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Digitalisation of Financial Services and its Impact
on the Relationship between Microfinance
Institutions and their Clients in Zimbabwe

BRONSON MUTANDA', ADMIRE MTHOMBENI® AND CHRISPEN MAIREVA®

Abstract

This article presents the impact of financial service digitalisation on
the relationship between microfinance institutions and their
customers. The study reveals challenges currently faced from
digitalisation of financial services and clients’ readiness for a full
digitalisation of financial services. The rate of technological
advancement in the context of the Fourth Industrial Revolution (4IR)
left microfinance institutions without an option but to embrace
digital financial technology to allow their clients to enjoy financial
services without visiting banking halls. The impact of financial
services digitisation on the relationship between microfinance
institutions and their clients remains a topic of controversy that has
been inconclusive in the scholarly discourse. To contribute to this
ongoing debate, this research adopted a mixed method approach in
which a sample of 110 microfinance clients were selected through
convenience sampling for responding to questionnaires, while 10 loan
officers and 10 microfinance clients were chosen through
convenience sampling for responding to interview questions. Findings
of the study reveal that some clients are not yet ready for full
digitalisation but, rather, for a blended approach where traditional
banking runs in tandem with digital financial services. The study also
establishes that digitalisation of financial services positively affects
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the relationship between microfinance institutions and their clients,
However, microfinance institutions need to use the blended
approach. The study recommends microfinance managers to allow
the existence of traditional banking and digital financial technology
side by side. Financial education is also the need of the hour if
majority of microfinance clients are to adopt digital financial
services.

Keywords: customer relationship, productivity, digital technology,
economic integration

INTRODUCTION

The development and quick uptake of digital financial technologies
changed how the general public use financial services. Through
software, infrastructure and hardware that facilitates quick data
transmission between people, businesses, devices, networks and
systems, digital financial technology fosters global economic
integration, productivity and efficiency (Aker and Mbiti 2010;
Roessler, 2018). To reduce costs and attract young, tech-savvy
clients, banks are progressively eschewing traditional brick and
mortar banking in favour of digital banking (Capgemini and Efma,
2016). The way business is conducted and the implications for credit
allocation have altered because of digital financial technology and
recent technical advancements (Reserve Bank of Zimbabwe 2019;
Berg et al., 2019; Fuster et al., 2019; Di Maggio and Yao 2021). Even
though industrialised nations are adopting digital financial
technology, many small firms and isolated rural communities
operating in developed and emerging economies are lagging behind in
the digital race (Philip and Williams, 2019; Sharma et al., 2020;
Wargo et al., 2021). The way financial services are accessible in the
financial sector and notably in the microfinance business, is
unavoidably changing due to digitisation (Skinner, 2014; Accenture,
2015a; Berg et al., 2019; Fuster et al., 2019, Reserve Bank of
Zimbabwe, 2019; Di Maggio and Yao, 2021;). Some examples of
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digital financial services in the banking sector include digital cash,
digital currency, digital payments, digital invoicing, cryptocurrency,
digital mortgage, digital remittance, digital investment, digital
leasing, cash management, digital advising, digital factoring, digital
insurance, crowdfunding and digital lending (Aluri et al., 2016;
Gomber et al., 2017; Hasan et al. 2020; Pazarbasioglu et al., 2020).
Massive investments made by financial institutions in digital financial
technology have sparked discussion on how they may affect the
relationship between banks and their clients (Carletti et al., 2020;
Boot et al., 2021).

