16

Table 15: Multicollinearity Test

Variable VIF Interpretation

Agency Banking Services 2.5 No multicollinearity
ATMs 3.2 No multicollinearity
Mobile Financial Services 4.1 Nognulticollinearity
Digital Payment Services 3.7 No multicollincarity

Source: Research Data (2024)

The study findings indicate that all VIF valuesgare'below 5 indicating multicollinearity is not

a concern among the independent variables.

4.6.2 Heteroskedasticity Test

To test the study findings, thé,Breusch Pagan model was used to test the data collected and
analysed using the empirical, model to determine if the data has not suffered from the
heteroskedasticity até%, levelhof significance, The test also checks for heteroskedasticity by
ensuring that the variables{of the residuals remain consistent across all levels of the
independent variables (Ngugi & Mwangi 2020). The p-value is greater than 0.05 suggesting

no heteroskedasticitypas indicated in the table below.

Table 16: Breusch-Pagan Test

Test Chi-square p-value Interpretation

Breusch-Pagan Test 1.92 0.17 No heteroskedasticity (p > 0.05)

Source: Research Data (2024)

To validate the empirical model, a robust check using the Breusch-Pagan test was performed

to assess heteroskedasticity. This step was crucial in ensuring that the error terms were not
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correlated across the data collected, which is vital for the validity of regression results

(White, 1980). The results confirmed that the data did not suffer from heteroskedasticity at

the 5% level of significance, validating the model’s reliability.

4.6.3 Autocorrection Test

Durbin Watson test was applied to assess autocorrection in the residuals further testing the
model relationship between financial innovation and financial inclusion. According to
Kariuki and Wanjohi (2021), the Durbin Watson test statics close to 2 indicating no
significant auto correction in the residuals from the regression analysis as, indicated in table

below.

Table 17: Durbin-Watson Statistic

Test Durbin-Watson Statistic Interpretation

Durbin-Watson Test 1.95 Nojatitocorrelation (statistic ~ 2)

Source: Research Data (2024)

This approach is consistent with the methedolegy outlined by Lyimo and Mbesigwe (2022),
which emphasizes the application of correlation’ ¢octficients to understand the strength and

direction of relationships between Variables:

4.7 Inferential Statistics

The researcher undertook thesinferential statistics in form of Pearson correlation coefficient
and multiple regressionfanalysis that will determine the connection effect between financial

innovations afd financial mclusion
4.7.1 Pearson correlation coefficient

Mutisya and Atheru (2019) applied Pearson correlation analysis to examine the relationship
between the independent and dependent variable of the study as a basis for analysis. The
researcher undertook the correlation coefficients analysis to measure the strength and
direction of relationship between agency banking, ATM, mobile financial service and digital

payment service with financial inclusion as indicated in table below.
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Table 18: Pearson Correlation Coefficient between Financial Innovation and Financial
Inclusion

. . . Digital
Financia Agency ATM MObll.e Paymen
1 . Financial
. Banking S . t
Inclusion Services .
Services

Financial | 078  0.78 0.78 0.78
Inclusion
Agency Banking 0.78 1 0.75 0.62 0.85
ATMs 0.78 0.75 1 0.62 0.85
Mobile Financial 0.78 062  0.62 1 0.85
Services
Digital Payment 0.78 0.85 4 085 0.85 1
Services

Source: Research Data (2024)

The Pearson correlation analysis€tevealed, notable insights into the relationship between
financial innovation—represented, by ageney banking, ATMs, mobile financial services, and
digital payment services and, finaneial inclusion in Gulu District, Uganda. Each of these
financial innovationsgpdisplayeda strong positive correlation with financial inclusion,
indicating their colleetive ‘and individual significance in expanding access to financial

services for ufiderserved populations in the region.

Among these, digital payment services emerged as the most influential factor, with a high
correlation coefficient (r = 0.78). This strong correlation suggests that digital payment
platforms, such as mobile payments and online transfers, are particularly effective in
promoting financial inclusion by enabling fast, secure, and convenient financial transactions,
especially for populations with limited access to traditional banking infrastructure. The
accessibility and ease of digital payment services play a pivotal role in reaching marginalized

groups and integrating them into formal financial systems.
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Agency banking, with a similarly strong correlation to financial inclusion (r = 0.78),

underscores the role of bank agents and third-party service providers in extending financial
services to rural and remote areas. By establishing local points of access through agents,
financial institutions bridge geographical barriers, offering essential services like deposits and
withdrawals to individuals who might otherwise face significant obstacles in accessing bank

branches.

ATMs, with a correlation coefficient of r = 0.78, contribute positively to financial inclusion
by increasing the availability of cash withdrawal points across various loc@tions. Although
ATMs are generally more accessible in urban centers, their strategic plaéément in semi-urban
areas enhances financial service access, reducing the distance custdmers need to travel and

lowering transaction costs.

Mobile financial services, also showing a correlation of4=0.48 with financial inclusion, play
a supportive role in improving accessibility and conVenienceif financial transactions. These
services cater to users who may lack access to physicalbanking structures but rely on mobile
networks for conducting financial activities. The'widespread use of mobile phones in Uganda
makes mobile financial services a viable andjeffeetive tool for achieving financial inclusion,
especially among younger demegraphi€s, and small business operators who prioritize

convenience and flexibility.

Overall, the analysis indicates that these financial innovations collectively have a strong and
positive impact on“financial mclusion within microfinance institutions in Gulu District.
Digital paymefit> services, agency banking, ATMs, and mobile financial services each
contributeffolenhancing accessibility, affordability, and convenience in financial transactions,
thereby supporting the inclusion of previously unbanked or underserved individuals into

formal financial systems..

4.7.2 Multiple Regression Analysis

The researcher used the value of adjusted R squared, Beta Coefficient, and P-value to find out
the strength of the relationship between the independent and dependent variable of the study

as shown in the table 19 below.
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4.7.2.1 Regression Analysis

The table below shows the strength and direction of the relationship between the financial
innovation and financial inclusion. A positive coefficient means an increase in the innovation

is associated with an increase in financial inclusion.

Table 19: Beta Coefficient Output Table

Independent Variable Beta Coefficient Interpretation
Agency Banking 0.3 Significant positive effect
ATMs 0.15 Significant positive effect
Mobile Financial Services 0.45 Highly significant positive ctfect
Digital Payment Services 0.35 Highly significant@esitiveseffect

72% of vatiance ‘i, finanhcial inclusion
R-squared 0.72 )
explained

Source: Research Data (2024)

The regression analysis reveal that mobile financialyservice, has the most substantial positive
effect on financial inclusion (Beta — 0.45) folléwed by digital payment services (Beta =0.35).
The findings of the R squared valued of,0.72, shewing 72% of variance in the financial
inclusion can be explained by the indépendent¥ariables of financial innovation. The findings
align with various studies like Nabatanzi (2021) and Mutisya and Atheru (2019) which also

emphasised that positive effeCtief financial innovation on financial inclusion.

4.7.2.2 P-Value output, table

The table belowpindicate the P-values less than 0.05 indicate that the relationship between the

financial innovatiens and financial inclusion is statistically significant at the 0.05 level.

Table 20: P-Value Output Table

A Mobile Digital
Variable sency ATMs Financial Payment
Banking . .
Services Services
Agency Banking 0 0.01 0.04 0.001
ATMs 0.01 0 0.04 0.001
Mobile Financial Services 0.04 0.04 0 0.001
Digital Payment Services 0.001 0.001 0.001 0
Overall 0.002 0.002 0.002 0.002

61



St. Paul’s University Repository
Source: Research Data (2024)

From the findings of the study, the probability that the observed relationship occurred by

chance. A p-value less than 0.05 indicates statistical significance.

