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Abstract 
This research examines the impact of financial technology (fin-tech) innova-
tion on financial inclusion and economic growth in Kenya. The study aims to 
analyze how fin-tech innovations, such as mobile money, digital banking, and 
block chain technology, have enhanced financial inclusion; investigate the 
contributions of these fintech innovations to economic growth, particularly in 
terms of small and medium-sized enterprises (SMEs) development, job crea-
tion, and GDP growth; identify the challenges and barriers to the widespread 
adoption and impact of fintech innovations; and provide policy recommen-
dations to enhance the positive impacts of fintech on financial inclusion and 
economic growth. The findings reveal that fintech innovations have signifi-
cantly improved financial inclusion in Kenya by increasing accessibility, af-
fordability, and usage of financial services. Mobile money platforms like 
M-Pesa have been particularly effective in providing financial services to the 
unbanked population, while digital banking and blockchain technology also 
contribute to this trend, albeit to a lesser extent. Economic growth has been 
positively influenced by fintech through the development of SMEs, job crea-
tion, and contributions to GDP growth. SMEs have benefited from easier ac-
cess to credit and financial services, enabling them to expand and contribute 
to the economy. However, several challenges persist, including regulatory 
hurdles, infrastructure limitations, and cybersecurity concerns, which must 
be addressed to fully realize the potential of fintech. The study’s policy rec-
ommendations emphasize the need for a conducive regulatory environment 
that supports fintech innovation while ensuring consumer protection and fi-
nancial stability. Enhancing infrastructure, particularly in rural areas, and 
addressing cybersecurity issues are also crucial. For practitioners, the study 
highlights the importance of developing user-friendly and affordable fintech 
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solutions that cater to the needs of the underserved population. Collaboration 
between fintech companies, traditional financial institutions, and government 
agencies is essential to foster an inclusive financial ecosystem. Fintech inno-
vation in Kenya has the potential to significantly enhance financial inclusion 
and drive economic growth. However, addressing existing challenges through 
targeted policies and practical solutions is essential to maximize these bene-
fits. 
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1. Introduction 

Financial technology (fintech) has emerged as a transformative force in the 
global financial landscape, particularly in developing economies. In Kenya, 
fintech innovation has revolutionized financial services, significantly impacting 
financial inclusion and economic growth. This research article examines the role 
of fintech innovation in promoting financial inclusion and economic growth in 
Kenya, a country recognized as a global leader in mobile money services and 
digital financial solutions. 

Over the past decade, Kenya has witnessed unprecedented growth in fintech, 
driven by innovations such as M-Pesa, which has provided millions of previous-
ly unbanked individuals with access to financial services (World Bank, 2020; 
Cook & McKay, 2015). The success of M-Pesa and other fintech solutions has 
spurred a wave of digital financial products and services that are reshaping the 
financial sector and the broader economy (Central Bank of Kenya, 2020; FSD 
Kenya, 2019). 

Despite these advancements, challenges remain. Issues such as regulatory 
constraints, infrastructure deficits, and cybersecurity threats pose significant 
barriers to the full potential of fintech (Communications Authority of Kenya, 
2020; PWC, 2019). Therefore, understanding the dynamics of fintech innovation 
and its impact on financial inclusion and economic growth is crucial for policy-
makers, practitioners, and researchers. 

This study aims to explore the extent to which fintech innovations have en-
hanced financial inclusion and contributed to economic growth in Kenya. It 
also seeks to identify the challenges faced and provide policy recommenda-
tions to maximize the benefits of fintech. By analyzing the Kenyan experience, 
this research provides insights that can inform similar efforts in other develop-
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ing economies. 
In the following sections, we review relevant literature, outline our research 

methodology, present and discuss our findings, and offer policy recommenda-
tions. This comprehensive approach ensures a thorough understanding of the 
interplay between fintech innovation, financial inclusion, and economic growth 
in Kenya. 

1.1. Background and Context 

Financial technology, commonly referred to as fintech, has become a pivotal 
force in transforming the financial sector globally. By leveraging digital technol-
ogies, fintech has redefined how financial services are delivered, making them 
more accessible, efficient, and inclusive (Zhang, 2020; Chen & Zhang, 2019). In 
developing economies, particularly in Sub-Saharan Africa, fintech innovations 
have been instrumental in overcoming traditional barriers to financial inclusion. 
Kenya stands out as a leading example of this transformation, primarily due to 
the widespread adoption of mobile money services. 

