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Abstract

The study sought to determine the effect of project innovation services on growth of commercial banks in Kenya. Specifically
a case study of Fintech project of KCB Bank Kenya Limited. The study objectives were to ascertain financial inclusion on
growth of Fintech project at KCB Bank Kenya Limited, to determine the effect of electronic payment on growth of Fintech
project at KCB Bank Kenya Limited and to examine the effect of risk management on growth of Fintech project at KCB Bank
Kenya Limited. The study was guided by diffusion of innovation theory, Schumpeter theory of innovation and task technology
fit theory that were linked to the empirical review with the theories. The study adopted descriptive research design. The target
population for the study was 201 staff at KCB Kenya Limited. The sample size for the study was 134 arrived by using slovin
formula. The study used both primary and secondary data in collection of data from the respondents which helped them
ascertain the results. Data collection was done using questionnaire method. The researcher used pilot testing of 10% to
ascertain the validity and reliability for the results for the study. Data collection was done using questionnaires method. Data
analysis and interpretation were based on descriptive statistics as well as inferential statistics mainly regression analysis and
Pearson correlation which were employed during analysis of data. Data was presented using tabulation and frequency using
SPSS version 23. From the study, there was a positive significant correlation between the project financial inclusion, project
electronic payment and project risk management as being a tool for achievement of banks objectives — majorly growth for
Kenya commercial bank. The results of the Beta Coefficient in the regression model indicates that all of the tested variables
had positive relationships with growth at Kenya Commercial Bank with all the independent variables tested being statistically
significant with p-value less than 0.05. The three variables studied explain 69% of variance in the effect of project innovation
services on growth of commercial banks in Kenya as represented by the R2. This means that, the other factors not studied
contribute 31% of variance in dependent variable which calls for further studies to assess the effect of project innovation
services on growth of commercial banks in Kenya. Based on the findings of correlation and regression analysis it depicted a
significant and strong positive association between measures of project electronic payment and growth of bank projects.
Furthermore based on the results project electronic payment was statistically significant in explaining the influence on growth
of bank project. Inferential statistics also played vibrant role on providing findings. Based on the findings of correlation and
regression analysis it depicted a significant and strong positive association between measures of project financial inclusion and
growth of bank projects. Furthermore based on the results project financial inclusion was statistically significant in explaining
the influence on growth of bank project. The managerial level to strengthen the systems and structures of ensuring that they
get the best electronic payment systems that will foster growth and profitability for the banks. Top managers, policy makers
and other key players in the banking sector should formulate best technology policies and systems that will ensure the banks
has achieved its targets and objectives in regards to innovation and technology.

Key words: Financial Inclusion, Electronic Payment, Risk Management, Human Resource Management & Project
Performance

1. Introduction

Innovation in the financial sector refers to the arrival of new or better products and services that lower cost of producing
existing services (Nofie, 2011). Akamavi (2005) notes that, innovation in the financial sector has led to changes like de-
regularization , increased competition, higher cost of developing new products and the rapid pace of technological innovation,
more demanding customers and consolidation of corporations.

It is a quite dynamic segment right at the intersection of the financial services and technology sectors where technology
focused startups and new market entrants innovate the products and services currently being offered by the traditional and once
untouchable financial service industry. It is riding waves of disruption with solutions that can better address customer needs,
offering enhanced accessibility, convenience and tailored products (https;//www.cio.com). The use of smartphones for mobile
banking and investing services are examples of technologies aiming to make financial services more accessible to the general
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public (https://en.wikipedia.org). It is simply the application of technology to enhance financial services. Fintech is changing the
traditional financial services model across the globe.

