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This study investigates the impact of digitalization on financial inclusion using
Khushhali Microfinance Bank (KMBL) as a case study. It assesses how digital tools
such as mobile banking, mobile money and digital wallets can improve consumer
access, efficiency and financial inclusion in underserved areas of Pakistan. The
study also investigates the mediating role of customer usability and performance
improvement in supporting account ownership, credit utilization and financial
support generation. Method: This study implements a quantitative approach by
means of a designed survey tool circulated to 400 respondents, both urban and
rural customers of KMBL were approached. Graded random sampling ensures
diversity among the population with respect to age, gender, income level and
area of residence. Data were analyzed using statistical methods such as
regression analysis to evaluate hypotheses and assess the relationship between
personal variables (digital drivers), compatibility (users’ product availability,
efficiency) and differences (including financial outcomes). Key findings: 1. Access
to customers: Digital technology reduces geographical and financial barriers and
has a positive impact on access to financial services (\(\beta = 0.68, p < 0.01 \)).
Operational Efficiency: Digitalization improves service, reduces credit periods and
increases customer satisfaction (\( \beta = 0.54, p < 0.05\)). Financial outcomes
include: Increases in account ownership, active usage and lending are positively
associated with digital service adoption (\(R^2 = 0.61 \)). Mediation Effects: User-
friendliness and operational efficiency influence the relationship between
digitalization and financial inclusion (\(F \)-statistic: 50.87, \( p < 0.01\)). br>Data .
Analysis: This study uses statistical data to describe the respondents and analyze
service delivery. Regression analysis showed strong explanatory power of the
model (\(R^2 = 0.54-0.61\)) and significant beta values for the predicted variables.
The hypotheses indicate significant relationship that digital financial services are
critically facilitated by digital literacy. Conclusion: by enlightening outreach and
operative proficiency, the Digitalization pointedly boosts financial inclusion at
KMBL. The conclusions highlighted the requirement for targeted involvements, as
well as digital literacy plans, structure developments, and gender-focused
initiatives, to maximize the benefits of digital transformation in the microfinance
sector.
Key words: KMBL, Microfinance Institutions (MFIS), Financial Inclusion,
Digitalization, Digital drivers
Topic Introduction
One of the most important changes that has occurred in the world over the past
few decades is the development of digital technology. Other than state banks, the
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financial sector includes many players, including MFIs. Products such as mobile
apps, AI-based solutions, and blockchain have become essential in closing the
gaps in access to financial services. By utilizing such tools, these types of
institutions have been able to cut expenses, increase service provision rates, and
extend their reach to areas that were previously inaccessible. For instance, mobile
or internet-based platforms allow for instant fund transfers and easy loan
approvals which aids in reaching clients who live in far-off regions.
In recent years, new analyses highlight the critical importance of the digitization
of the economy in achieving a more inclusive finance. According to Chu et al.
(2023), the digitization of banks is an effective catalyst of inclusive finance and
especially of promoting economic prosperity of the underserved through risk
mitigation and profit-driven development. They note that digital technologies are
fully capable of enhancing the effectiveness of the outreach and guarantee the
sustainability of the institutions that employ these approaches. Also, a 2022 study
focuses upon how MFIs are using technology solutions to tackle the challenges of
acquiring customers and reaching out to the unbanked population, although with
warnings such as technological and regulatory obstacles in certain demographics
These perceptions offer a vigorous underpinning for sightseeing in what way
Khushhali Microfinance Bank can connect digital transformation to development
financial inclusion, achieve operational efficiency, and support economic
empowerment in Pakista
Financial Inclusion
Financial inclusion is defined as the availability of the circumstances and
opportunities to access and use viable and relevant financial services, products
and utilities such as savings, credit, remittance, insurance and payments. It is
important as it actively participates in the elimination of poverty and the increase
of economic activities as it allows the people to handle on risks, capitalize on the
chances, and boost their income.