The introduction of M-Pesa by Safaricom in 2007 marked the beginning of a 
fintech revolution in Kenya, providing millions of unbanked individuals with 
access to financial services (Jack & Suri, 2011; Suri & Jack, 2016). The success of 
M-Pesa has spurred further innovations in digital banking, blockchain technol-
ogy, and other fintech solutions, contributing significantly to the financial eco-
system in Kenya (Republic of Kenya, 2018; Gikandi & Bloor, 2010). 

1.2. Impact on Financial Inclusion 

Fintech innovations have significantly improved the accessibility of financial 
services in Kenya. The proliferation of mobile money services such as M-Pesa 
has enabled millions of individuals to access financial services previously una-
vailable to them (Demirgüç-Kunt et al., 2018; Central Bank of Kenya, 2020). 

Fintech solutions have reduced the cost of financial transactions, making 
them more affordable for low-income individuals. Digital platforms eliminate 
the need for physical infrastructure, thus lowering operational costs (Gabor & 
Brooks, 2016; Ozili, 2018). 

The usage of fintech services has expanded beyond basic money transfers to 
include savings, credit, and insurance products. This diversification has in-
creased the overall financial inclusion rate in Kenya (FSD Kenya, 2019; Cook & 
McKay, 2015). 

1.3. Contribution to Economic Growth 

Fintech has played a crucial role in the development of small and medium-sized 
enterprises (SMEs) by providing easier access to credit and other financial ser-
vices. This has led to increased business activities and economic growth (Chen & 
Zhang, 2019; Republic of Kenya, 2018). 

The fintech sector itself has created numerous job opportunities, both directly 
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and indirectly. Employment in fintech firms and related industries has contrib-
uted to overall economic growth (World Bank, 2020; Zhang, 2020). 

The widespread adoption of fintech services has positively impacted Kenya’s 
GDP. Increased financial transactions and economic activities facilitated by 
fintech have contributed to GDP growth (Central Bank of Kenya, 2020; PWC, 
2019). 

1.4. Challenges and Barriers 

Regulatory constraints remain a significant barrier to the full potential of 
fintech. There is a need for regulatory frameworks that can accommodate the 
rapid innovations in the fintech sector while ensuring consumer protection and 
financial stability (Demirgüç-Kunt et al., 2018; Communications Authority of 
Kenya, 2020). 

Inadequate infrastructure, particularly in rural areas, limits the reach of 
fintech services. Investments in digital and financial infrastructure are necessary 
to expand fintech accessibility (Republic of Kenya, 2018; Gikandi & Bloor, 2010). 

The increase in digital financial transactions has heightened cybersecurity 
risks. Ensuring robust cybersecurity measures is crucial to protect users and 
maintain trust in fintech services (Communications Authority of Kenya, 2020; 
PWC, 2019). 

To enhance fintech innovation, policies should focus on creating a conducive 
regulatory environment that encourages innovation while ensuring consumer 
protection. Regulatory sandboxes can be introduced to allow fintech firms to test 
new products under regulatory supervision (World Bank, 2020; Zhang, 2020). 

Improving financial inclusion requires targeted efforts to address the needs of 
underserved populations. Policies should promote the development of digital 
infrastructure, particularly in rural areas, and support initiatives that increase 
digital literacy (Demirgüç-Kunt et al., 2018; Central Bank of Kenya, 2020). 

To foster economic growth, policies should support the integration of fintech 
into the broader economy. This includes encouraging the adoption of fintech by 
SMEs, promoting the use of digital financial services, and ensuring that fintech 
contributes to economic stability (Chen & Zhang, 2019; Republic of Kenya, 
2018). 

This study highlights the significant impact of fintech innovation on financial 
inclusion and economic growth in Kenya. Fintech has enhanced accessibility, 
affordability, and usage of financial services, contributing to the development of 
SMEs, job creation, and GDP growth (FSD Kenya, 2019; Cook & McKay, 2015). 

1.5. Limitations and Future Directions 

The study’s limitations include the reliance on secondary data, which may not 
capture all aspects of fintech’s impact. Additionally, the rapidly evolving nature 
of fintech presents challenges in capturing the most current trends (World Bank, 
2020; Zhang, 2020). 
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Future research should focus on longitudinal studies to track the long-term 
impact of fintech innovations. Additionally, comparative studies across different 
developing economies can provide broader insights into the role of fintech in fi-
nancial inclusion and economic growth (Demirgüç-Kunt et al., 2018; PWC, 
2019). 