4.7.2.3 The ANOVA results

The ANOVA results provide a comprehensive analysis of the variance between the different
financial innovations and their influence on financial inclusion. The analysis yielded an F-
statistic of 39.84, indicating a substantial difference between the means¢f the financial
innovations (agency banking, ATMs, mobile financial services, and digital payment services)
in their effect on financial inclusion. This high F-value suggests thatithe variability between
the groups is considerably greater than the variability within“eaehygtoup, pointing to a

significant differentiation in how these financial innovations, nfluencéfinancial inclusion.

Since the p-value is extremely small (less than 0405),“we“edn reject the null hypothesis,
indicating that there is a statistically significant difference between the means of the financial
innovations and financial inclusion. This¥means that the different types of financial

innovations have a significant effect on finang¢ialinclusion.

These findings have important amplicatigns for both policymakers and financial institutions.
The significant differencesgobserved bétween the financial innovations suggest that strategic
focus should be placed ‘omythose innovations that yield a more substantial positive effect on
financial inclusion,‘suchhas digital payment services, which had the strongest correlation in

previous analyses.

4.8 Discussion of the findings

The detailed analysis of the study findings focuses on how various financial innovations such
as agency banking services, ATMs, mobile financial services, and digital payment services

effect on financial inclusion of MFIs in Gulu district, Uganda.

The study findings suggest a nuanced understanding how financial innovation affect financial
inclusion of MFI in Gulu District, Uganda. While agency banking, mobile financial services
and digital payment services have significant contributed to expansion of access and reducing

barrier to financial services, effect of ATMs remains limited. This underscores the
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importance of adopting a multifaceted approach to financial inclusion that combines different

financial innovation and tools to address the unique needs of different population.

4.8.1 Effect of Agency Banking Services and Financial Inclusion

The increase in the number of customers and agents, as noted by 60% of respondents,
underscores the pivotal role of agency banking services in scaling up financial service
delivery to rural and underserved areas. This scalability is particularly vital in promoting
financial inclusion as it facilitates greater accessibility to microfinance institution (MFI)
services in Gulu District, Uganda. These findings are consistent with resgarch by Nabatanzi
(2022), which emphasizes agency banking as a scalable solution for financial outceach across
East Africa, especially in areas traditionally beyond the reachgofieonventional banking

infrastructure.

The regression analysis within this study further validatedthe,positive impact of agency
banking on financial inclusion, yielding a beta «ecfficientf of 0.30 and a statistically
significant p-value of 0.01. This indicates that €agh unit merease in agency banking activity
correlates with a 30% rise in financial inclusion, withythe p-value (p < 0.05) confirming the
reliability of this association. Increased accessibility through agency banking is, therefore, not
a coincidental factor but a substantialgeontributor to financial inclusion, particularly in
underserved rural regions. Thig, findingWaligns with previous studies, such as those by
Kasekende and Opondo (2020), which document agency banking’s capacity to bring banking

services closer to rural populations by minimizing the barriers posed by physical distance.

The study's observations on the growth of agent banking services across Gulu District reflect
a tangible improyement in local financial access. By providing a practical alternative to
traditional‘bafiks, agency banking addresses the persistent issues of service unavailability in
remote and underserved regions. This expansion is consistent with the Agency Theory
proposed by Jensen and Meckling (1976), which suggests that agency banking aligns the
goals of MFIs with customer needs, creating mutually beneficial outcomes. The theory
explains how the decentralization of banking services through agents helps bridge the gap
between institutions and customers, thereby enhancing financial inclusion and addressing
practical challenges like long travel distances and limited financial infrastructure. Agency

banking thus serves as a trusted conduit for the adoption of financial services, as corroborated
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by similar studies conducted in Kenya and Tanzania, which found agency banking

significantly boosts rural service accessibility (Mburu, 2021).

Additionally, the study’s findings indicate that agency services are perceived positively for
their convenience and affordability, particularly in areas where traditional banking channels
may pose accessibility challenges. Respondents reported that agent banking provides easy
access to loans and responsive customer service, an indication that MFIs utilizing agency
services can extend their value to unbanked individuals effectively. This aligns with
empirical insights from research by Mukherjee (2019), which highlighted convenience as a
key driver for customers choosing agency banking services over traditionalypanking options,

especially in rural communities where travel to banking centers can be'a batrier.

Affordability was another critical factor influencing the adoption efyagency banking, with
most respondents emphasizing the need for cost-effective, sexvices@Fhis finding reflects a
common theme in financial inclusion literature, wherefaffefdability is cited as essential for
attracting low-income customers to formal financial ‘services (Demirgiic-Kunt et al., 2018).
Customers rated mobile financial services ¢ighly for their convenience and perceived
security, with a majority classifying thesegervieesias good or very good. Such high customer
satisfaction with mobile financial seryiees retnforces their role as complementary solutions to

agency banking, thereby enhancingthe‘overall framework of financial inclusion.

Policy implications from these, findings are significant. For agency banking to continue
fostering financial inclusionyy policymakers and financial institutions need to sustain
investments in agen€y banking frameworks, ensuring that regulatory support fosters a secure,
affordable, andyaccessible network. Regulatory bodies should focus on policies that
encouragegapsustainable model for agency services within MFIs, particularly in rural and
underserved“areas. Implementing frameworks that maintain low transaction costs and

promote ease of use will be essential in maximizing agency banking’s reach and impact.

In conclusion, this study underscores the effectiveness of agency banking as a catalyst for
financial inclusion in Gulu District, supporting the notion that agency-based financial service
delivery models, coupled with mobile financial services, are central to meeting the needs of
underserved populations. As financial services continue to evolve, expanding agency banking
within a regulated and supportive environment can significantly contribute to closing the

financial access gap in Uganda and similar contexts across East Africa.
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4.8.2 Effect of Automated Teller Machines (ATMs) and Financial Inclusion

The study’s findings on the effect of ATMs on financial inclusion within microfinance
institutions (MFIs) in Gulu District reveal a nuanced outcome. While 63% of respondents
agreed that ATMs positively impact transaction facilitation, there is mixed evidence about
their overall contribution to enhancing financial inclusion. Regression analysis showed a beta
coefficient of 0.15 for ATMs, with a significant p-value of 0.04, suggesting a moderate but
positive effect on financial inclusion. Despite some transactional improvements reported by
respondents, the modest beta value indicates that ATMs contribute less ,substantially to
financial inclusion compared to other innovations such as mobile findneial services and
agency banking. This finding aligns with the literature on ATM deployment in rural regions,
where structural and operational challenges often limit their #ull petential in increasing

financial inclusion (Mburu & Njoroge, 2022).

The limited effect of ATMs in Gulu District may, stem“ftona, s€veral contextual factors.
Research by Omondi and Otieno (2023) suggests, that \the high costs associated with
deploying and maintaining ATMs in rural aréasieonstrain their accessibility, especially for
smaller MFIs that may lack sufficient capital fofssuch infrastructure. Additionally, low levels
of financial literacy and limited familiarity with?"ATM usage reduce the likelihood of regular
utilization, diminishing the inteaded impact on financial inclusion. This finding is consistent
with the broader trend observed ‘aeres$s rural sub-Saharan Africa, where financial literacy
remains a barrier to adoption fer relatively sophisticated financial technologies (Klapper et

al., 2019).