According to several studies (Sonono, 2017; Berg et al., 2019; Di
Maggio and Yao, 2021), digital financial services are improving bank-
customer connections while also leading to high levels of consumer
satisfaction. However, proponents of traditional banking point to
unhappiness and a bad client-bank connection as consequences of the
digitisation of financial services. To enable their consumers to
become digital, microfinance institutions are updating their
processes and systems. To lower transaction costs, improve
convenience, modernise systems, boost banks' revenue growth and
make banking more convenient for customers, they are investing
more in digital financial technology (Songwe, 2020; United Nations
Economic Commission for Africa, 2020). Banks and microfinance
organisations appear to be concentrating more on digitisation than on
the effects it has on the relationship between banks and their
customers. The lending procedure, which historically entailed inter-
person interactions between loan officers and clients, is crucial at
this point in microfinance (Siwale, 2021). Nowadays, loan
applications may be submitted electronically using platforms like
WhatsApp, SMS or the Internet. The effect of digital financial services
on the relationship between banks and their clients is a crucial
matter that needs to be examined to determine its impact. Regarding
how use of digital financial technology will affect the relationship
between banks and their clients, there are divergent points of views.
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This research was conducted in the city of Masvingo and Jerera
Growth Point to add to the debate.

THEORETICAL FRAMEWORK

The study used the Consumer Theory and the Unified Theory of
Acceptance and Use of Technology (UTAUT) as lenses through which
the research was viewed.

THE CONSUMER THEORY

The core of the Consumer Theory is customer tastes and preferences,
which are difficult to quantify and must, instead, be inferred from
consumers’ decisions (McAfee, 2012). The purpose of Consumer
Theory is to evaluate how different assumptions may affect
customers' aspirations, legal restrictions and purchasing power
(Barten and Bohm, 1993). According to the theory, new services can
take the place of existing ones when customer demand and supply
are balanced (Aaker and Keller, 1990; Santos-Rua, 2022). Digital
financial technology and services may be used as an analogy to
illustrate both the newly produced services and the existing ones that
correlate to traditional banking activities (Santos-Rua, 2022).
According to Buskens (2020), it is crucial for customers to be
informed about a product to recognise its benefits and drawbacks
before they are attracted to new technology or innovation in general
(Santos-Rua, 2022). This places emphasis on the notion of educating
customers about the advantages of adopting new technology, in this
case, digital financial technology and services. Data protection and
privacy are the top worries for customers when utilising a new
product, particularly in the technical sector (ibid.). Therefore, while
creating a new financial technology product, businesses must ensure
data security and transparency (Stewartand and Jirjens, 2018; Santos
Rua, 2022).

UNIFIED THEORY OF ACCEPTANCE AND USE OF TECHNOLOGY
The Technology Acceptance Model developed by Venkatesh et al.
(2001) has been expanded by the UTAUT model. It is a review of

Vol. 3 Issues 1&2, 2024 254 LIGHTHOUSE: The Zimbabwe Ezekiel Guti
University Journal of Law, Economics and
Public Policy



eight more ideas that were formerly used in social psychology
research. The UTAUT offers managers a valuable tool for determining
the chances of success for the deployment of new technology (ibid.).
The UTAUT is used to investigate the determinants of technology
acceptance. The extent of information and benefits a customer
knows about particular digital financial technology can influence the
probability of adoption (Noor, 2011). Customer awareness of digital
financial technology’s existence, features and benefits will also
affect the probability of adoption.

By combining the prevalent theoretical viewpoints in the literature
and introducing four moderators to take into consideration dynamic
effects such organisational environment, user experience and
demographic variables, the UTAUT model has expanded individual
acceptance research (ibid.). The four main constructs, performance
expectancy, effort expectancy, social influence and enabling
conditions are also said to be direct predictors of usage intention and
behaviour, according to the theory. The effects of the four main
components on usage intention and behaviour are moderated by
gender, age, experience and voluntariness of use (ibid.). In this
regard, acceptance of digitalisation of financial services can better
be explained by this theory.

According to Oshlyansky et al. (2007), the UTAUT is a strong model
that can endure translation and be applied cross-culturally,
regardless of language and place of origin. These constructs should
be considered by microfinance organisations when they update their
systems to embrace digital financial technologies to avoid upsetting
other customers.