2. Research Problem

There is a complete disruption to the traditional value chain of financial institutions and to the economic scenario in many
markets (Falguni, 2015). Financial institutions are now facing competition from even non-financial companies which have
adopted the use of advanced technologies. Consumers now demand value added services that supplement traditional banking
products while also solidifying the importance of seamless, anytime, anywhere and omni-channel service channels. Previous
studies have produced mixed results regarding impact of financial technology on banks performance. Pooja and Singh (2009) and
Franscesa and Claeys (2010), in their studies concluded that financial innovation has least impact on bank performance while
Batiz-Lazo and Wolesenbet (2006) concluded that financial innovation has had significant contribution to bank performance.
According to National Bank of Rwanda (NBR Report, 2012) there is time wasted in banks as people line up in queue waiting for
service, errors as a result of manual work and fraud related cases. Hendrick and Nicholas (2011) while studying the performance
of small banks in the united states found out that banks perform better when they adopt innovations across their several branches
Based on these studies and the varying gaps in literature, there is need to conduct similar studies in Africa and more so in Kenya
where bank innovations have been on the rise in the past decade.

3. Objectives of the Study

The specific objectives of the study were:
i To determine the effect of project financial inclusion on the growth of Fintech project at KCB Kenya Ltd.
ii. To establish the effect of project electronic payments on the growth of Fintech project at KCB Kenya Ltd.
iii. To evaluate the effect of project risk management on the growth of Fintech project at KCB Kenya Ltd.
iv. To analyze the effect of project human resource management on the growth of Fintech project at KCB Kenya Ltd.

4. Research Hypotheses

The study was guided by the following null hypotheses:
Hos: Project financial inclusion has no significant effect on the growth of Fintech project at KCB Kenya Ltd.
Hoo: Project E-payment has no significant effect on the growth of Fintech project KCB Kenya Ltd.
Hos: Project risk management has no significant effect on the growth of Fintech project KCB Kenya Ltd.
Hoa: Project human resource management has no significant effect on the growth of Fintech project KCB Kenya Ltd.

5. Review of Variables
5.1 Financial Inclusion

Financial inclusion is one of the most important and complex problems that is often aimed to be solved by Fintech. According
to MEDICI Team, two billion people and fifty percent of women globally were financially excluded in 2016. These were quite
dramatic figures for the year when fintech is on the rise with solutions for almost everything. Financial inclusion is a key enabler
in reducing poverty and boosting prosperity. It is the pursuit of making financial services accessible at affordable costs to all
individuals and businesses. The Banking Association of South Africa (BASA) defines financial inclusion as access and usage of a
broad range of affordable, quality financial services and products, in a manner convenient to the financially excluded, unbanked
and under-banked; in an appropriate but simple and dignified manner with the requisite consideration to client protection.
Accessibility should be accompanied by usage which should be supported through the financial education of clients.

5.2 Electronic Payments

Offering flexible payment methods, multiple currency support and payment management platforms are a strong tool for
today’s global economy. Fintech has disrupted the payments landscape due to its potential to address companies’ needs and new
market expectations. It is changing the face of global payments. For decades, banks and huge financial institutions have ruled the
payment industry until fintechs were created (Nabil,2018). After a huge year in 2014, the payments sector of FinTech is booming.
Venture capital investment reached an all-time high, and the money continues to roll in this year. There’s no shortage of activity
happening with mobile, processing and transfers. Large tech companies such as Apple, Google and Facebook have ventured into
payments territory, operating alongside traditional giants like Visa and MasterCard. Currently, major payments platforms are in a
battle for market takeover — each of them aiming to be both secure and accessible, and thus attractive for consumer and business
transactions. Countless startups are making their notable marks, big and small, with potential to develop into stars or cash out just
as quickly as they appeared. The shift toward mobile payments and wallets will continue to barrel forward, with the eventual
possibility of eliminating the need for plastic cards altogether.
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5.3 Project Risk Management

It’s a challenging environment for regulators, policymakers, technologists and IT departments to keep current with the rapid
development of new innovations while having to perform the day-to-day tasks of ensuring the markets operate safely and at their
most efficient. The main concern of risk managers is on how to manage innovation in a way that protects the safety and resiliency
of the industry as a whole. Their responsibility is to create an environment that fosters progress and development in a way that
mitigates risk and ensures the ongoing stability of the global financial system.