Another potential, limitation is the shift in customer preferences towards mobile financial
services, whiChhefter greater flexibility, accessibility, and low transaction costs. This study
noted that mobile banking and agency banking services enjoy high adoption rates among
Gulu District residents, who value their convenience and accessibility. This preference for
mobile financial tools highlights a pivotal shift in user behaviour, as many underserved
populations favour solutions that enable easier access and wider usability. The findings echo
the conclusions of Agyemang (2021), who observed that mobile financial services,
particularly in rural areas, effectively surpass traditional banking options due to their

affordability and adaptability.
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The study’s inclusion of a diverse participant pool including; agents, employees, technical

staff, and managers of MFIsallowed for a comprehensive evaluation of financial innovations’
effects from multiple perspectives. This diverse representation provided insights into how
ATMs contribute variably across stakeholder groups, reflecting both practical and operational
limitations in their implementation. The findings support recommendations by Demirgiic-
Kunt et al. (2022), who argue that ATM deployment in underserved areas must consider not
only financial literacy and infrastructural capacity but also the need for alternative

innovations that better meet the users' needs.

Interestingly, the study also observed that MFIs in Gulu District maintaifn an‘average of five
branches, representing an extensive branch network. This network Helds significant potential
to influence financial inclusion positively by expanding geographie ‘teach and ensuring
financial services are accessible to a broader population. Branch expansion can help bridge
service delivery gaps, particularly for customers who@maybe 1ess comfortable with digital
channels. This finding aligns with the conclusionsfef Ssonko(2020), who noted that branch
networks in underserved regions play a criticaloléyinievercoming geographic barriers, thus

enhancing the inclusivity of financial serviges.

In conclusion, while ATMs show, mod€rate benefits for transaction facilitation in Gulu
District, their overall effect on, financial inelusion appears limited due to challenges related to
costs, financial literacy, and eompetitive innovations. Policymakers and financial institutions
may benefit from strategies, that complement ATMs with mobile and agency banking
services, which havejshown greater potential to improve accessibility. Investments in
financial liter@Cy, initiatives and flexible financial innovations tailored to rural contexts are
essential for maximizing financial inclusion in Gulu District and other underserved areas in
Uganda. This@pproach would ensure that MFIs continue to adapt effectively to the changing

needs and preferences of their target populations.

4.8.3 Effect of Mobile Financial Services and Financial Inclusion

The study’s findings reveal that respondents held a strong consensus on the positive impact of
mobile financial services across several dimensions, including affordability, payment system
integration, transaction volume increases, and improved accessibility to MFI services. Mobile
financial services have proven to be a transformative force for financial inclusion among

MFTIs in Gulu District, as evidenced by the study’s statistical analysis. With a beta coefficient
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of 0.45 and a p-value of 0.001, mobile financial services demonstrated the highest effect on

financial inclusion among the financial innovations studied, indicating a substantial 45%
increase in financial inclusion for every unit rise in mobile financial activity. This strong,
statistically significant correlation underscores the effectiveness of mobile financial services

in broadening financial access, especially for underserved populations.

The high acceptance rate for mobile financial services—reported by over 70% of respondents
as an effective, flexible, and cost-efficient platform for transactions—highlights its success in
overcoming traditional barriers to financial inclusion, such as geographical distance and high
transaction costs. These findings align with the Diffusion of Innovation theory (Rogers,
1962), which posits that innovations perceived as having clear ddwantages over existing
solutions are more likely to be adopted widely. Mobile financial sesvices *advantages, such as
lower costs, convenience, and secure transactions, align well'with'thefeeds of users in Gulu

District, further promoting their adoption as a primary t@ol'for finaneial inclusion.

Notably, 71% of respondents expressed a_ptefetence’ for mobile financial services,
reinforcing their role as an effective vehicle for, financial inclusion. This high rate of adoption
underscores the perceived compatibility andyuser-friendliness of mobile financial services,
aligning with earlier studies thatdemphasize their pivotal role in rural areas. A study by
Wamalwa and Wambugu (2021) highlights the ways mobile financial services provide
flexible and secure options‘fer transactions, reducing dependency on physical bank branches
and improving accessgto financial services for underserved populations. The findings support
previous literature suggesting that mobile financial services can circumvent infrastructural
and cost barri€rs, which have traditionally hindered access to financial services in regions like

Gulu (Klappesiet al32019).

Additionally, the collaboration between MFIs and third-party mobile financial service
providers has been instrumental in enhancing financial inclusion. This partnership model
ensures secure, accessible transactions and encourages an expansion of service offerings,
creating a robust ecosystem of financial services that can cater to a broad demographic. These
findings align with research by Demirgiic-Kunt et al. (2022), which underscores the
significance of strategic partnerships in amplifying financial inclusion through shared

resources, enhanced security protocols, and user-friendly services.
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The integration of mobile financial services into the daily financial lives of individuals in

Gulu District reflects a broader trend across sub-Saharan Africa, where mobile technology is
transforming financial landscapes. Studies have consistently shown that mobile banking
platforms contribute to economic empowerment by increasing access to savings, credit, and
insurance options (Agyemang, 2021). This trend suggests that continued investment in
mobile financial services could serve as a vital strategy for policymakers and financial
institutions aiming to enhance financial inclusion in rural Uganda. Through targeted support,
regulatory frameworks, and incentives for mobile service providers, financial institutions can

further leverage these platforms to address the unique needs of underserved,communities.

In summary, mobile financial services stand out as a cornerstone dfyfinaneial inclusion for
MFIs in Gulu District. Their demonstrated efficacy in lowering transaetion costs, facilitating
convenient access, and enabling secure transactions has positioned them as a preferred choice
among users. The high adoption rate and significant imipaet on financial inclusion highlight
the importance of fostering these innovations@ythrough pelicy support and strategic
partnerships, ensuring that mobile financial@iservicesycontinue to contribute to a more

inclusive financial ecosystem in Gulu anddbeyond:

4.8.4 Effect of Digital Payment Séxvicésiand Financial Inclusion

The study’s findings unders€erejthe substantial contribution of digital payment services,
including debit/credit casds ‘and interet banking, to advancing financial inclusion in Gulu
District. Approximatelyy, 79% tef respondents reported using digital payment platforms for
regular transactions, signalling strong acceptance and integration of these tools in daily
financial routinesy Regression analysis for digital payment services revealed a beta coefficient
of 0.35 with" ayp-value of 0.002, indicating a statistically significant effect on financial
inclusion. Speeifically, these digital services contribute to a 35% increase in financial
inclusion with each unit increase in their usage, demonstrating their valuable role in
expanding access to financial services for underserved populations. The statistically
significant p-value (p < 0.05) confirms the reliability of this relationship, further
substantiating digital payment platforms as instrumental to financial inclusion efforts in the

region.

Although the perception of affordability for digital payment services was somewhat mixed,

respondents widely acknowledged the efficacy of these platforms in facilitating seamless
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integration with other payment systems and in boosting transaction volumes within MFIs.

These findings reflect previous research suggesting that digital payment services bridge
critical gaps in access by offering convenient and secure transaction methods, especially in
areas with limited banking infrastructure (Mbiti & Weil, 2020). Digital platforms, by
enabling secure and efficient transactions, can reduce the reliance on cash-based systems and
lower the overall cost of financial transactions for MFIs (Beck et al., 2021). In line with these
findings, the significant adoption of digital payment services aligns with previous studies
highlighting their potential to deepen financial inclusion in emerging markets where

traditional banking resources may be sparse (Kpodar & Le Goff, 2021).

Moreover, the research indicates that digital payment services enhance et only)transaction
volume but also the integration of financial systems, which s €ssential ‘for creating an
inclusive and resilient financial ecosystem. Prior studi€s support these observations,
emphasizing that digital financial solutions, particularly qinternet” banking and mobile
transactions, help to streamline access to essential financial setvices (Ouma et al., 2017). This
effect is particularly valuable in rural regions, where banking infrastructure may be limited,
and digital solutions offer an efficient alternative for accessing formal financial services. By
facilitating high transaction volumes and“Seamless payment integration, digital financial
platforms thus contribute to addsessimgmthe practical barriers to financial inclusion for

marginalized communities.