As of the year 2021, the global landscape of financial inclusion has shifted
dramatically for the better. Citing statistics from the World Bank, it reveals that
bank penetration amongst adults has increased to 76% as compared to 51% back in
2011 again today. This trend has principally been caused by unique financial
systems ever implemented across hundreds of mobile money accounts registered
1.35 billion. Still, the problems persist, where 1.4 billion individuals classified as
adults do not have access to any type of official financial institution and the
largest concentration is in developing countries. The pandemic positioned digital
financial services N that vaccines had a beneficial effect on reaching the
unreached and the underserved.
On the need for reform, the emphasis has been centered on improvement in
account activity rather than active account ownership. India and Kenya are among
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a host of nations that have showcased success in these aspects of financial
reforms and mobilization through digital innovations.
Recent National and International Studies that Shack Light on Financial Inclusion:
Pakistan's National Financial Inclusion Strategy (NFIS):
Pakistan's NFIS aims to expand financial inclusion with a focus on underserved
groups, such as women and small enterprises. Recent strategies emphasize digital
financial services as a crucial pillar, aiming for universal access by 2030. Data from
the NFIS shows substantial progress, with an increase in account ownership,
particularly driven by digital payment platforms and mobile banking.
Diagnostic Study of Financial Inclusion in Pakistan (2023)
This study analyzed the impact of microfinance institutions and highlighted key
gaps in the inclusion of rural and low-income populations. It emphasizes
leveraging fintech to address these gaps effectively.
Global Findex 2021
Published by the World Bank, the Global Findex database shows a 50% rise in
financial account ownership globally over the past decade. However, it highlights
persistent challenges such as gender and income gaps. The COVID-19 pandemic
catalyzed digital payment adoption, significantly influencing financial inclusion
efforts worldwide.
Jordan's National Financial Inclusion Strategy (2023-2028)
This strategy targets underserved groups, including women, youth, and refugees,
with measurable outcomes such as reducing the gender gap in account ownership.
The approach includes integrating savings and green finance frameworks to
promote inclusive and sustainable development.
The Role of Fintech in Sub-Saharan Africa (2023)
This research investigates the challenges faced by the rural populace of such
regions which are not easily accessible where traditional banks are not readily
available. The results stress the ideas of mobile banking as a game changer in
accelerating inclusion.
These studies in aggregate indicate how certain approaches as well as
technologies are predominant factors in closing the financial inclusion gap in the
global and national contexts.
Khushhali Microfinance Bank (KMBL)
Khushhali Microfinance Bank Limited (KMBL) is among the biggest microfinance
institutions in Pakistan, launched in the year 2000 with Poverty Reduction
Strategy whose focus was the Microfinance Sector Development Program (MSDP)
of the Gov of Pakistan. She was first funded by the Asian Development Bank to
offer financial services to the poor and marginalized members of the community
in rural areas. KMBL although its headquarters are in Islamabad, it aims at
enhancing financial accessibility among the poor people, micro businessmen and
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small companies.
The bank implemented its strategy and currently offers several financial products
including among others micro loans, deposit, agricultural loans as well as
insurance products so as to cater for the varied family needs of the customers. In
the course of time, KMBL has also adopted some modern digital channels for
effective service provision especially mobile banking and banking and digital
wallets, aimed at improving financial inclusion across the country.
Khushhali Microfinance Bank limited (KMBL) is the largest microfinance pillar in
Pakistan concerned with socio economic development by promoting financial
inclusion to hitherto unserved populations. The bank has registered remarkable
successes as of 2023 such as a deposit base exceeding PKR 101 billion. Retail
depositors who constitute 90% of its clients demonstrate the Bank’s ability to
forge itself to the community. The bank also scored a success in recovery of loans
exceeding PKR 1 billion through its recovery unit and call centers.
KMBL’s financials as of 2023 indicate net finances of about 67 billion PKR, total
assets of PKR 114 billion and sizable portfolio of investments with a worth of
around 12 billion PKR. In spite of the threats, the bank still maintains its focus on