5.4 Project Human Resource Management

The Impact of Human Resource Management Practices on turnover, productivity and corporate financial performance®, the
study comprehensively evaluated the links between the systems of High Performance Work Practices and firm performance.
Results based on a national sample of nearly one thousand firms indicated that these practices have an economically and
statistically significant impact on both intermediate employee outcomes (turnover and productivity) and short and long term
measure of corporate financial performance. Support for the prediction that the impact of high performance work practices on firm
performance is in part contingent on their interrelationships and links with competitive strategy was limited. Tuitoek (2008)
studied performance appraisal among media houses and found that performance appraisals are used to enhance performance and
career progression.

6. Research Methodology

The research adopted a descriptive design which aimed at establishing the effects of innovation services on growth of
commercial banks in Kenya. According to Kothari (2004) a descriptive design seeks to explain accurately the characteristics of a
particular individual, situation or a group. Descriptive research includes surveys and fact finding enquiries and describes the state
of affairs as it exists at present. The study generated quantitative data; hence descriptive statistics was used to analyze the data
obtained. The analysis was systematically presented in narrative form and where possible, charts and graphs were used.
Descriptive statistics involves the use of frequencies and percentages. The SPSS statistics was also used to analyze the
relationship between the independent and dependent variables.

7. Research Findings and Discussion
7.1 Descriptive Statistics
7.1.1 Financial Inclusion

Respondents had great extent opinion that Fintech innovations can be relevance as long as they extend access to finance to the
people who are currently left out of the formal financial system having a mean score of 4.07 and a standard deviation of 1.101
which signifies higher response rate. Respondents had great extent mind that budgetary intermediation do assume the essential
part of distribution of liquidity in present day economy where banks managers and other key players need to understand those

market financial dynamic in order to streamline their liquidity portfolio..

Table 1 Financial Inclusion

Std.
N Mean Deviation
Financial inclusion without education will deny customers
access quality and affordable financial services and products. 120 3.89 1.158
Fintech has enaplgd through its mnov_atlons undertaking of 120 3.93 1.150
cashless payments, digital payments and credit access.
Budgetary intermediation do assume the essential part of 120 414 882

distribution of liquidity in present day economy.

Fintech innovations can be relevance as long as they extend
access to finance to the people who are currently left out of the 120 4.07 1.101
formal financial system.

Mopetary administration, a(_jvancement is a way of making and 120 377 1.090
promoting new money related instruments.

Valid N (listwise) 120

Respondents had great extent opinion that Fintech innovations can be relevance as long as they extend access to finance to the
people who are currently left out of the formal financial system having a mean score of 4.07 and a standard deviation of 1.101
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which signifies higher response rate. Respondents had great extent mind that budgetary intermediation do assume the essential
part of distribution of liquidity in present day economy where banks managers and other key players need to understand those
market financial dynamic in order to streamline their liquidity portfolio..

7.1.2 Project Electronic Payment

The electronic platform enables companies to easily access specific transactions, as opposed to physically identifying paper
invoices in a pile of receipts. This statement had very great extent opinion from the respondents with a mean of 4.80 and standard
deviation of 63.2%. Consumers are now adopting peer-to-peer fintech technologies in their everyday lives, from electronic wallet
solutions to mobile money transfers. This is one area where commercial banks have adopted to ensure that customers get better
services and efficiently. This statement was supported by respondents on a very great extent opinion having a mean of 4.53 and
standard deviation of 92.2%. In today’s banking business diversity relevant players and corporate management in the banking
sectors have to initiate project models that moves the bank to the next level which is by making big profits margin and maintain a
high competitive edge in the market.

Table 2 Project Electronic Payment

Std.
N Mean Deviation
The rates and terms of P2P transactions are more favorable for 120 481 501

consumers, both in price and convenience

The electronic platform enables companies to easily access
specific transactions, as opposed to physically identifying paper 120 4.80 .632
invoices in a pile of receipts

Mobile B2B Payments such as e-wallets is now being
embraced by leading financial companies to offer corporate
payment card compatibility with leading mobile payment methods
such as Apple Pay, Android Pay, and Samsung Pay.