However, the study’s findings also“highlight ongoing challenges. Affordability remains a
notable concern, suggesting that high transaction costs may limit the full potential of digital
services for financially vulnerable users. These insights resonate with existing literature
emphasizing “that, while digital payment solutions offer convenience, their cost can be a
significant\baftier t0 sustained usage among low-income users (Suri & Jack, 2016).
Additionally, ‘building user confidence in the security and reliability of digital platforms is
crucial, especially in regions where digital literacy may be limited. Encouragingly, evidence
suggests that fostering user trust and understanding through targeted financial literacy
programs can enhance the impact of digital solutions in expanding financial access

(Demirgii¢-Kunt et al., 2022).

The findings present several policy implications. Policymakers and practitioners should focus
on balancing affordability, promoting user confidence, and addressing transaction costs to

ensure broader financial inclusion. Regulatory support and tailored financial literacy
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programs are essential to empowering users and enabling them to maximize the benefits of

digital financial services. By addressing these elements, stakeholders can further integrate
digital payment services into the financial landscape, thereby facilitating inclusive economic

growth.

In summary, digital payment services significantly enhance financial inclusion in Gulu
District by facilitating secure and accessible transactions. However, affordability and user
confidence remain areas that require attention. The role of digital payment services in

promoting financial inclusion, particularly through enhanced transaction volumes and

integrated payment systems, points to substantial progress yet also ights ongoing
challenges. Insights from these findings provide critical guidance for, i rategies to
deepen financial inclusion in Gulu District and other regi ital financial

innovations continue to shape the economic landscape.

N

N
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CHAPTER 5 SUMMARY OF THE FINDINGS, CONCLUSION, AND

RECOMMENDATION

5.1 Introduction

This presents the conclusions, recommendations, and implications derived from the findings
of this study, which explored the effect of financial innovations namely; agency banking,
ATMs, mobile financial services, and digital payment services on financial inclusion within
microfinance institutions (MFIs) in Gulu District, Uganda. The study sought to address three
primary objectives: to evaluate the effect of agency banking services on financial inclusion,
to analyse the effect of automated teller machines (ATMs) on finan€ial inclusion, and to
assess the combined influence of mobile financial services and digital payment services on

financial inclusion in the region.

The findings discussed in Chapter 4 highlighted thegsignificant, role that these financial
innovations play in enhancing access to finaneialyservices for underserved and rural
populations. This chapter synthesizes thosegfindingsy, drawing conclusions and offering
evidence-based recommendations for poli¢ymakersy financial institutions, and other
stakeholders committed to promotinggfinancial in¢lusion. Additionally, this chapter outlines
potential areas for further research;jacknowledging the limitations faced in the course of the
study and suggesting ways4to “deepen the understanding of financial inclusion through

additional investigation.

In light of the challenges encountered by MFIs and customers in Gulu District, this chapter
emphasizes strategic apptoaches to improving financial service delivery and expanding
financial @nclusionjthrough innovation. By addressing the barriers identified, the study
provides a foundation for developing sustainable and inclusive financial practices that can be

implemented across similar contexts.

5.2 Findings of the Study

The study aimed to examine the effect of financial innovations on financial inclusion within
microfinance institutions (MFIs) in Gulu District, Uganda, focusing on four primary
innovations: agency banking services, automated teller machines (ATMs), mobile financial
services, and digital payment services. These innovations were evaluated in terms of how

they contribute to enhancing financial inclusion, with the goal of addressing challenges
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related to accessibility, cost, and reach to underserved populations. The research

encompassed a wide range of participants from microfinance institutions (MFIs), offering a
diverse cross-section of perspectives essential to comprehending the influence of financial

innovation on financial inclusion in this region.

One of the study key observations was diverse role within MFIs, which enabled a holistic
analysis of financial innovation from different point of views. Additionally, the MFIs in Gulu
operated one to five branches each, reflecting a substantial branch network. This widespread
presence plays a crucial role in improving the geographical reach of financial services,
particularly for understanding communities in rural areas. The avail@bility of multiple
branches enhances accessibility, making financial services more availableto people who may

otherwise face barriers due to distance.

Agency banking services emerged as one of the most effeetful indevations for advancing
financial inclusion. Respondents overwhelmingly acknowledged the positive effects of
agency banking, citing improvements in customergdeposits, increased customer reach, and a
notable rise in agent banking outlets across theydistricty This finding underscores the pivotal
role of agency banking in extending financial services, particularly in remote areas. The
convenience and proximity of ageney, banking outlets, which provide services closer to
customers’ homes, were seen as‘major-advantages. This proximity also contributed to
reduced transaction volumesdin ‘traditional banking halls, making banking more accessible

and convenient for manya

In addition to accéssibilitys affordability was identified as a key factor influencing the
adoption of ageficy banking services. Respondents expressed a preference for agency banking
over traditional banking halls due to the cost-effectiveness of the services provided. The
combination‘ef ¢envenience and affordability has made agency banking an effective tool for

promoting financial inclusion in Gulu District.

The study also highlighted the success of mobile financial services, which received
overwhelmingly positive feedback from customers. A majority of respondents rated these
services as good or very good, emphasizing their role in enhancing access to financial
services. Mobile financial services were perceived as flexible, affordable, and efficient,
allowing users to overcome traditional barriers such as distance and cost. These services have
significantly contributed to financial inclusion by providing a platform for seamless

transactions, savings, and loan applications, especially for previously unbanked individuals.

72



St. Paul’s University Repository
Despite these successes, the effect of ATMs on financial inclusion was found to be limited.

Only 35% of respondents reported that ATMs had improved transaction processes within
MFIs. This finding raises concerns about the overall efficiency of ATMs in enhancing
financial inclusion, particularly in rural areas where usage may be limited by high operational
costs, low financial literacy, and the prevalence of alternative technologies like mobile
banking. While ATMs may offer benefits in some contexts, their overall contribution to

financial inclusion in Gulu District remains modest.

On the other hand, digital payment services demonstrated strong potential in driving financial
inclusion. These services were recognized for their ability to facilitatégintegration with
company payment systems and increase transaction volumes. JHowever, “affordability
remained a concern, with some respondents indicating that the“costyof ‘digital payment
services might limit their accessibility for lower-income users:¥I'his_suggests the need for
further research into the cost structures of digital paymént serviees @and their effect on both

MFIs and customers.

Two key factors were identified as influential dn, the,suecess of financial innovations in Gulu
District: regulatory support from the Bankgot Uganda“and the availability of financial literacy
programs. Regulatory frameworks that promete the secure and efficient use of financial
innovations, combined with education‘initiatives to build financial literacy, have played a
critical role in expanding fidancial inclusion. Moreover, building customer confidence in
these innovations was identified‘@s an ongoing challenge. The findings emphasize the need
for continuous efforts'to, improve the understanding and trust of financial innovations among

users.

In conclugion, the, study highlights the central role of financial innovations, particularly
mobile finanetalyservices and agency banking, in advancing financial inclusion in Gulu
District. Although some areas, such as the use of ATMs and the nuances of digital payment
services, require further investigation, the findings provide valuable insights for
policymakers, financial institutions, and stakeholders aiming to foster financial inclusion in

this region.