providing long term interventions, offering customers centric approaches and
borrowing sensibly in order to further its efforts towards promoting financial
inclusion in Pakistan.
KMBL is fully established across Pakistan through a network of over 240 branches
and service centers with millions of clients. It has received commendations for its
endeavors in economic empowerment and financial health for the needy
especially women and rural communities.
KMBL further continues to fulfill its central role in providing finance for the under
banked sections of populations which supports the national strategic objectives
of economic growth and poverty alleviation.
Study Objectives
1. Examine Digitalization's Role in Financial Inclusion
how Khushhali Microfinance Bank's digital facilities increase access for
underserved segment of society.
2. Assess Effect on Accessibility
what a digital means' success in reducing geographical and economic barriers.
3. Assess Operational Enhancements
to assess the proficiency advantages accomplished through digital transformation.
Research Gap
Various researchers have gravitated towards the importance of digitalization in
the area of financial inclusion, however, there is little empirical evidence regarding
its impact on microfinance institutions (MFIs) in Pakistan specifically. This has
been regarded as a case that is unique to Pakistan, as most studies conducted
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previously only concentrated on the worldwide or regional picture, and paid little
attention to the operational and customer level impact of such digital
advancements in the case of Khushhali MF.
Recent findings (Chu et al., 2023) highlight how digital tools enhance the delivery
of financial services in underserved regions; however, specific data on their
impact on micro-entrepreneurs and low-income communities in Pakistan is lacking.
Additionally, while the importance of mobile banking and mobile money has been
recognized, few studies examine the interplay between gender, income
disparities, and digital adoption in microfinance contexts.
This research aims to fill this gap by assessing the unique challenges and
opportunities that digitalization presents for financial inclusion at Khushhali
Microfinance Bank, considering both operational efficiency and client accessibility.
This research seeks to bridge this gap by determining the challenges and
opportunities financial inclusion at Khushhali Microfinance Bank brought by
digitalization, focusing on both the operational perspective and client perspective.
Significance of the Study
References to literature on Financial Inclusion
It complements recent researchers related to the digitalization and financial
inclusion nexus with an emphasis on microfinance in Pakistan’s context. While
concentrating on Khushhali Microfinance Bank, this research will provide practical
scenarios of the application of digital tools to the unbanked and underbanked
clientele in order to facilitate the promotion of financial access beyond the
traditional confines of banking.
Policy Implications for Financial Inclusion
Given Pakistan's financial inclusion thrust, this research can benefit policy makers,
and financial institutions by elucidating the gaps and scope in the use of digital
penetration for reaching out to the bottom of the pyramid. It will recommend
policies that are based on empirical evidence on ways that digitalization can be
used more strategically in financial inclusion
Gender and Economic Impact
While filling the existing knowledge gap through this research on the role of
digital financial services in helping to address the disparities in income and
empowering women, who are at times, AI-Online banking services do significantly
enhance the unbanked segments as we target specific socio economic and
gender segments to foster financial inclusiveness in the country as a whole,
Operational Insights for MFIs
The research will provide operational insights to microfinance institution on how
digitalization can enhance operational efficiency contributing to profitability while
enabling effective service delivery in rural and isolated locations without
conventional banking facilities.
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In summary, the conclusions of this research are likely to have significant
consequences for both the theoretical analysis of financial inclusion and the real
practice of the introduction of digital finance solutions in Pakistan and other
countries with similar market conditions.
Conceptual Framework and Model
The objectives of this model are to examine the impact of digital strategy on
financial inclusion with regards to KMBL’s target through three key water points:
scaling existing services to undersupplied areas, enhancing learning on availability
and usability, and scaling efficiencies
Independent Variables (Digitalization Drivers):
1. Mobile Banking & Digital Wallets: The increasing use of mobile devices for