METHODOLOGY

This research uses a mixed method research design with quantitative
and qualitative data gathered to answer the research questions.
Qualitative data was collected through interview guide meant to get
deeper understanding of the views of microfinance clients and
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microfinance loan officers. The study population for this research
included all loan officers and all clients of microfinance institutions
from the city of Masvingo and Jerera Growth Point. Clients and loan
officers were drawn through convenience sampling. To achieve the
objective of the research, 110 microfinance clients in the city of
Masvingo and Jerera Growth Point were chosen for responding to
questionnaires. The study also considered 10 loan officers and 10
microfinance officers for responding to interview questions. The
convenience sampling method was used for selecting participants for
qualitative and quantitative research. A questionnaire was divided
into two subsections to make it easier for participants to provide
answers; the first section focused on demographic information of
respondents while the agenda of the second section was to obtain
information regarding the impact of digitalisation on microfinance-
client relationship. A semi-structured questionnaire underwent a
rigorous reliability test before it was distributed to participants. The
study used SPSS 21 for analysing quantitative data and qualitative
data was analysed through verbatim analysis.

LITERATURE REVIEW

A study by Kinyanjui (2020) concludes that customer relationships
and digital transformation processes are positively and significantly
related. According to the study's findings, service automation
significantly and favourably affects customer relationships. The
report also suggests that better customer relationship management
may be achieved through increasing service automation,
strengthening online payments and biometric systems and automating
customer care. Enhancing service automation and the use of digital
channels can lead to greater customer happiness, loyalty and
retention. The banks’ relationship with their customers has been
positively impacted by the digitalisation process within the case bank
and the study advises commercial banks to increase their utilisation
of data analytics and business process engineering to achieve better
customer relationships.
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According to Trainor et al. (2014), due to its capacity to promote
social contact between all parties, digital financial technology is
expected to improve relationships between staff and consumers as a
service tool. They argue that digital financial technology can increase
access to client information through direct contact between banks
and customers and indirect connections between customers.

The results of a different study by Sonono (2017) to examine the
effects of digital transformation process on banks' relationships with
customers, revealed that, in the case bank, the digitalisation process
had divided the customer base into two groups: those who primarily
use digital platforms and those who primarily visit branch offices.
The case bank’s digitisation process has raised the satisfaction of the
former group, whereas the latter group’s satisfaction has not grown.
This suggests that only clients that are digitally oriented would
benefit from the digitisation process. The example bank's connection
with its clients has been impacted by the digitisation process (ibid.).

On the effect of the digitisation of financial services on the
interaction between microfinance institutions and their clients, other
scholars offer differing perspectives. Many banks have allegedly
sought to offer electronic services that satisfy the needs of clients in
their virtual world connected to the Internet (Farmania et al., 2021.
However, many programmes which aim to build solid connections
with clients online are bound to fail (ibid.) This shared belief is
further backed by a Cisco’s (2014) study of 7 200 retail banking
customers in 12 European countries, which found that despite
commercial banks' widespread embrace of digital banking, consumer
expectations for financial services are not being met.

RESEARCH GAP

Divergent opinions exist over whether the development of digital
financial technology is improving the relationship between financial
institutions and their clients. Digital banking proponents contend that
features like online decision support, online customer support, online
transactions and interactivity, provide customers with more
convenience and flexibility, because they can easily access their
account information and initiate transactions from the comfort of
their offices or homes, seven days a week, improving customer
experience and strengthening the relationship between the bank and
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the customer (Githuku and Kinyuru 2018). According to Farmania et
al. (2021), every attempt to build close relationships with customers
online is doomed. Siwale and Godfroid (2022) reveal that
microfinance institutions are being pushed away from the adaptable
relational business model because of the digital revolution of
microfinance services. They contend that the inter-person
interactions between loan officials and their clients were sufficient
to serve as "collateral”. According to Kinyanjui (2020), increasing
service automation and using digital channels can lead to greater
client handling, happiness, loyalty and retention. From these studies,
different views are coming out concerning the impact of digital
financial services on the relationship between financial institutions
and their clients. Another issue to be considered is that previous
studies considered mainly commercial banks, and not microfinance
institutions, serving niche markets in the financial sector. The study
contributes to the ongoing debate concerning the impact of
digitalisation of financial services on the relationship between
microfinance institutions and their clients.