Consumers are now adopting peer-to-peer fintech technologies
in their everyday lives, from electronic wallet solutions to mobile 120 4.53 922
money transfers.

Fintech companies offer a number of solutions which will 120 455 909
likely impact the B2B payments market in the coming years ' '

Valid N (listwise) 120

120 4.57 775

7.1.3 Project Risk Management

Table 3 Project Risk Management

N Mean Std. Deviation

The main concern of risk managers is on how to manage
innovation in a way that protects the safety and resiliency 120 4.81 501
of the industry as a whole

The banks have witnessed growth in their deposit

accounts and they have had a positive impact in the key 120 4.80 .632
sectors of the economy

Active management techniques have an impact on the

frequency and severity of operational losses incurred by 120 4.57 775
banks

Adoption of fintech technology has made easy to create
environment that fosters progress and development in a

way that mitigates risk and ensures stability of the global 120 4.53 922
financial system

The complexity of the financial industry has increased

exponentially with the rise of fintech, as new technologies 120 4.55 .909
get integrated into industry workflows.

Valid N (listwise) 120

From the findings, the respondents had very great extent opinion that Adoption of fintech technology has made easy to create
environment that fosters progress and development in a way that mitigates risk and ensures stability of the global financial system
with a mean of 4.53 and standard deviation of 92.2%. The Fintech project has significantly improved the financial portfolio for
KCB bank where it has enabled customers to transact any services efficiently and fast.
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7.1.4 Project Human Resource Management

Table 4 Project Human Resource Management

N Mean Std. Deviation

The main concern of risk managers is on how
to manage their staff in terms of motivating them 120 491 671
on the usage of the Fintech project

The banks have witnessed growth in their
deposit accounts and they have had a positive 120 4.70 .832
impact in the key sectors of the economy

Active management techniques have an impact
on the frequency and severity of operational losses 120 4.87 .585
incurred by banks

Adoption of fintech technology has made easy
to create environment that fosters progress and
development in a way that mitigates risk and
ensures stability of the global financial system

The complexity of the financial industry has
increased exponentially with the rise of fintech, as
new technologies get integrated into industry
workflows.

Valid N (listwise) 120

120 4.63 .962

120 4.75 .949

Majority of the respondents had very great extent that the complexity of the financial industry has increased exponentially with
the rise of Fintech, as new technologies get integrate into industry workflow with mean score of 4.75 and standard deviation of
0.949. Based on Omollo (2015) carried out a study on commercial banks with better technology asserts that in order for banks to
enhance its growth in terms of Fintech project it has to invest in better human resource who are well trained and skilled in that
particular project. Majority of the respondents agreed that the banks have witnessed growth in their deposit accounts and they
have had a positive impact in the key sectors of the economy having mean score of 4.70 and standard deviation of 83%
implication of higher response rate.

7.2 Inferential Statistics
7.2.1 Correlation Results

Table 5 Correlation Analysis

Financial Electronic Risk
Inclusion Payment Management Growth
Financial Inclusion Pearson
. 1
Correlation
Sig. (2-tailed) 120
Financial Human N
Resource Management Pearson
. 120
Correlation 1
Sig. (2-tailed)
Electronic Payment Pearson 357" 1
Correlation ’
Sig. (2-tailed) .000
N 120 120
Risk Management Pearson 548" 347" 1
Correlation ' ’
Sig. (2-tailed) .000 .000
N 120 120 120
Growth Pearson 583" 485" 649™ 1
Correlation
Sig. (2-tailed) .000 .000 .000
N 120 120 120 120

**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).
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7.2.2 Regression Coefficient