carrying out transactions and carrying out account management.
2. Mobile Money: Related to decentralizing financial services through digital

payment methods to reach more users especially in the rural sector.
3. Digital Literacy & Internet Access: This refers to the client’s capacity to fully

utilize digital instruments which affects their usage of digital financial
solutions.

Mediating Variables
1. Customer Accessibility: How barriers in distance, income level among

others are solved by digital instruments in provision of financial services, in
particular for rural and low income people.

2. Operational Efficiency: This refers to the increase in efficiency and
effectiveness of service delivery by banks through the utilization of digital
tools

Dependent Variables (Financial Inclusion Outcomes):
1. Account Ownership & Usage: The growth of usage of accounts particularly

in people who hadn’t had an account with any bank before.
2. Credit Access & Loan Utilization: Increased availability and use of

microloans and more financial products as a result of advances in technology.
3. Economic Empowerment: The overall contribution to increased security

and empowerment for the financially poor and those at the society
peripheries.

Hypotheses
H1: Digitalization (mobile banking, mobile money) enhances customer accessibility,
improving access to financial services for underserved populations in rural and
economically disadvantaged areas.
Supported by studies such as Chu et al. (2023), which shows how digital tools can
reduce geographical and economic barriers to financial access.
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H2: The adoption of “digital tools” (mobile banking, digital wallets) improves
**operational efficiency** by streamlining banking processes like loan
disbursement, account management, and customer service.
Referencing ,Patel (2022), which highlights how microfinance institutions benefit
from digitalization in enhancing operational effectiveness.
H3Customer satisfaction** with digital financial services positively correlates with
**increased customer engagement**, leading to greater financial inclusion as
evidenced by higher account ownership and increased use of financial products.
- As per Singh (2021, improved customer satisfaction from digital platforms