FINDINGS

A close analysis of both qualitative and quantitative results led to the
discovery of two common themes from all responses. The two themes
are

(i) digital financial technology is good and affects positively the
relationship between microfinance institutions and clients;
and

(ii) digital financial technology must be blended with services

from brick and mortar banking halls.

To get a deeper understanding of the views of both microfinance clients
and loan officers, interviews were used. Interview responses from these
two groups of respondents share the above themes of conclusions. Data
collected through questionnaires established the existence of two groups
of clients: the digitally oriented group and the traditional banking-
oriented group. Data concerning the demographic characteristics of the
respondents is summarised in Table 1 below.
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Table 1: Demographic Characteristics (SPSS 21)

Gender-Age Cross Tabulation
Below | 18-25 26-35 36-45 Above 45 | Total
18 years years years years
years
Male 5 1 17 6 6 35
Female | O 11 26 15 23 75
Total 5 12 43 21 29 110

Table 1 above shows gender and age groups of respondents who took
part in the study. A total of 35 (31.8%) males participated in the
study, of which five (5) (4.5%) were below 18 years of age. One (1)
was in the age group 18-25 years, 17 were in the age group 26-35
years, six (6) were in the age group 36-45 years and six (6) were
above the age of 45. Of a total of 75, 68.2% were female
respondents, with none below the age of 18 years, 11 were in the age
group 18-26 years, 26 were in the age group 26-35 years, 15 were in
the age group of 36-45 years and 23 were in the age group 45 years
and above. The total number of respondents in the study were 110.
This table shows that the number of females who took part in this
study were more than the number of males by than 40.

Table 2: Gender-Age Cross Tabulation (SPSS 21)

PhD/Masters | Degree | Diploma ‘NIo’ Others | Total
Level
Male 1 1 15 12 6 35
Female 3 9 20 18 25 75
Total 4 10 35 40 31 110

Table 2 above cross tabulates gender and level of education of the
respondents. Fou (4) (3.6%) respondents had either a Master’s Degree
or a PHD, from these respondents, one (1) was a man while three (3)
were women. The number of degree holders was 10 (9.1%). of which
one (1) was a man while nine (9) were women, 35 (31.8%) were
diploma holders. of which 15 were men, while 20 were women, 30
(27.3%) were either O or A Level certificate holders; of which 12
were men and 18 were women. The last category indicated that they
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had other qualifications other than those listed. From this category,
six (6) were males, while 25 were females.

DIGITALISATION OF ALL FINANCIAL SERVICE

When asked whether microfinance institutions must digitalise all
financial services, clients indicated the need for blending digital
financial technology and the face-to-face interactive touch with loan
officers. Responses given by clients reveal that microfinance institutions
need to embrace technology as it comes. However, they must remember
the nature of the customers they are serving. Most of the customers are
poor and cannot afford to buy data to access certain services online, let

alone buying smartphones. One client said:
“Obviously, digital financial technology must be embraced and adopted
considering the benefits married to it. However, managers of microfinance
institutions must never forget the nature of their clients. Some clients are
poor such that they cannot afford good and fast smartphones to be used
for transacting online. The most noble thing is to blend the two: digital
financial services and face-to-face services from loan officers.”

This response indicates that clients are not yet ready to go online
entirely. Although a few indicated that they will always go by what
micro lenders give them (they were neutral), a good number was of
the view that the blending approach is most welcome.