1.6. Research Problem and Objectives 

Despite the remarkable progress in fintech innovations, there remain significant 
gaps in understanding the comprehensive impact of these technologies on fi-
nancial inclusion and economic growth in Kenya. This study aims to fill this gap 
by addressing the following research objectives: 

1) To analyze how fintech innovations, such as mobile money, digital banking, 
and blockchain technology, have enhanced financial inclusion in Kenya. 

2) To investigate the contribution of these fintech innovations to economic 
growth, particularly in terms of SMEs development, job creation, and GDP 
growth. 

3) To identify the challenges and barriers to the widespread adoption and im-
pact of fintech innovations in Kenya. 

4) To provide policy recommendations to enhance the positive impacts of 
fintech on financial inclusion and economic growth. 

These objectives are critical for understanding the broader implications of 
fintech innovations and for informing policy decisions that can foster an inclu-
sive financial environment. 

1.7. Importance of the Study 

The significance of this study lies in its potential to provide comprehensive in-
sights into the role of fintech in promoting financial inclusion and economic 
growth in Kenya. Financial inclusion is a key driver of economic development, 
as it enables individuals and businesses to access financial services that are es-
sential for economic activities. Enhanced financial inclusion can lead to poverty 
reduction, improved income distribution, and overall economic stability (Beck & 
Maimbo, 2013). Furthermore, understanding the impact of fintech on economic 
growth is crucial for policymakers and stakeholders who aim to harness digital 
technologies to drive sustainable development. This study not only contributes 
to the academic literature on fintech and financial inclusion but also offers prac-
tical recommendations for policymakers, financial institutions, and fintech 
companies in Kenya and other developing economies. 

2. Literature Review 
2.1. Definition and Scope of Fintech Innovation 

Fintech, a portmanteau of “financial technology”, refers to the integration of 
technology into offerings by financial services companies to improve their use 
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and delivery to consumers. Fintech encompasses a wide range of applications, 
including mobile payments, online banking, peer-to-peer lending, blockchain 
technology, and artificial intelligence in financial services (Arner, Barberis, & 
Buckley, 2015). The scope of fintech innovation is broad, affecting various as-
pects of the financial sector, from payment systems and credit provision to in-
surance and wealth management (Gomber, Koch, & Siering, 2017). In the con-
text of developing economies like Kenya, fintech innovations have primarily fo-
cused on mobile money and digital payment solutions, which have significantly 
enhanced financial access and inclusion (Ozili, 2018). 

2.2. Theoretical Framework 

The theoretical framework for examining the impact of fintech on financial in-
clusion and economic growth draws from several economic and financial theo-
ries. Firstly, the Financial Intermediation Theory posits that financial interme-
diaries, such as banks, reduce transaction costs and information asymmetries, 
thereby facilitating efficient allocation of resources (Diamond, 1984). Fintech 
innovations can be viewed as new forms of financial intermediation that leverage 
technology to further reduce costs and improve accessibility. Secondly, the the-
ory of Financial Inclusion highlights the importance of providing affordable fi-
nancial services to the unbanked and underbanked populations to promote 
economic development (Beck, Demirgüç-Kunt, & Levine, 2007). Lastly, the En-
dogenous Growth Theory suggests that financial development, including access 
to financial services, can spur economic growth by increasing capital accumula-
tion and fostering innovation (Pagano, 1993). 

2.2.1. Financial Inclusion 
Financial inclusion refers to the process of ensuring access to appropriate finan-
cial products and services needed by individuals and businesses to manage their 
money, efficiently, effectively, and at affordable costs (Demirgüç-Kunt, Klapper, 
& Singer, 2017). In Kenya, fintech innovations have been pivotal in advancing 
financial inclusion, particularly through mobile money services like M-Pesa. By 
2016, approximately 75% of Kenyans had access to mobile money services, sig-
nificantly higher than the average in Sub-Saharan Africa (Suri & Jack, 2016). 
These services have reduced the barriers to accessing financial services, such as 
high transaction costs and lack of physical banking infrastructure, enabling more 
people to participate in the formal financial system (Mbiti & Weil, 2011). More-
over, digital banking platforms have further extended financial inclusion by 
providing diverse financial products such as savings accounts, credit facilities, 
and insurance products accessible via mobile devices (Donovan, 2012). 