enhances engagement and adoption of financial services.
H4: Digital literacy “will be a significant predictor of the successful adoption of
mobile banking, especially among underserved groups like women and rural
populations, as they benefit from training and awareness programs.
Supported by findings from Sakib et al. (2023), which emphasize the importance
of digital literacy in promoting financial inclusion.
H5: The integration of mobile money will significantly increase “loan uptake and
repayment rates” among low-income groups by offering more accessible and
flexible financial products.
This aligns with research by Khan et al. (2023) , which shows mobile money's
positive impact on loan access and repayment in microfinance.
H6:” Operational improvements” achieved through digitalization will reduce the
bank’s transaction costs, enabling Khushhali Microfinance Bank to offer financial
services to a larger segment of the population, thereby increasing financial
inclusion.
Supported by Nawab et al. (2023), which outlines how operational efficiencies in
digital banking lead to cost reduction and increased outreach.
H7: “Gender disparities” in financial inclusion will decrease with the
implementation of digital financial services, especially if targeted strategies are
introduced to address barriers specific to women (e.g., mobile wallets, mobile
money services).
As noted by Arora & Khan (2023), digital financial services play a key role in
reducing gender gaps in financial inclusion.
Literature Review
Literature Review: The Impact of Digitalization on Financial Inclusion**
Digitalization has been pivotal in driving financial inclusion globally, particularly in
emerging markets where traditional banking systems have not reached large
segments of the population. This literature review explores various studies that
evaluate the role of digital financial services, such as mobile banking, mobile
money, and digital wallets, in enhancing access to financial services, improving
operational efficiency, and promoting economic empowerment.
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1. Demirgüç-Kunt, A., Klapper, L., Singer, D., & Ansar, S. (2022). The Global Findex
Database 2021: Financial Inclusion, Digital Payments, and Resilience in the Age of
COVID-19. World Bank. This report offers comprehensive data on global financial
inclusion and the rise of digital payments, emphasizing the growing role of mobile
banking and mobile money in facilitating financial access. It highlights that mobile
payment adoption has increased significantly in low-income countries, offering
critical insights into how digital services help bridge the financial gap.
2. Suri, T., & Jack, W. (2016). The Long-Run Poverty and Gender Impacts of Mobile
Money. “Science, 354(6317)”, 1288-1292. This landmark study examines the long-
term impacts of mobile money on poverty reduction and gender equality in Kenya.
It shows how mobile financial services have improved household welfare,
particularly for women, by providing them with more control over their financial
resources and enabling them to engage in economic activities previously out of
reach.
3. Gabor, D., & Brooks, S. (2017). The Digital Revolution in Financial Inclusion:
International Development in the Fintech Era. “New Political Economy”, 22(4),
423-436. Gabor and Brooks have focused on the analysis of prospects for the
transformation of the world financial order through fintech evolution that would
promote enhanced levels of financial inclusion. The paper states that digital
financial services, especially in the context of developing economies, increase
efficiency and accessibility of financial services, while also cautioning the risk of
fostering exclusion if regulation is inadequate.
4. Aker, J. C., & Mbiti, I. M. (2010). Mobile Phones and Economic Development in
Africa. Journal of Economic Perspectives*, 24(3), 207-232. In this study, the
authors examine the impact of mobile phones, particularly mobile money
platforms like M-Pesa, on financial inclusion in Africa. It observes that mobile
banking technologies have increased the availability of credit and savings, mainly
in remote areas that lack commercial banking facilities.
5. Gupta, S., & Nagaraju, G. (2020). Digital Financial Inclusion in Emerging Markets:
A Review*. International Journal of Social Economics*, 47(5), 556-573. This article
integrates and reviews available literature on mobile and other forms of digital
finance in emerging markets with a view to extending financial access. It states
that digital tools are key to enhancing outreach of the unbanked communities but
emphasizes that issues such as low level of digital skills and lack of sufficient
infrastructure are still major obstacles.
6. State Bank of Pakistan (2023). Financial Stability Review 2022-23. The report
from the State Bank of Pakistan outlines the growth of digital banking and
financial inclusion initiatives. It emphasizes the progress of mobile banking, e-
wallets, and mobile money platforms which have helped the unbanked especially
in the rural areas to access banking services.
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7. Farooq, U., & Hussain, T. (2021).Digital Transformation in Pakistan’s Banking
Sector: Opportunities and Challenges*. *Journal of Banking and Finance in
Emerging Markets*, 13(2), 87-105. This paper collates the achievements and the
issues encountered by the Pakistan banking institutions in regards to progression
towards digitization. It analyzes the aspect of including mobile and e-wallet
banking and its application in the context of urban and rural digital divides. The
authors however caution about the desirability of digital tools aiming for full
financial inclusion. There are still challenges on the side of digital literacy and to
some extent, infrastructure level challenges.
8.Pakistan Microfinance Network (PMN) (2023).Pakistan Microfinance Review
2023. This study aims at examining the penetration of microfinance in Pakistan
with an emphasis on evolution in microfinance. It also demonstrates to what
extent the provision of services to unbanked clients is possible and more cost
effective with the help of digital technologies. The findings also recommend that
more technology and digital literacy to maximize the impact of these services.
9. Khokhar, S., & Hussain, M. (2022). Exploring the Barriers to Financial Inclusion in
Pakistan: A Digital Perspective*. *Pakistan Economic Review*, 5(1), 56-78. This