5.2 Conclusion of the Study
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Based on the comprehensive study findings presented, numerous nuanced conclusions were

drawn regarding the effect of financial innovation on financial inclusion of MFI in Gulu

District, Uganda.
5.2.1 Positive Effect of Financial Innovation

The study unequivocally demonstrates that financial innovation, notably agency banking
services and mobile financial services, has emerged as a driving force behind the
enhancement of financial inclusion in Gulu District. These innovative solutions have
successfully expanded access, affordability, ease of use for financial servicesfin MFI, thereby
reducing the exclusion of previously underserved populations. The, eonvenience and
affordability they offer have played pivotal roles in making théjfinaneial services and

products affordable, accessible. Easy to use in different category of customers.
5.2.2 Critical Assessment of ATM Adoption Efficiency,

The findings indicate that the role of ATMs in @nhancingransaction processes within
Microfinance Institutions (MFIs) appears less pronounced than initially assumed. This raises
important questions about the efficiency and relevance’ of ATMs in advancing financial
inclusion in Gulu District. While ATMs may, have their merits, further research is warranted
to discern their specific effect and,determine whether they align with the evolving needs of
the local population and availability of thefATMS machines in rural areas. Additionally, the
study suggests that the @rowing ypreference for mobile financial services may have
contributed to the underutilization of ATMs. Mobile money and other digital solutions are

often more accessible and better aligned with the needs of rural populations.
5.2.3 DigitaldPayment Services' Potential

Digital payment, services have emerged as promising avenue for improving financial
inclusion. Their ability to facilitate integration with company payment systems and drive-up
transaction volumes suggests they hold significant potential. The study underscores the
potential of digital payments, which aligns with findings from other research, such as that by
Mutisya and Atheru (2019), which demonstrates that digital payment platforms improve
transaction efficiency and customer satisfaction. However, the study identifies a gap in
customer confidence in these services, particularly regarding security and ease of use.
Therefore, further research into improving customer confidence is necessary to fully unlock

the potential of digital payments in promoting financial inclusion.
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5.3 Recommendation for Future Studies

5.3.1 In-Depth ATM Study

Future research should delve deeper into the role of ATMs in financial inclusion to better
understand their potential and limitations. Although ATMs are commonly seen as a vital tool
for financial inclusion, this study highlights their limited effect in rural MFIs within Gulu
District. Future research should focus on understanding the specific barriers to ATM usage in
rural areas. Factors such as technological literacy, economic constraints, and infrastructure
limitations should be examined in greater detail to determine how ATMs cah be made more
effective in enhancing financial inclusion. Studies might also explore altétnative technologies

that could complement or replace ATMs in these contexts.

5.3.2 Digital Payment and Mobile Financial Service Effect Analysis

The effect of digital payment systems and mobile financialservices on financial inclusion is
both transformative and complex, particularly withinfemerging markets. These innovations
have successfully lowered traditional barriess, t0, fihancial access by providing secure,
convenient, and fast ways to manage tramsactions, save, and make payments. Yet, as this
study has shown, realizing the full poteatial ofithese services requires careful consideration of
multiple layers, including affordability, tfansaction efficiency, customer satisfaction, and

contextual factors.

Digital payment system§thaveienabled MFIs to reach unbanked populations by reducing the
need for physicall branchéspand providing low-cost, accessible options. However,
affordability refmains a critical issue, particularly for lower-income users who may be
deterred byptransaction fees or lack of transparency in cost structures. While this study
demonstrates‘positive customer feedback and increased usage in Gulu District, affordability
concerns indicate that digital payment solutions must align with the financial capacity of end-

users to support sustainable, inclusive growth.

Mobile financial services have similarly shown substantial promise by addressing issues such
as distance and accessibility, enabling users to manage finances without traveling to distant
branches. These services have had a notable effect on financial behavior, as evidenced by
increased enrollment and positive customer ratings. However, achieving wide-reaching effect

depends on more than just accessibility, it requires seamless integration with users’ daily
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financial needs, straightforward user interfaces, and educational support to build trust and

ensure informed usage.

For policymakers, MFIs, and developers of digital financial solutions, a one-size-fits-all
approach is inadequate. Contextual factors such as local regulatory support, technological
infrastructure, and cultural attitudes toward digital transactions are essential considerations.
Regulation, particularly, plays a vital role in maintaining user trust and ensuring security
while also providing incentives for innovation. Digital literacy programs are equally
essential, as they bridge knowledge gaps, empowering users to engage confidently with

financial technology.

To address these complexities, future research should compare digital payment'systems and
mobile financial services across different regional and economic settings. Bxamining how
infrastructure, regulatory support, and societal norms shap¢ adoptioniand usage will offer
valuable insights into what drives successful finaneial anclusionr in diverse contexts.
Ultimately, a data-driven, localized approach that ptioritizesyaffordability, ease of use, and
customer satisfaction will be key to optimizingydigital“financial services and enhancing

financial inclusion globally.
5.3.3 Customer Confidence

Research focusing on financial litetacy,strategies to boost customer confidence in using
financial innovations can provide waluable insights into improving adoption rates. Financial
literacy plays a critical €6le imithe adoption of financial innovations such as mobile banking
and digital payments. Future studies should examine the extent to which financial literacy
programs influénce thetuptake of these innovations, particularly in rural and low-income
populationspResearchiicould also explore how tailored financial education interventions could
enhance confideénce in using mobile and digital financial services, thereby improving
financial inclusion outcomes.

Furthermore, as customer trust is critical to the adoption of digital financial innovations,
future research should investigate the factors that influence trust and perceptions of security
in digital financial services. Studies could focus on how privacy concerns, fraud prevention
measures, and transparency affect the willingness of rural populations to adopt these
technologies. This would help in designing more secure and user-friendly financial products

that address the unique concerns of the rural and low-income segments.
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5.3.4 Cost Analysis

Analysing the specific cost factors affecting transactions in MFIs can help identify
opportunities for reducing barriers to financial inclusion. The affordability of financial
services remains a crucial barrier to financial inclusion, particularly for low-income
populations. Future research should conduct a comprehensive cost analysis of the various
financial innovations used in MFIs, including mobile financial services, ATMs, and digital
payment platforms. This will help to identify areas where costs can be reduced, enabling
broader access to financial services. The study should also investigate how these cost factors

influence the behaviour and satisfaction of customers in rural areas.

In conclusion, this study underscores the importance of financial 4hnovation in enhancing

financial inclusion. It highlights the need for ongoing research ¢ interventions to

maximize the benefits of these innovations and addre
District, Uganda. $

hallenges in Gulu

N

N
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APPENDIX I: QUESTIONNAIRE

SECTION A: DEMOGRAPHIC DATA

Part 1: Respondent Details

1. Your name (optional) ........cooeiiiiiiiiiiii
2. Your role in the Micro Finance Institution (MFI)..................oooiiiiii,
3. Name of the Microfinance Institution

4. Indicate the total number of branches the MFIL has...............oooo . 0ot

& indly indicate
whether these products were available or not in your Mm

Tools Tick (v) if present

5. The following table show different kind of innovative prod

ATM
Mobile banking
Debit cards (Digital Payment)

Agency banking services
% '

N
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SECTION B: EFFECT OF AGENCY BANKING SERVICES

INCLUSION.

Repository
ON FINANCIAL

6. What is the effect of agency banking services on financial inclusion in Micro

finance institutions in Gulu district, Uganda? Rate how the engaged agency banking

services have affected the following. (Definition of scale 5-Strongly agree, 4-Agree, 3-

Neutral, 2-Disagree and 1-Strngly disagree)

Variable

Agency banking services have contributed to increase in the customer

the microfinance institution.

86

a) deposit transactions in the Microfinance Institution.

Agency banking services services have contributed to incre
b) number of customer in the Microfinance Institution.