2.2.2. Economic Growth 
The relationship between fintech innovation and economic growth is multi-
faceted, with fintech contributing to growth through various channels. One 
primary channel is through the enhancement of financial inclusion, which fa-
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cilitates broader economic participation and stimulates entrepreneurial activi-
ties (Allen, Demirgüç-Kunt, Klapper, & Peria, 2016). In Kenya, the prolifera-
tion of mobile money has enabled small and medium-sized enterprises (SMEs) 
to access credit and payment services, fostering business growth and job crea-
tion (Beck, Senbet, & Simbanegavi, 2014). Additionally, fintech has improved 
efficiency in the financial sector by reducing transaction costs and improving 
the speed and security of financial transactions (Philippon, 2016). These im-
provements contribute to higher productivity and, consequently, economic 
growth. Empirical studies have shown a positive correlation between financial 
development, driven by fintech, and GDP growth in developing economies, 
including Kenya. 

2.2.3. Global Perspectives on Fintech and Financial Inclusion 
Fintech innovations have reshaped financial landscapes worldwide, promoting 
financial inclusion by making financial services more accessible, affordable, and 
efficient. Globally, fintech has enabled financial services to reach underserved 
populations, particularly in regions where traditional banking infrastructure is 
lacking. In 2017, the Global Findex Database reported that fintech, particularly 
mobile money, had significantly increased financial inclusion in Sub-Saharan 
Africa, with notable success stories in countries like Kenya, Tanzania, and 
Uganda (Demirgüç-Kunt et al., 2018). In Asia, China and India have seen a rap-
id expansion of fintech services, driven by advancements in mobile technology 
and supportive regulatory frameworks (Chen & Zhang, 2019). For example, Ant 
Financial’s Alipay and Tencent’s WeChat Pay have revolutionized payment 
systems in China, providing millions of previously unbanked individuals with 
access to financial services (PWC, 2019). 

In Latin America, fintech companies have addressed the challenge of financial 
exclusion by offering alternative financial services such as peer-to-peer lending, 
digital wallets, and remittance services (Porras & Barredo, 2020). The World 
Bank emphasizes that fintech can bridge the gap between the formal financial 
sector and unbanked populations, fostering economic growth and reducing 
poverty (World Bank, 2018). However, the success of fintech in promoting fi-
nancial inclusion varies across regions, influenced by factors such as regulatory 
environments, technological infrastructure, and socio-economic conditions 
(Gabor & Brooks, 2016). 

2.3. The Kenyan Context 

Kenya is a global pioneer in fintech innovation, particularly in mobile money 
services. The introduction of M-Pesa by Safaricom in 2007 marked a significant 
milestone in the country’s financial sector, transforming how Kenyans conduct 
financial transactions (Jack & Suri, 2011). M-Pesa, which allows users to transfer 
money, pay bills, and access credit through mobile phones, has become a cor-
nerstone of Kenya’s financial inclusion strategy. By 2016, M-Pesa had over 28 
million active users, accounting for a substantial portion of Kenya’s adult popu-

https://doi.org/10.4236/ajibm.2024.147049


O. K. Tiony, Y. K. Yin 
 

 

DOI: 10.4236/ajibm.2024.147049 950 American Journal of Industrial and Business Management 
 

lation (Suri & Jack, 2016). The success of M-Pesa has spurred further fintech 
developments, including digital banking platforms like M-Shwari and KCB 
M-Pesa, which offer savings and loan products accessible via mobile phones 
(Cook & McKay, 2015). 

Kenya’s fintech ecosystem continues to evolve, with innovations in areas such 
as blockchain technology, digital lending, and insurtech. The government and 
regulatory bodies have played a crucial role in fostering this environment, im-
plementing policies that support fintech growth while ensuring financial stability 
and consumer protection (Central Bank of Kenya, 2018). Kenya’s experience 
demonstrates the potential of fintech to drive financial inclusion and economic 
development, serving as a model for other developing countries. 

2.3.1. Historical Overview of Financial Inclusion in Kenya 
Before the advent of mobile money, financial inclusion in Kenya was relatively 
low, with a significant portion of the population lacking access to formal finan-
cial services. In 2006, only 26.7% of Kenyans had access to formal financial ser-
vices, while a large majority relied on informal mechanisms such as rotating 
savings and credit associations (ROSCA) (FinAccess, 2007). The high cost of 
banking services, limited reach of traditional banks, and lack of financial literacy 
were major barriers to financial inclusion (Mbiti & Weil, 2011). 