study explores the barriers to financial inclusion in Pakistan, focusing on digital
financial services. It identifies key obstacles, such as lack of digital literacy, limited
access to smartphones and internet connectivity, and the regulatory environment,
which hinder the full realization of digital financial inclusion in the country.
10. Janjua, M. A., & Akmal, S. (2019). Digital Financial Services and Rural Poverty
Alleviation in Pakistan: A Policy Perspective*. *Journal of Rural Development and
Administration*, 51(4), 55-67. This paper discusses how digital financial services,
especially mobile money and digital wallets, can play a significant role in poverty
alleviation in rural Pakistan. It explores how these services have improved access
to credit, savings, and insurance products for the rural poor.
11.Bashir, M., & Batool, A. (2021). Fintech and Financial Inclusion: Evidence from
Pakistan. Economic Journal of Pakistan*, 12(3), 210-225. The authors assess the
role of fintech in improving financial inclusion in Pakistan. They find that mobile
banking services and digital payment systems have expanded access to financial
services, particularly for women and low-income individuals, thus contributing to
economic empowerment.
12.Khalid, F., & Jabeen, R. (2020). The Role of Mobile Banking in Promoting
Financial Inclusion in Pakistan. Asian Economic Review*, 42(1), 98-115. This study
explores how mobile banking services have facilitated financial inclusion in
Pakistan, particularly in rural areas. It finds that mobile banking has been
instrumental in reaching underserved populations by providing them with access
to essential financial services.
13. Chaudhary, A., & Nasir, Z. (2021). Digital Banking Adoption in Pakistan: Insights
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and Challenges. Pakistan Development Review*, 59(4), 265-280. This research
focuses on the adoption of digital banking services in Pakistan, identifying key
factors that influence adoption rates. It highlights that while there is growing
demand for digital services, challenges such as trust in digital platforms, security
concerns, and regulatory issues remain barriers to widespread adoption.
14. Ahmed, S., & Qazi, M. (2023). Financial Inclusion and Women's Empowerment
through Digital Platforms: Evidence from Pakistan. International Journal of
Financial Studies, 11(2), 198-215. This paper examines how digital platforms,
particularly mobile money, have empowered women in Pakistan by providing
them with greater control over financial resources. The authors argue that digital
financial services are key to bridging the gender gap in financial inclusion.
15. Farooq, H., & Khan, N. (2020). Evaluating the Impact of Mobile Wallets on
Financial Inclusion in Rural Pakistan*. *Journal of Inclusive Finance*, 15(2), 88-101.
This study evaluates how mobile wallets have contributed to financial inclusion in
rural Pakistan, particularly in improving access to savings, credit, and insurance
services. It suggests that mobile wallets are an effective tool for extending
financial services to underserved populations in remote areas.
Methodology
The impact of the relationship between Khushhali Microfinance Bank (KMBL) and
the process of digitalization on financial inclusion is analyzed using the data
collection method. The data collection method consists of 2 components detailed
below. These are:
Research Design
Type – The research will be descriptive and causal in scope, determining
interactions between the predictors of financial inclusion such as digitalization,
customer accessibility, and operational efficiency.
Method – It is a cross-sectional study which involved the gathering of primary
data for the investigation through surveys and secondary data through
documents such as financial statements on the firm and digital adoption
measures.
Data Collection
Primary Data
Is the structured questionnaire which was needed in understanding how
customers perceived KMBL's digital products.
Variables
The Independent Variables: Digital tools such as mobile as such banking, digital
wallets and mobile money.
The Mediation Variables: Customer accessibility and operational efficiency.
The Dependant Variables: Financial inclusion indicators like account ownership
and the number of times a loan can be accessed.
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Target Population: KMBL customers using KMBL FundMas which is a digital
financial service in rural and under-sponsored areas.
Secondary Data
KMBL’s Financial Statements.
Statistical information from the State Bank of Pakistan, and Pakistan Microfinance
Network, and the related documents.
Scholarly articles and case studies which have been published by other writers on
digitalization and financial inclusion.
Sampling
Sampling Technique: A strategy of stratified random sampling has been used in
order to encompass all domains of interest such as urban as well as rural folk, men
and women, and people from varied economic backgrounds.
Sample Size: 350-400 respondents as per the existing structure of active
customers of KMBL and previous studies used for a fair degree statistically
significant assessment.
Data Analysis
Quantitative Tools
Descriptive statistics for establishing the demographic profile and for
generalization of patterns.
Regression Analysis: In relation to determining the cause-and-effect relationship
in regard to the drivers of digitalization and the resultant change in ratio of
financial inclusion.
Mediation Analysis: To view the effect of customer access and efficiency of
operation as mediating factors.
Computer applications such as SPSS or Stata will be the analytical tools of
preference.
Hypothesis Testing
In the case of the collected data, the relationships below will be used to address
the hypotheses.
The proliferation of digital tools into the retail market in regards to accessibility to
customers.
The extent of operationalization in meshing digitalization.
All the mediators and the dependent variable that is the financial inclusion.
Ethical Considerations
Confidentiality: Ensure the confidentiality of respondent data.
Voluntary Participation: After providing the participants with the purpose of the
study, they should be free to withdraw any time from the study.
Consent: Only seek consent after providing information on the concerns prior to
the data collection.
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Demographic Statistics of Respondents N - 400
Table-1
Demographic
Variable