Table 3: Digitalisation Readiness of Clients (SPSS 21)

Frequency Percent Valid Percent
Cumulative
Percent
Traditional Banking Only 18 16.4 16.4 16.4
Blending Digital Technology | 79 71.8 71.8 88.2
with Traditional Banking
Full Digitalisation of Financial | 13 11.8 11.8 100.0
Services
Total 110 100.0 100.0

As shown in Table 3, out of 110 respondents, only 13 (11.8%)
indicated that they were ready for full digitalisation of financial
services, 79 (71.8%) suggested that microfinance institutions need to
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use the blending approach in which traditional banking and digital
financial technology will be running parallel. Eighteen (18) (16.4%)
respondents advocated for traditional banking only. This study clearly
reveals that the bulk of the clients are not yet ready for full
digitalisation. They are ready to go with a combination of digital
financial services and traditional banking.

Table 4: Possession/Use of a Digital Application (SPSS 21)

Age Group Number of | Percentage Number of | Percentage

those in those

Possession of without

Digital Phones Digital

and an Phones and

Application an

Application

Below 18 years | 1 0.009 4 0.04
18-25 years 5 0.045 7 0.06
26-35 years 18 16.4 25 22.7
36-45 years 12 10.9 9 0.08
Above 45 years | 1 0.009 28 25.5
Total 37 33.6 73 66.4

Among the questions on the questionnaire, clients were asked
whether they possess/use a digital application for transactional
purposes and for interacting with loan officers of microfinance
institutions. Table 4 above indicates their responses. A little over a
third (33.6%) indicated that they possessed an application for
transactional and for interacting with loan officers, 66.4% indicated
that they did not have an application. A greater number of clients
still visit banking halls for services, a clear testimony that they are
not yet ready for full digitalisation. From the interviews carried out,
clients understand the advantages of going digital but they are not
yet ready for full digitalisation.

From those who indicated they did not have a digital application,
1.8% (2) cited privacy as their reason, 3.6% (4) said they had network
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challenges neither accessing Internet for connectivity nor using
mobile phone network all the time, 20.9% (23) indicated they could
not use the application, 16.4% (18) indicated they wanted assistance
from banking halls and 20.5% (22) indicated that they did not have
compatible phones. Given this scenario, it is very difficult for the
relations between clients and microfinance to improve, especially
when full digitilisation of financial services is considered. Some
clients acknowledged that digitilisation would enhance their
interactions with loan officers, but they were not yet ready to
dispense with traditional banking. Given the status quo, full
digitalisation of financial services will be a very big blow to the
relationship between microfinance institutions and their clients.

Table 5: The Influence of Gender, Age and Education on Use/
Possession of Digital Applications (SPSS 21)

Coefficients®
Model Unstandardised Standardised | t Sig.
Coefficients Coefficients
B Std. Error | Beta
1 (Constant) | .922 .207 4.446 .000
Gender .035 .090 .035 .393 .695
Age group -.011 .043 -.025 -.246 .806
Education .196 .044 .451 4.471 .000
a. Dependent Variable: Do you have/use a digital application?

Table 6: Regression Model Summary (SPSS 21)
Model Summary

Model R R Square Adjusted Std. Error of the
R Square Estimate
1 .442° .195 172 .43178

a. Predictors: (Constant), Education, Gender, Age group

Results in Table 5. indicate that age and gender do not significantly
influence use or possession of a digital financial application [ = 0.
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195; F (3; 110) = 8.568, p> 0.05]. Further analysis found that age B =
-0.011, t (110) = -0.246, p> 0.05; and gender B = -.035, t (110) = -
0.393, p> 0.05. This indicates that gender and age did not
significantly affect use or possession of digital applications. However,
results from this multiple linear regression analysis also indicate that
education greatly influences usage or possession of digital
applications. Results show that B=.196, t (110) = 4.471 p<0.05.
Therefore, age and gender did not have a significant effect on use or
possession of digital application(s) among respondents. In line with
these results, it is critical for microfinance institutions to prioritise
educating their clients on the benefits of financial service
digitilisation. Education is a powerful tool for influencing behaviour
and attitude change and it gives traditional banking-oriented
customers an opportunity to taste the goodness of digitilisation.