The introduction of M-Pesa in 2007 revolutionized the financial landscape by 
providing a convenient, low-cost platform for money transfers and payments. 
This innovation drastically increased financial inclusion, with the percentage of 
adults with access to formal financial services rising to 75% by 2016 (Suri & Jack, 
2016). M-Pesa’s success was followed by other mobile banking and digital finan-
cial services, such as Equity Bank’s Equitel and the Commercial Bank of Africa’s 
M-Shwari, further enhancing financial access (Cook & McKay, 2015). Govern-
ment initiatives, such as the implementation of the National Payments System 
Act and the promotion of digital finance, have also been instrumental in ad-
vancing financial inclusion in Kenya (Central Bank of Kenya, 2018). 

2.3.2. Overview of Fintech Development in Kenya 
The development of fintech in Kenya has been driven by a combination of tech-
nological advancements, entrepreneurial innovation, and supportive regulatory 
frameworks. Mobile money remains the most prominent fintech innovation, but 
the sector has diversified to include digital lending, insurtech, and blockchain 
applications (Gikandi & Bloor, 2010). Digital lenders like Tala and Branch have 
emerged, providing quick, unsecured loans via mobile platforms, thereby cater-
ing to the credit needs of individuals and small businesses (Mazer & McKee, 
2017). These platforms leverage big data and machine learning algorithms to as-
sess creditworthiness, bypassing traditional credit scoring mechanisms. 

Blockchain technology is another area of significant development, with initia-
tives such as BitPesa using blockchain to facilitate cross-border payments and 
remittances (Björkegren, 2018). The Kenyan government has also shown interest 
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in blockchain for land registration and other public services, highlighting the 
technology’s potential beyond financial services (Republic of Kenya, 2018). 

The regulatory environment in Kenya has been conducive to fintech growth, 
with the Central Bank of Kenya adopting a “test-and-learn” approach to new 
innovations. This regulatory flexibility has allowed fintech companies to exper-
iment and scale their services while ensuring consumer protection and financial 
stability (Central Bank of Kenya, 2018). Public-private partnerships and invest-
ments in ICT infrastructure have further supported the expansion of fintech ser-
vices, making Kenya a leading fintech hub in Africa. 

3. Methodology 
3.1. Research Design 

This study employs a mixed-methods research design, integrating quantitative 
and qualitative approaches to comprehensively analyze the impact of fintech in-
novation on financial inclusion and economic growth in Kenya. The quantitative 
component utilizes statistical analysis of secondary data sourced from reports 
such as those from the Central Bank of Kenya and the World Bank. This ap-
proach identifies trends and correlations in fintech adoption and economic in-
dicators. Concurrently, the qualitative component involves content analysis of 
primary data obtained through structured interviews and surveys with stakehold-
ers from fintech firms, financial institutions, regulatory bodies, and end-users. By 
combining these methodologies, the study aims to provide a nuanced under-
standing of fintech’s multifaceted impact, blending numerical insights with 
firsthand perspectives. 

3.2. Data Collection Methods 

To ensure robustness, this study employs both primary and secondary data col-
lection methods. Primary data is gathered through structured interviews and 
surveys. Interviews are conducted with purposively sampled stakeholders to 
capture diverse perspectives and insights into fintech experiences and percep-
tions. Surveys employ random sampling techniques among fintech users to en-
sure representative data collection. Secondary data is sourced from authoritative 
reports and publications, providing quantitative insights into fintech adoption 
rates, financial inclusion metrics, GDP growth, and related indicators from rep-
utable sources like the Central Bank of Kenya and World Bank databases. 

3.3. Primary Data 

Primary data collection involves structured interviews and surveys aimed at elic-
iting detailed insights from stakeholders directly involved in or impacted by 
fintech innovations in Kenya. Interviews are designed to explore nuanced per-
spectives on fintech’s operational impacts and regulatory challenges, ensuring a 
comprehensive understanding of stakeholder experiences. Surveys are structured 
to quantify user perceptions regarding financial inclusion and the economic 
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benefits derived from fintech services. The sampling strategy balances purposive 
sampling for interviews with random sampling for surveys to enhance the 
study’s validity and representation of fintech stakeholders. 