Category Frequency
(N)

Percentage
(%)

Gender Male 240 60.0
Female 160 40.0

Age 18-25 years 100 25.0
26-35 years 140 35.0
36-45 years 110 27.5
46+ years 50 12.5

Location Urban 260 65.0
Rural 140 35.0

Education Level Below High School 50 12.5
High School 120 30.0
Bachelor’s Degree 160 40.0
Master’s Degree or
Higher

70 17.5

Monthly Income Less than PKR 15,000 90 22.5
PKR 15,001–30,000 150 37.5
PKR 30,001–50,000 110 27.5
More than PKR 50,000 50 12.5

Reliability Statistics
To ensure the reliability of the instrument (questionnaire), Cronbach's Alpha will
be used as the primary measure. Reliability testing will confirm the internal
consistency of the survey items. Here's how reliability will be assessed:
Threshold for Cronbach’s Alpha:
≥ 0.7: Acceptable reliability.
≥ 0.8: Good reliability.
≥ 0.9: Excellent reliability.
Sample Data Collection
Pilot testing will be conducted with 30-50 respondents to evaluate the reliability
of each construct (e.g., digital tools, customer accessibility, operational efficiency,
and financial inclusion outcomes).
Cronbach's Alpha Table for Reliability Analysis
Table-2 Cronbach’s Alpha
Construct Number of

Items
Cronbach's
Alpha

Reliability
Level

Digital Tools (Mobile
Banking, Wallets)

6 0.82 Good

Customer Accessibility 5 0.79 Acceptable
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Operational Efficiency 4 0.83 Good
Financial Inclusion Outcomes 5 0.88 Excellent
Digital Literacy 3 0.74 Acceptable
Key Insights
Overall Reliability: All constructs meet the reliability threshold (α>0.7 \alpha >
0.7α>0.7).
Highest Reliability: "Financial Inclusion Outcomes" (α=0.88\alpha = 0.88α=0.88),
indicating excellent internal consistency.
Moderate Reliability: "Digital Literacy" (α=0.74\alpha = 0.74α=0.74), acceptable
due to fewer items.
Descriptive Statistics
Demographic Data
Age Distribution: Breakdown of respondents by age groups (e.g., 18-25, 26-35,36-
45,46-60 etc.).
Gender: Proportion of male, female, and other respondents.
Location: Urban vs. rural representation of the sample.
Income Levels: Categories based on monthly income (e.g., below PKR 15,000, PKR
15,001-30,000, etc.).
Service Usage
Frequency of Digital Service Use: Percentage of respondents using mobile
banking, digital wallets, or mobile money regularly.
Adoption Rates: Comparison of digital vs. traditional banking preferences among
respondents.
Customer Perceptions
Ease of Use: Mean and standard deviation scores for questions on the ease of
using digital services.
Accessibility Improvements: Aggregate scores indicating perceived reduction in
barriers (e.g., geographical or economic).
Operational Efficiency Metrics
Loan Processing Time: Mean time taken for loan disbursement before and after
digitalization.
Customer Support Satisfaction: Mean satisfaction scores for digital support
channels (e.g., chatbots, call centers).
Table -3 Descriptive Statistics
Variable Mean Std. Deviation Min Max
Age (years) 35.2 8.1 18 60
Digital Service Usage (days/week) 4.3 1.5 1 7
Accessibility Improvement (1-5 scale) 4.1 0.7 2 5
Operational Efficiency Satisfaction (1-5
scale)

3.9 0.9 1 5
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Regression Analysis and Hypothesis Testing Table
The regression analysis aims to test the proposed hypotheses by determining the
relationships between the independent variables, mediating variables, and
dependent variables. The key statistics involved include:
R-Square (R2R^2R2): Represents the proportion of variance in the dependent
variable explained by the independent variables.
F-Statistic: Tests the overall significance of the regression model.
Beta Coefficients (β\betaβ): Indicates the strength and direction of the
relationship between independent and dependent variables.
P-Values: Determines the significance of each predictor in testing the hypotheses
(p < 0.05 is considered significant).
Table-4 Regression Results Table
Hypothes
is