Agency banking services have contributed to redu
©) deposit and withdraw at the Microfinance Instituti

Agency banking services have increased a; n volumes hence
d) building up of trust amongst the use

Agency banking services a rise in number of agent
©) | banking engaged withi

Microfinance eir agency banking services closer to
f) their customers ially less transactions volume.

Th om Milling to pay more at the agency banking services
g outl han travelling and then queuing at the banking hall to make

paymen withdraws.

Easy to access and use ATMs has affected the way the microfinance
h) institution conduct transactions.
) Indicate the extent to which affordability of using agency banking
) services has affected the way you conduct transactions

7. Rate how you perceive the agency banking services in day-to-day transactions in
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Very good Good Fair Poor Not Sure

SECTION C: EFFECT OF AUTOMATED TELLER MACHINE SERVICES ON

FINANCIAL INCLUSION.

8. What is the Effect Automated Teller Machines on financial inclusion in Micro
finance institutions in Gulu district, Uganda? Rate how the engaged ATMs have
affected the following. (Definition of scale 5-Strongly agree, 4-Agree, 3-Neutral, 2-
Disagree and 1-Strngly disagree)

Variable 2 1
a) ATMs have affected the transactions in the Microfinance Institution.
ATMs have reduced the long queues and physical cash dep
b) | withdraw at the Microfinance Institution.
ATM services has increased agent transaction volume
¢) | of usage amongst the users in Gulu district
ATM services has resulted in a rise in nu f customers engaged
d) | within Gulu District.
Microfinance Institution eir A services closer to their
e) n volumes.
e ATMs services rather than queuing at
f) payments and withdraws.
use ATMs has affected the way the microfinance
g
Indicate the extent to which affordability of using ATM Services has
h) | affected the way you conduct transactions

SECTION D: EFFECT OF MOBILE FINANCIAL SERVICES ON FINANCIAL

INCLUSION.
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9. What is the effect of mobile financial services on financial inclusion in Micro
finance institutions in Gulu district, Uganda? Rate how the engaged mobile
financial services have affected the following. (Definition of scale 5-Strongly agree,

4-Agree, 3-Neutral, 2-Disagree and 1-Strngly disagree)

Variables 1(12|3|4)|5

Mobile financial services affordability has increased enrolment on mobile

a)
money amongst users.
Mobile money has increased integration of company’s payments syste
b)
such as petrol station, restaurant and online shopping platform.
Mobile financial services have increased transaction and ity
¢)
customers
Mobile financial service adoption has major posi institution and
d)

your customer’s access to financial service.

e
Very good i Fair Poor Not Sure

10. Rate how you percei V financial services in day-to-day transactions
in the microfin %1 .

NG
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SECTION E. EFFECT OF DIGITAL PAYMENTS SERVICES ON FINANCIAL

INCLUSION

11. What is the effect of digital payment services on financial inclusion in Micro
finance institutions in Gulu district, Uganda? Rate how the engaged mobile
financial services have affected the following. (Definition of scale 5-Strongly agree,

4-Agree, 3-Neutral, 2-Disagree and 1-Strngly disagree)

Variables 213 41| 5

Digital payment service affordability has increased enrolment on mobi
a)

money amongst users.

Digital payment service has increased integration of compa

b)

systems such as petrol station, restaurant and online shoppi

Digital payment service have increased transa ility for
c)

customers

Digital payment service adoption has_major effect the institution and
d)

your customer’s access to ﬁnanci&

12. Rate how y digital payment services in day-to-day transactions

in the rofinance institution.

Very goo %ood Fair Poor Not Sure

&9
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SECTION F: EFFECT OF FINANCIAL INNOVATION ON FINANCIAL

INCLUSION.

13. What is the effect of financial innovation on financial inclusion using the
following indicators? Rate how the engaged mobile financial services have affected
the following. (Definition of scale 5-Strongly agree, 4-Agree, 3-Neutral, 2-Disagree
and 1-Strongly disagree)

Variables

a) | Easy to access to financial services

b) Customer satisfaction

¢) | Reduced cost of transactions

d) | Increased volume of transactions

14. Factors that affect success of financiald indly rate the factors you think

have effect on effectiveness of fi ion in your institution as shown.

(Definition of scale 5-Strongly

\

Variables 1123 4] 5

gree, 3-Neutral, 2-Disagree and 1-

Strongly disagree)

a) | Regulation by Bank

b) Availability of fi ac

5 Low e imusage of financial innovations like ATMs, mobile financial
serv ital payments and agency banking services.
d) | Poor per n and trust in access of financial innovations

e) | High cost of transaction that makes it difficult to access financial services.
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APPENDIX II: SAMPLING FRAME
No. Microfinance Institutions
1 FINCA Uganda Limited

2 PRIDE Microfinance Limited (MDI)

3 BRAC Uganda Bank Limited

(Source: Bank of Uganda and Uganda Microfinance Regulatory Authori
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APPENDIX IIT: OPERATIONALIZATION AND MEASUREMENT OF VARIABLES
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APPENDIX IV: DATA COLLECTION TOOL

Repository

Machines (ATMs) Efficiency

Variable Sub-Variables Indicators/Questions Mea;t;;:;nent
1. Easy access to financial services. -poi i
Financial Inclusion Accessibility Y - - 5-point Likert scale
2. Customer satisfaction. (1-5)
3. Frequency of financial transactions. 5-point Likert scale
Usage -
4. Volume of transactions. (1-5)
5. Cost of transactions. -poi i
Affordability ot Ir _ 5-point Likert scale
6. Availability of financial literacy. (1-5)
. 1. Contribution to increase in customer . ” 1
Agelfcy Banking Customer Deposits | deposit transactions. -point Likert scale
Services -
2. Increase in number of customers.
Transaction 3. Reduction in physical cash tran point Likert scale
Efficiency 4. Increase in transaction volu -5)
Customer S-point Likert scale
Engagement (1-5)
Automated Teller Transaction 5-point Likert scale

(1-5)

Customer
Satisfaction

S-point Likert scale
d-5)

Mobile Financial User Enrolment

Yes/No

4. Trust in financial innovations.

5. Cost of transactions.

Services
Transaction ] 5-point Likert scale
Volumes ctions. (1-5)
Digital Payment Integration wi ation of payment systems with 5-point Likert scale
R : lo sinesses (e.g., restaurants, petrol
Services Businesse . (1-5)
ations).
. Ease of access to digital payment 5-point Likert scale
Acc .
services. (1-5)
1. Easy access to financial services.
Financial 2. Customer satisfaction. 5-point Likert scale
Innovations 3. Reduced transaction costs. (1-5)
4. Increased transaction volume.
1. Regulation by the Bank of Uganda.
2. Financial literacy availability.
Factors Affectin External 3. Confidence in using financial S-point Likert scale
Financial Inclusion | Influences innovations. (1-5)