DIGITALISATION AND CUSTOMER RELATIONSHIP

Some clients revealed that digitalisation of financial services in
microfinance institutions has a resultant effect of disconnecting
underprivileged clients from loan officers, let alone their service
providers. Results from interviews indicate that, although interacting
online is a welcome development, loan officers are not able to
collect soft information. Faceto-face interactions created an
opportunity for loan officers to make follow-ups on loan repayment,
at the same time assessing the ability of clients to continue servicing
their loans. Taking it from one of the loan officer’s response:

“Out of sight is out of reach, it’s very difficult to solve certain problems
online. No matter the pros of digital technology, face-to-face interaction
of the loan officer and the client will remain important.”

Loan officers suggested that full digitalisation affects interaction
with their clients. The overall conclusion drawn is that digitalisation
is a very good innovation with capacity to benefit both customers and
microfinance. However, some clients who are still on the line need to
be accommodated by allowing the two (traditional banking and
digital financial services) to run side by side. Those who may need to
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use digital financial services must be given the space, while those
who still want traditional banking must also be allowed to. A loan

officer added:

“Digital technology is a welcome development but will never fully play the
role us, loan officers, were playing. We used to visit clients reminding
them of the need to honour their monthly interest payments, something
which is difficult to do online.”

Responses from interviews reveal that, before the advent of digital
technology and its subsequent adoption in microfinance institutions,
interaction between loan officers and their clients was good enough
to guarantee loan performance. That interaction created good
relations between the two parties building trust, loyalty and, in the
end, enhancing good bank-client relations. It gave loan officers an
ability to collect soft information through observation and
interactions. In addition to responses above, another loan officer

indicated the following:
“Face-to-face interactions create an opportunity for the loan officer to
get soft information, something which cannot be done by digital
technology.”

Responses above seem to suggest that, although digitalisation of
financial services is good, it must not be taken to be a replacement
of loan officers, otherwise microfinance institutions must opt for a
blend of the two. On the other hand, clients also lamented the
absence of face-to-face interaction in digital transaction, something
which is very important especially for those who may need special

assistance. One clients responded:
“It is very important for microfinance institutions to carry out an
assessment before full digitalisation, otherwise it will be a way of
shutting some of us out because | am computer illiterate.”

When asked whether digital technology enables clients to have
relational touches with loan officers, results indicate that some
clients believe digital technology enables them to have relational
touches, while others believe it will not help. Responses above reveal
one thing: clients and microfinance loan officers are afraid of losing
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the face-to-face interactions they used to have. Change is not always
easy and must implemented gradually, stage by stage and slowly.
Table 7 below summarises statistical figures generated through SPSS
21.

Table 7: Digitalisation and Relational Touches
Digital financial services allow you to have relational touches with

microfinance officers (SPSS 21)

Responses Percentage
Strongly Agree 5 4.5
Agree 35 31.8
Neutral 29 26.4
Disagree 7 6.4
Strongly Disagree 34 30.9
Total 110 100

From the responses given by clients, 4.5% of clients strongly agree
that digital technology allows them to have relational touches with
loan officers, 31.85% agree while 26.6% are neutral, 6.4% disagree
and 30.9% strongly disagree with this statement. This clearly
indicates an almost balancing scale between those advocating for
digital financial services and those who advocate for the services of
loan officers. Combining responses from loan officers and clients, the
rate of digitalisation must not be too fast such that some of the
clients will face challenges. Microfinance institutions must always
strike a balance. From the interviews carried out, another client
added:

“What matters most is educating us before full digitalisation, otherwise
we must be asked to choose between digital technology or receiving
services from loan officers of which | will advocate for the adoption of
both traditional banking and digitalisation.”