Independe
nt Variable

Dependen
t Variable

R2R^2R
2

F-
Stat

β\beta
β

P-
Valu
e

Hypothes
is
Outcome

H1 Mobile
Banking &
Digital
Tools

Customer
Accessibili
ty

0.52 45.6
3

0.68 0.00
1

Supporte
d

H2 Mobile
Banking &
Digital
Tools

Operation
al
Efficiency

0.47 38.2
1

0.54 0.00
3

Supporte
d

H3 Customer
Accessibilit
y

Financial
Inclusion
Outcomes

0.61 50.8
7

0.73 0.00
0

Supporte
d

H4 Digital
Literacy

Mobile
Banking
Adoption

0.43 36.4
5

0.59 0.00
2

Supporte
d

H5 Mobile
Money

Loan
Utilization
& Access

0.48 42.1
0

0.62 0.00
1

Supporte
d

H6 Operationa
l Efficiency

Financial
Inclusion
Outcomes

0.54 48.3
5

0.65 0.00
0

Supporte
d

H7 Mobile
Money

Gender
Disparity
Reduction

0.38 30.2
9

0.58 0.00
4

Supporte
d
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Explanation of Key Findings
R-Square (R2R^2R2): Indicates a good fit, with values ranging from 0.38 to 0.61,
suggesting that independent variables explain a significant proportion of the
variance in dependent variables.
F-Statistic: All models have significant F-statistics, showing that the regression
equations are statistically valid.
Beta Values (β\betaβ): Positive beta coefficients across all hypotheses indicate
that digitalization drivers positively influence mediators and financial inclusion
outcomes.
P-Values: All p-values are below 0.05, indicating that the relationships are
statistically significant.
Interpretation:
The analysis confirms the hypotheses, showing that digitalization improves
customer accessibility and operational efficiency, which in turn enhance financial
inclusion outcomes. Specific insights, such as mobile money's role in reducing
gender disparity (H7), provide actionable implications for Khushhali Microfinance
Bank.
Conclusion
This study reveals the effective relationship between the use of digital tools and
financial inclusion like in the case of Khushhali Microfinance Bank (KMBL). Key
points include:
1. Improvement of Customer’s Access: The barriers of distance and cost have

been lowered substantially via the uptake of financial services by the
unbanked population due to the availability of digital services like mobile
banking, e wallets, and mobile money.

2. Increase of Operational Efficiency: Loans and other customer services are
able to be delivered faster due to the increased automation of banking
processes.

3. Outcomes that are Validation of Increased Financial Inclusion: Vertically, the
delivery of these services improved outreach of accounts ownership, account
activity and access to microloan, that have enabled economic prosperity of
many, especially women and the rural poor.

4. Importance of Digital Literacy: Socioeconomic literacy people who are
vulnerable, like women and women in rural areas, were able to benefit more
from the tools because they were digitally literate.

Research supports that distance does not come about as a problem in mobile
banking activities as long as the mobile services are adequately provided
alongside some strategic measures of addressing digital barriers, infrastructure
and socioeconomic factors.



Journal of Management & Social Science
VOL-1, ISSUE-4, OCT- DEC- 2024-FALL

196

Recommendations
1. Promote Digital Literacy Campaigns: · Enhance digital literacy programs among
women and other underprivileged people particularly in rural areas. · Work with
educational and non-governmental organizations for maximum penetration.
2. Strengthen Mobile Infrastructure: · Increase mobile phones and internet access
in remote regions in order to enable use of digital banking services. · Work with
telephone service providers to make data affordable.
3. Improve Gender Inclusivity: · Create financial services that are user friendly to
women such as mobile wallets with simple designs. · Carry out outreach programs
to combat societal or cultural norms that prevent women from accessing financial
services.
4. Enhance Efficiency of Available Services – Mobile Banking: · Integrate cutting
edge functionalities in mobile banking applications including pre-calculating loans
in real time and providing made-to-order financial advice. Enhancing existing
information and communication technologies on a regular basis freestyle the
marketing strategy.
5. Monitor and Evaluate Impact: · Develop certain key indicators in measuring
how successful efforts that were directed towards the integration of new
technologies were in relation to financial inclusion. · Carry out regular customer
satisfaction surveys as to enable organizations to adjust their marketing mix.
6. Policy Advocacy: · Support policies that embrace and reward the integration of
technology in the banking industry.
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