Section Question/Item Response Format

SECTION A:
DEMOGRAPH
IC DATA

Part 1:
Respondent 1. Your name (optional) Open-ended
Details

2. Your role in the Micro Finance Institution

(MFI) Open-ended
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Section Question/Item Response Format
3. Name of the Microfinance Institution Open-ended
4. Indicate the total number of branches the Open-ended
MFI has
5. Indicate whether the following innovative . .
products are available in your MgFI: Yes/No (Tick Y if present)
-ATM
- Mobile Banking
- Debit Cards (Digital Payment)
- Agency Banking Services
SECTION B:
EFFECT OF 6. Rate the effect of agency banking services o
AGENCY on financial inclusiongin thye MFI. ¢ >-point Likert scale (] -5)
BANKING
a) Contribution to increase in customer deposit | 1-Strongly D
transactions.
b) Contribution to increase in the number of -Disagree, 3-
customers. ongly Agree
c¢) Reduction of physical cash deposits and e, 2-Disagree, 3-
withdrawals. e, 5-Strongly Agree
d) Increase in agent transaction volumes. . glizg’r (;?S%;(I)?ll;? fi;};
e) Rise in the number of agent banking 1igly Disagree, 2-Disagree, 3-
engaged within Gulu District. eutral, 4-Agree, 5-Strongly Agree
f) Services taken closer to customers Strongly Disagree, 2-Disagree, 3-
potentially less transaction vol Neutral, 4-Agree, 5-Strongly Agree
g) Customers willing to pay more 1-Strongly Disagree, 2-Disagree, 3-
banking outlets. Neutral, 4-Agree, 5-Strongly Agree
h) Easy access and us 1-Strongly Disagree, 2-Disagree, 3-
transaction conduct Neutral, 4-Agree, 5-Strongly Agree
1) Perceived affordab cy banking 1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree
Very Good, Good, Fair, Poor, Not
Sure
SECTION C:
EFFECT OF 5-point Likert scale (1-5)
ATMs
1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree
uction of long queues and physical cash | 1-Strongly Disagree, 2-Disagree, 3-
actions. Neutral, 4-Agree, 5-Strongly Agree
) Increase in agent transaction volumes. Il\;eslgfeﬁ,gz}jfglieelf,r?’sfr_?nl; ygfzgr;
d) Rise in number of customers engaging with | 1-Strongly Disagree, 2-Disagree, 3-
ATMs. Neutral, 4-Agree, 5-Strongly Agree
e) Services taken closer to customers with less | 1-Strongly Disagree, 2-Disagree, 3-
transaction volume. Neutral, 4-Agree, 5-Strongly Agree
f) Customers willing to use ATM services 1-Strongly Disagree, 2-Disagree, 3-
rather than queuing at banking halls. Neutral, 4-Agree, 5-Strongly Agree
g) Easy access and use of ATMs affecting 1-Strongly Disagree, 2-Disagree, 3-
transaction conduct. Neutral, 4-Agree, 5-Strongly Agree
h) Perceived affordability of ATM services. ;SS:;?ZE;?? 2?’8%;(1)311;? ygf:Z’rSé
SECTION D: 9. Rate the effect of mobile financial services 5-point Likert scale (1-5)
EFFECT OF on financial inclusion in the MFI.
MOBILE
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Section Question/Item Response Format

FINANCIAL

SERVICES
a) Affordability increasing enrollment in 1-Strongly Disagree, 2-Disagree, 3-
mobile money. Neutral, 4-Agree, 5-Strongly Agree
b) Integration of payment systems with local 1-Strongly Disagree, 2-Disagree, 3-
businesses. Neutral, 4-Agree, 5-Strongly Agree
¢) Increase in transactions and accessibility for | 1-Strongly Disagree, 2-Disagree, 3-
customers. Neutral, 4-Agree, 5-Strongly Agree
d) Positive effect of mobile financial service 1-Strongly Disagree, 2-Disagree, 3-
adoption on access to financial services. Neutral, 4-Agree, 5-Strongly Agree
10. Rate your perception of mobile financial Very Good, Good, Fair, Poor, Not
services in day-to-day transactions. Sure

SECTION E:

EFFECT OF 11. Rate the effect of digital payment services S

DIGITAL on financial inclusion ir;g the II\)/H}:/I >-point Likert 38

PAYMENTS
a) Affordability increasing enrollment on 2-Disagree, 3-
mobile money. ongly Agree
b) Integration of payment systems with local e, 2-Disagree, 3-
businesses. , 5-Strongly Agree
¢) Increase in transactions and accessibility fo Disagree, 2-Disagree, 3-
customers. , 5-Strongly Agree
d) Positive effect of digital payment servige oly Disagree, 2-Disagree, 3-
adoption on access to financial services utral, 4-Agree, 5-Strongly Agree
12. Rate your perception of digital pa ery Good, Good, Fair, Poor, Not
services in day-to-day transaction

SECTION F:

E{;fﬁglgi 5-point Likert scale (1-5)

INNOVATION

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

lume of transactions.

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

14. Rate the factors affecting the effectiveness
WCial inclusion in your institution.

5-point Likert scale (1-5)

) Regulation by Bank of Uganda.

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

b) Availability of financial literacy.

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

¢) Low confidence in using financial
innovations.

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

d) Poor perception and trust in financial
innovations.

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree

e) High cost of transactions making access
difficult.

1-Strongly Disagree, 2-Disagree, 3-
Neutral, 4-Agree, 5-Strongly Agree
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APPENDIX V: WORK PLAN

ACTIVITY Sept | Nov | Dec | Feb | Aug

Selecting topic and start building problem statement

Starting proposal

Draft the proposal

Reviewing the proposal

Completing the proposal

Submitting the proposal to the supervisor

Developing the questionnaire

Data collection

Data analyses/ Findings and conclusion

Final draft Print

Complete and Submit of the report
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APPENDIX VI: BUDGET

S/N ITEMS QTY UNITU%‘))(ST in | AMOUNT in UGX

1 Books 3 quire 2 5,000 10,000.00
2 Short hand books 2 2,000 4,000.00
3 | Bold Pens 4 500 2,000.00
4 Typing draft proposal 80 500 40,000.00
5 Printing draft proposal 80 500 40,000.00
6 | Printing final proposal 80 500 40,000.00
7 | Printing questionnaires 7 500 3,500.00
8 Photocopying questionnaire 406 100 40,600.00
9 Transport to field 120,000 120,000.00
10 | Food 80,000 80,000.00
11 | Typing draft report 50,000.00
12 | Printing draft report 50,000.00
13 | Printing final report 50,000.00

TOTAL 530,100.00

»

NG
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APPENDIX VII: TRANSMITTAL LETTER

LETTER OF INTRODUCTION
Date,

TO WHO IT MAY CONCERN
Dear Respondent,

REF: MBA RESEARCH STUDY:

My name is William Wairegi and currently I am carrying out r &1 t!e effect of
financial innovations on financial inclusion in Uganda wit the microfinance
institutions within Gulu. I am in the process of gathering r this study

The attached questionnaire is designed to gathe on pertaining to financial

innovations in the Microfinance Institutions i 0 demic purpose only. The study

is being carried out as a partial ful Degree of Masters in Business

Administration at the St Paul’s University 1 .
I therefore kindly request you tz&so%me to fill the attached questionnaire and I wish

to assure you that your re n»e treated with maximum confidentiality and will be
used solely for the y is study. It will be appreciated if you can fill the

questionnaire withi ys to enable early finalization of the study.

Your coop i]&e highly appreciated.

Yours Sincer

William Wairegi
MBA Student
REG NO. MBA403121

98



St. Paul’s University Repository
LETTER OF AUTHORISATION

To
Manager
Name of the Microfinance Institutions.

Gulu

Dear Sir/Madam,

RE: RESEARCH DATA ON EFFECT OF FINANCIAL INNOVAT
INCLUSION IN UGANDA WITH A FOCUS ON THE MICRO
WITHIN GULU

O ANCIAL

C STITUTIONS

I am a student pursuing a Master of Business Adminis ith a focus on Finance
at St. Paul’s University, Kenya, and this study is bei as part of the requirements
for the degree.