There is a converging point between responses from loan officers
clients, all agree that digital financial technology is good but must be
adopted after educating clients on how exactly they will use it.
Another area of agreement is that digital technology is good but must
not be the only way of offering services. There is need for allowing
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‘brick and mortar’ banking halls to continue functioning with loan
officers interacting with their clients.

HYPOTHESIS TESTING

Since customer loyalty is also an indicator of the relational ties
between a customer and an organisation, the study used Pearson Chi
square test to establish if use or possession of a digital application
has a significant effect on customer loyalty. The null and alternative
hypothesis are stated below:

=: Possession or use of digital application/technology does not
have a significant effect on loyalty to the company

: Possession or use of digital application/technology has a
significant effect on customer loyalty

Table 8: Chi-Square Tests (SPSS 21)

Value Df Asymptotic  Significance
(2-sided)
Pearson Chi-Square 66.994° 4 .000
Likelihood Ratio 86.650 4 .000
Linear-by-Linear Association 58.988 1 .000
N of Valid Cases 110
a. 0 cells (0.00%) have expected count less than 5. The minimum expected
count is 1.01.

Table 8 above presents chi square tests for the significant
relationship between possession or use of digital applications and
customer loyalty to microfinance institutions, x2 (4, N=110) = 66.994,
p-value=0.000. Since p-value< 0.001, the null hypotheses was not
accepted, the alternative hypotheses was taken, thus the study
concluded that use of digital technology has a significant effect on
customer loyalty. The implication of the test results is that digital
technology contributes towards the loyalty of clients. However,
considering other responses of clients, microfinance institutions must
not eliminate the brick-and-mortar banking halls and the services of
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loan officers. In fact, a blended approach must be used where
traditional banking is combined with digital financial technology

CHALLENGES EXPERIENCED FROM DIGITALISED FINANCIAL SERVICES

Responses on this question indicated a number of challenges married
to digitalisation of financial service. Loan officer indicated that
responses from clients may take time before they are received. One

loan officer responded:
“Sometimes, clients take two days before responding, sometimes they
can respond when you have since left the office and in certain cases, they
will respond after you have already given up.”

Loan officers lamented no responses from clients as the main
challenge hampering bank-client relationship. From the loan officer’s
perspective, some of the services are offered through the WhatsApp
media platform and may require clients to respond to certain
questions. Failure to respond will mean no progress in terms of
service delivery. Given such a situation, full digitalisation of financial
services will be the fall of the organisation. Another loan officer
added:

“The nature of the clients we serve are not yet ready to fully digitalise
because some are not able to do simple things using their smartphones.
Some of their phones are not compatible to the application they should
install and use.”

Digital technology also involves the use of certain applications in
mobile phones for transactions, something which becomes a
challenge when clients are still learning how to use a smartphone.
From the loan officer’s perspective, full digitalisation of all financial
services will affect communication between clients and microfinance
institutions, resulting in a negative impact on bank-client
relationship. Clients highlighted a number of challenges causing non-
responses, as one client put it:
“It may appear like clients are not moving with time, but we live in areas

without good network. This may determine how fast we respond to online
interactions.”
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From a customer’s perspective, some clients live in remote parts of
the country where mobile and Internet connection is a challenge.
This will obviously affect their response rate. Most of the clients
served by microfinance institutions are either pensioners, small and
medium enterprises, the rural poor, the old and those starting and
running their enterprises in farms and other out of town areas.
Among the challenges facing these clients is connectivity, whether
Internet connectivity or mobile phone network. Going digital will
obviously affect these clients.