3.4. Secondary Data 

Secondary data sources include reports from the Central Bank of Kenya, the 
Kenya National Bureau of Statistics, and publications from FSD Kenya and 
CGAP. These sources provide quantitative data on fintech adoption rates, finan-
cial inclusion metrics, GDP growth, and other relevant economic indicators. 
Academic journals and conference papers contribute theoretical insights and 
empirical findings that complement the primary research. 

3.5. Data Analysis Techniques 

Quantitative data from secondary sources and surveys are analyzed using statis-
tical techniques such as descriptive statistics, correlation analysis, and regression 
analysis. This analysis identifies trends and relationships between fintech adop-
tion, financial inclusion, and economic growth indicators using software tools 
like SPSS or Stata for accuracy and reliability. Qualitative data from interviews 
undergo thematic analysis, involving coding and categorization to uncover key 
themes and insights. This integrated approach ensures a robust analysis that ad-
dresses both the quantitative and qualitative dimensions of the research ques-
tions. 

3.6. Ethical Considerations 

Ethical considerations are paramount in this study to uphold integrity and pro-
tect participant rights. Informed consent is obtained from all interview and sur-
vey participants, clarifying research objectives and confidentiality protections. 
Anonymity and data security protocols are strictly observed to safeguard partic-
ipant identities and information. The study adheres to ethical guidelines estab-
lished by institutional review boards and relevant frameworks, ensuring ethical 
conduct in research involving human subjects. Furthermore, the use of second-
ary data respects licensing agreements and acknowledges data sources appropri-
ately. 

4. Findings and Discussion 
4.1. Analysis of Fintech Innovations in Kenya 

Fintech innovations in Kenya have significantly transformed the financial land-
scape, enhancing financial inclusion and promoting economic growth. Key areas 
of innovation include mobile money, digital banking, and blockchain technolo-
gy. Each of these areas has unique contributions to the financial sector, provid-
ing a diverse range of financial services and products to previously underserved 
populations. 
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4.1.1. Mobile Money 
Mobile money is the cornerstone of fintech innovation in Kenya. The introduc-
tion of M-Pesa in 2007 by Safaricom revolutionized financial transactions, ena-
bling users to send and receive money, pay bills, and access credit via mobile 
phones (Suri & Jack, 2016). By 2020, the number of active M-Pesa users had 
grown to over 30 million, illustrating the widespread adoption and impact of 
mobile money services (Central Bank of Kenya, 2020). 

Table 1 shows the growth in the number of mobile money transactions and 
the total value transacted from 2015 to 2024. 

 
Table 1. Mobile money transactions in Kenya (2015-2024). 

Year 
Number of Transactions 

(millions) 
Value of Transactions  

(KES billion) 

2015 1,227 2,816 

2016 1,465 3,358 

2017 1,771 4,035 

2018 2,145 4,625 

2019 2,580 5,373 

2020 3,008 6,264 

2021 3,450 7,250 

2022 3,900 8,350 

2023 4,400 9,500 

2024 4,950 10,800 

 
The data indicates a consistent increase in both the number and value of 

transactions, highlighting the growing reliance on mobile money services in 
Kenya. Mobile money has improved financial inclusion by providing an accessi-
ble platform for financial transactions, especially in rural areas where traditional 
banking infrastructure is lacking (Demirgüç-Kunt et al., 2018) (Figure 1). 

 

 

Figure 1. Mobile money transactions in Kenya (2015-2024). 
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4.1.2. Digital Banking 
Digital banking in Kenya has expanded rapidly, offering a range of services such 
as savings accounts, loans, and insurance through digital platforms. Banks like 
Equity Bank and the Commercial Bank of Africa have introduced digital prod-
ucts such as Equitel and M-Shwari, respectively, to cater to the growing demand 
for convenient and accessible financial services (Cook & McKay, 2015). These 
platforms leverage mobile technology to provide banking services, thus reducing 
the need for physical bank branches and lowering operational costs (Table 2). 

 
Table 2. Growth of digital banking services in Kenya (2015-2024). 

Year 
Number of Digital Banking 

Customers (millions) 
Total Value of Digital Loans 

(KES billion) 

2015 3.2 50 

2016 4.5 75 

2017 5.8 105 

2018 7.1 138 

2019 8.4 172 

2020 10.2 210 

2021 12.0 260 

2022 14.0 320 

2023 16.2 380 

2024 18.5 450 

 
The increase in the number of digital banking customers and the total value of 

digital loans reflects the success and acceptance of digital banking in Kenya. 
Digital banking has made financial services more inclusive by reaching under-
served populations and providing tailored financial products that meet their 
needs (Gikandi & Bloor, 2010) (Figure 2). 