The results of the Beta Coefficient in the regression model indicates that all of the tested variables had positive relationships
with growth at Kenya Commercial Bank with all the independent variables tested being statistically significant with p-value less
than 0.05. From the findings it is depicted that a unit increase in human resource management (0.269) will definitely lead to
increase in growth of commercial banks. It is depicted that a unit increase of project financial inclusion (0.272) will result in
change of at Fintech project of Kenya Commercial Bank, a unit increase of project electronic payment (0.233) will lead to change
in Fintech project at Kenya Commercial Bank while a unit increase of project risk management (0.171) will result in change at
Fintech project of Kenya Commercial Bank. Furthermore it was concluded that there is statistically significant relationship
between independent variables (project financial inclusion, project electronic payment & project risk management) and dependent
variable (growth of commercial banks).

Table 6 Regression Coefficients

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 24.696 1.973 12.515 .000
Human Resource
Management .269 .070 .074 .582 .000
1 Project Financial Inclusion
272 .030 .006 .074 .000
Project Electronic Payment 233 .048 .055 671 .000
Project Risk Management 171 .067 .208 2.565 .000
(Constant) 24.696 1.973 12.515 .000

a. Dependent Variable: Growth of Commercial Banks.

The general regression Model arrived at was Y = 24.696 + 0.269X; + 0.272X, + 0.2333 + 0.171X,

Table 7 Regression Model Summary

Std. Error of the
Model R R Square Adjusted R Square Estimate
1 .262% .83 .036 2.85079
a. Predictors: (Constant), Project Financial Inclusion, Project Electronic Payment, Project Risk
Management, Project Human Resource Management

The four variables studied explain 83% of variance in the effect of project innovation services on growth of commercial banks
in Kenya as represented by the R2. This means that, the other factors not studied contribute 17% of variance in dependent variable
which calls for further studies to assess the effect of project innovation services on growth of commercial banks in Kenya.

7.2.3 Analysis of Variance

Table 8 Analysis of Variance

Sum of
Model Squares df Mean Square F Sig.
1 Regression 1223.775 4 17.216 2.118 .000°
Residual 245.232 115 8.127
Total 1469.010 119

a. Dependent Variable: Growth of Commercial Banks

b. Predictors: (Constant), Project Financial Inclusion, Project Risk Management, Project Human Resource
Management, Project Risk Management

The F critical at 5% level of significance was at 2.85 since F calculated was greater than F critical (value = 2.11) this shows
that the overall model was significant. The significance is less than 0.05, thus indicating that the predictor variables (project
financial inclusion, project electronic payment, project human resource management and project risk management) explain the
variation in the dependent variable which is growth of commercial banks.
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8. Conclusions and Recommendation
8.1 Conclusions

From the findings, the study found that project financial inclusion, project electronic payment and project risk management
had a significant impact on the growth of Fintech projects at KCB bank Kenya Limited. The study established that there was
strong relationship between growth of Fintech project at KCB bank Kenya Limited and project financial inclusion, project
electronic payment and project risk management. Based on the findings of correlation and regression analysis it depicted a
significant and strong positive association between measures of project electronic payment and growth of bank projects.
Furthermore based on the results project electronic payment was statistically significant in explaining the influence on growth of
bank project. Inferential statistics also played vibrant role on providing findings. Based on the findings of correlation and
regression analysis it depicted a significant and strong positive association between measures of project financial inclusion and
growth of bank projects. Furthermore based on the results project financial inclusion was statistically significant in explaining the
influence on growth of bank project.

8.2 Recommendations

Based on the study findings the researcher made the following recommendations;

i The managerial level to strengthen the systems and structures of ensuring that they get the best electronic payment
systems that will foster growth and profitability for the banks.

ii. Top managers, policy makers and other key players in the banking sector should formulate best technology policies
and systems that will ensure the banks has achieved its targets and objectives in regards to innovation and
technology.

iii. The study recommends that banks corporate level have the responsibility of investing robustly in innovation projects
that will keep the banks moving to the next level in regards to market share and higher profits margin.
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