DISCUSSION

Findings from this research clearly reveals that, although
digitalisation is a very good development, clients in Zimbabwe are
not yet ready for full digitalisation of financial services. Information
analysed with the aid of SPSS 21 exposed the following: 20% of the
clients do not have compatible phones for installation of relevant
applications to be wused for transactional purposes or for
communication with loan officers. Although digital financial
technology is good and must be embraced, results indicate that some
customers want to continue using traditional methods of banking,
20.9% of clients indicated they were ignorant on how to use the
application, that is why they did not bother installing it on their
smartphones. This is consistent with Mulyono (2023) who observes
that in Indonesia, digital literacy affects the decision to use financial
technology. The result of the study by Mulyono (ibid.) reveal a
positive influence of digital literacy on fintech services usage. Yang
and Huang (2023) also carried out a study to determine acceptance of
digital technology in the financial sector of China and discovered a
positive relationship between digital literacy and adoption. The same
results also emerged from a study carried in South East Asia and Sub-
Saharan Africa by Hanna, Lyons and Liu (2022) and they discovered
that both financial and digital literacy are key factors to building
inclusiveness and financial resilience among clients. Education of
clients and loan officers is the need of the hour whenever new digital
technologies or applications are introduced. Abima et al. (2021)
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demonstrate a significant positive relationship between social
influence, digital literacy and the intention to adopt digital media.
According to Srirahayu et al. (2022), digital literacy greatly affects
young individuals intending to adopt new financial technologies.
Some loan officers may be afraid of embracing digital financial
services because of fear of the unknown. Many people associate
technological advancement with retrenchments and this may be the
reason some of the loan officers were against full digitilisation of
financial services (Collington, 2021). Some clients (16.4%) indicated
that they still needed to use banking halls for accessing services.
Given the above information, it is very critical for microfinance
institutions to teach clients why digital technology needs to be
adopted and the benefits underpinned to this development.

Of the respondents, 36,3% strongly agree that digital technology
allows clients to have relational touches with loan officers. Many
clients are of the idea that digitalisation affects the relationship
between customers and financial services providers. This is a clear
indicator that some clients are still hanging on traditional banking
and accepting change will require serious education. This is
consistent with Sonono and Ortstad (2017) who find that the
relationship with customers has become less personalised and more
automated. According to Farmania et al. (2021), all efforts to
establish close online interactions with clients are futile. These
arguments are congruent to Siwale and Godfroid' (2022) who indicate
that the digital revolution in microfinance services is forcing
microfinance institutions away from the flexible relational business
model. On the contrary, Kaondera et al (2023) discovered a positive
relationship between digital transformation and customer
relationship management with commercial banks. The study findings
are also congruent to results by Githuku and Kinyuru (2018) who
discovered a positive influence of digitalisation on bank-customer
relationship. The study results also reveal that 64.5% of the clients
were finding it hard to adapt to digital technology. Such figures are a
testimony that education is key in achieving a mindset shift. It is very
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critical at this stage for microfinance institutions to consider a hybrid
system in which traditional brick and mortar banking and digital
finance go together to allow slow adapters to get financial services.

CONCLUSION
This study concludes that digital financial technology is a very good
innovation for enhancing bank-client relationship. However,
Zimbabwean clients are not yet ready for full digitalisation of all
financial services. The best strategy now is to use the blended
approach. Customers who are not yet ready to use digital technology
can get services in banking halls. Some of the clients live in remote
parts of the nation where Internet connectivity is a challenge; this
obviously meaning they cannot access services online. Clients without
compatible phones, need to be served through banking halls if
microfinance institutions still want to keep them as their clients. The
importance of education needs to be emphasized as some clients
indicated their ignorance on how an application is installed, let alone
its use. Education of clients is the need of the hour if the bulk of the
clients are to embrace digitilisation of all financial services. Given
the conclusion above and some of the research findings, the following
recommendations are made submitted to managers of microfinance
institutions:
O Invest more in educating clients why it is important to embrace
digital financial technology.
O Digital financial technology must be blended with services of loan
officers up until all clients are ready to embrace and adopt
digital financial technology.
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