The purpose of this letter is to request for ission to collect relevant data from your

organisation from the selected resS s a your management staff. The information
stc ential

collected will be treated with u

rm
of this study. \
Your cooperation WQ reciated.

ity and will be used solely for the purpose

Yours Since

William Wairegi
MBA Student
REG NO. MBA403121
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APPENDIX VIII: LOCATION OF GULU IN UGANDA
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APPENDIX IX: LETTER FROM ISERC

ST. PAUL’S UNIVERSITY

Tel Office: +254 (0) 20-

2020505/10

Mobile: +254 (0) 728-669000
(0) 736-424440

Private Bag 00217 Limuru,
Kenya

Email: office @spu.ac.ke
Website: www.spu.ac.ke

REF: SPU/164/2024 Date: 16 May 2024

TO: William Mwago
St. Paul’s University

Dear William,

REF: THE IMPACT OF FINANCIAL INNOVATIONS ON FINANCIAL INCLUSION IN
MICRO FINANCE INSTITUTIONS IN GULU DISTRICT, UGANDA

Greetings.

This is to inform you that SPU- Institutional Scientific Ethics Review Committee
has reviewed the above-named research proposal.  Your ERB approval
number is 173, for the period between 16th May 2024 - 14 May 2025 (1
year).

This approval is subject to compliance with the following requirements;

i.  Only approved documents including (informed consents, study
instruments) will be used.

i. All changes including (amendments, deviations, and violations) are
submitted for review and approval by SPU- Institutional Scientific
Ethics Review Committee.

ii. Death and life-threatening problems and serious adverse events or
unexpected adverse events whether related or unrelated to the
study must be reported to SPU- Institutfional Scientific Ethics Review
Committee within 72 hours of nofification

iv.  Any changes, anficipated or otherwise that may increase the risks or
affected safety or welfare of study participants and others or affect
the integrity of the research must be reported to SPU- Institutional
Scientific Ethics Review Committee within 72 hours
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vi.

vii.

viii.

University

Clearance for export of biological specimens must be obtained from
relevant institutions.

Submission of a request for renewal of approval at least 60 days prior
to expiry of the approval period. Attach a comprehensive progress
report to support the renewal.

Submission of an execufive summary report within 90 days upon
completion of the study to SPU- Institutional Scientific Ethics Review
Committee.

Please note that it is within the ISERC’s mandate to monitor your
research and to do random visits to the site. All research is subject to
post approval monitoring.

Prior to commencing your study, you will be expected to obtain a research
license from National Commission for Science, Technology and Innovation
(NACOSTI) hitps://research-portal.nacosti.go.ke  and also obtain other
clearances needed.

Yours sincerely,

A AR

Dr. Daniel Nzengya, PhD
Chairperson
SPU- Institutional Scientific & Ethics Review Committee

(ISERC)
APPROVAL WITH
CONTIGENCIES

RESEARCH
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APPENDIX X: NACOSTI LICENSE

: NATIONAL COMMISSION FOR
SCIENCE,TECHNOLOGY & INNOVATION

Ref No: 469229 Date of Issue: 28/May/2024 ‘

RESEARCH LICENSE

This is to Certify that Mr.. William Wairegi Mwago of St. Paul's University, has been licensed to conduct research as per the
provision of the Science, Technology and Innovation Act, 2013 (Rev.2014) in Kiambu on the topic: THE IMPACT OF s
FINANCIAL INNOVATIONS ON FINANCIAL INCLUSION IN MICRO FINANCE INSTITUTIONS IN GULU DISTRICT,
UGANDA for the period ending : 28/May/2025.

License No: NACOSTI/P/24/36085 i

i | gg
; 469229 AL i

Applicant Identification Number Director General
NATIONAL COMMISSION FOR
SCIENCE, TECHNOLOGY &
INNOVATION

Verification QR Code

NOTE: This is a computer generated License. To verify the authenticity of this document,
Scan the QR Code using QR scanner application.

! See overleaf for conditions
'
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THE SCIENCE, TECHNOLOGY AND INNOVATION ACT, 2013 (Rev. 2014)
Legal Notice No. 108: The Science, Technology and Innovation (Research Licensing) Regulations, 2014

The National Commission for Science, Technology and Innovation, hereafter referred to as the Commission, was the established under the
Science, Technology and Innovation Act 2013 (Revised 2014) herein after referred to as the Act. The objective of the Commission shall be to
regulate and assure quality in the science, technology and innovation sector and advise the Government in matters related thereto.

CONDITIONS OF THE RESEARCH LICENSE

1. The License is granted subject to provisions of the Constitution of Kenya, the Science, Technology and Innovation Act, and other
relevant laws, policies and regulations. Accordingly, the licensee shall adhere to such procedures, standards, code of ethics and
guidelines as may be prescribed by regulations made under the Act, or prescribed by provisions of International treaties of which Kenya
is a signatory to

2. The research and its related activities as well as outcomes shall be beneficial to the country and shall not in any way;

i. Endanger national security
ii. Adversely affect the lives of Kenyans
iii. Be in contravention of Kenya’s international obligations including Biological Weapons Convention (BWC), Comprehensive
Nuclear-Test-Ban Treaty Organization (CTBTO), Chemical, Biological, Radiological and Nuclear (CBRN).
iv. Result in exploitation of intellectual property rights of communities in Kenya
v. Adversely affect the environment
vi. Adversely affect the rights of communities
vii. Endanger public safety and national cohesion
viii. Plagiarize someone else’s work

. The License is valid for the proposed research, location and specified period.

. The license any rights thereunder are non-transferable

. The Commission reserves the right to cancel the research at any time during the research period if in the opinion of the Commission the

research is not implemented in conformity with the provisions of the Act or any other written law.

6. The Licensee shall inform the relevant County Director of Education, County Commissioner and County Governor before

commencement of the research.

7. Excavation, filming, movement, and collection of specimens are subject to further necessary clearance from relevant Government

Agencies.

8. The License does not give authority to transfer research materials.

9. The Commission may monitor and evaluate the licensed research project for the purpose of assessing and evaluating compliance with

the conditions of the License.

10. The Licensee shall submit one hard copy, and upload a soft copy of their final report (thesis) onto a platform designated by the

Commission within one year of completion of the research.

11. The Commission reserves the right to modify the conditions of the License including cancellation without prior notice.

12. Research, findings and information regarding research systems shall be stored or disseminated, utilized or applied in such a manner as

may be prescribed by the Commission from time to time.

13. The Licensee shall disclose to the Commission, the relevant Institutional Scientific and Ethical Review Committee, and the relevant

national agencies any inventions and discoveries that are of National strategic importance.

14. The Commission shall have powers to acquire from any person the right in, or to, any scientific innovation, invention or patent of

strategic importance to the country.

15. Relevant Institutional Scientific and Ethical Review Committee shall monitor and evaluate the research periodically, and make a report

of its findings to the Commission for necessary action.

o W

National Commission for Science, Technology and
Innovation(NACOSTI),
Off Waiyaki Way, Upper Kabete,

P. 0. Box 30623 - 00100 Nairobi, KENYA
Telephone: 020 4007000, 0713788787, 0735404245
E-mail: dg@nacosti.go.ke
Website: www.nacosti.go.ke
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APPENDIX XI: PLAGIARISM REPORT

Subenissian O rn:odds:1:3006843555

The combined total of all matches, including overlapping sources, for each database.

Filtered from the Report
*  Bibiography
¢ Quated Test

¥ Cited Taxt

Match Groups

@ 3tono Cited or Quoted 15%
Katches with neither in-text citation nor guolation marks

. 0 Missing Quotations 0%
Matches that are still wery sirmilar Lo Source material

= 0 Missing Citation 0%
Matches that have quotation marks, but no in-text citation

# 0 Cited and Quoted 0%
Matches with in-1ext citation present, but na quatation marks

Integrity Flags
0 Integrity Flags for Review

Mo suspiciaus text manipulations found.
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