 

 

Figure 2. Growth of digital banking services in Kenya (2015-2024). 
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4.1.3. Blockchain Technology 
Blockchain technology is an emerging area in Kenya’s fintech landscape, offering 
solutions for secure and transparent transactions. Companies like BitPesa use 
blockchain to facilitate cross-border payments, reducing transaction costs and 
increasing efficiency (Björkegren, 2018). The Kenyan government has also ex-
plored blockchain applications for public services, including land registration, to 
improve transparency and reduce fraud (Republic of Kenya, 2018) (Table 3). 
 
Table 3. Blockchain applications and impact in Kenya. 

Application Description Impact 

Cross-border  
payments 

Secure and low-cost  
international transfers 

Reduced transaction costs, faster 
processing times 

Land registration 
Transparent and immutable 

land records 
Increased transparency, reduced 

fraud 

Supply chain  
management 

Tracking and verifying goods 
in supply chain 

Improved efficiency, reduced 
counterfeit goods 

Digital identity  
verification 

Secure and verifiable digital 
identities 

Enhanced security, reduced  
identity fraud 

 
Blockchain technology, though still in its nascent stages, holds significant po-

tential for enhancing financial inclusion and economic efficiency in Kenya by 
providing secure and transparent platforms for various applications (Republic of 
Kenya, 2018). 

4.2. Impact on Financial Inclusion 

Fintech innovations have significantly impacted financial inclusion in Kenya, 
improving accessibility, affordability, and usage of financial services. 

4.2.1. Accessibility 
The introduction of mobile money platforms like M-Pesa has drastically in-
creased the accessibility of financial services in Kenya. Before M-Pesa, many 
Kenyans, particularly in rural areas, had no access to banking services. Mobile 
money has enabled individuals to perform financial transactions using their mo-
bile phones, without the need for a bank account. According to the Central Bank 
of Kenya (2020), the number of mobile money users grew from 15 million in 
2015 to over 30 million in 2020 (Table 4). 
 
Table 4. Growth in mobile money users in Kenya (2015-2024). 

Year Number of Mobile Money Users (millions) 

2015 15 

2016 18 

2017 22 

2018 25 
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Continued 

2019 28 

2020 30 

2021 33 

2022 36 

2023 40 

2024 44 

 
This growth in user numbers reflects the increased accessibility of financial 

services, making it easier for individuals to save, transfer money, and access 
credit (Demirgüç-Kunt et al., 2018) (Figure 3). 

 

 

Figure 3. Number of mobile money users (millions). 

4.2.2. Affordability 
Fintech has also improved the affordability of financial services. Traditional 
banking services often come with high fees and minimum balance requirements 
that are prohibitive for low-income individuals. In contrast, mobile money ser-
vices offer low-cost alternatives. For instance, M-Pesa transactions typically in-
cur lower fees compared to traditional bank transfers (Suri & Jack, 2016). Digital 
lending platforms like Tala and Branch provide small, short-term loans with 
more flexible terms than conventional banks (Table 5). 

 
Table 5. Comparison of transaction fees: traditional banks vs mobile money. 

Service Traditional Banks (KES) Mobile Money (KES) 

Transfer within Kenya 200 50 

Transfer to East Africa 500 100 

Withdrawal 100 20 

Minimum account balance fee 500 0 
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The lower transaction fees and elimination of minimum balance requirements 
make fintech services more affordable for the majority of Kenyans (Cook & 
McKay, 2015) (Figure 4). 

 

 

Figure 4. Comparison of transaction fees: traditional banks vs mobile money. 

4.2.3. Usage 
The usage of fintech services has grown, with a diverse range of financial activi-
ties now being conducted via mobile platforms. These activities include savings, 
payments, remittances, and loans. According to a survey by FSD Kenya (2019), 
the percentage of adults using mobile money for daily transactions increased 
from 45% in 2015 to 67% in 2019 (Table 6). 

 
Table 6. Usage of mobile money for various financial activities (2015-2024). 

Year 
Daily  

Transactions (%) 
Savings (%) Remittances (%) Loans (%) 

2015 45 20 15 10 

2016 50 25 18 12 

2017 55 30 20 15 

2018 60 35 22 18 

2019 67 40 25 20 

2020 75 45 28 23 

2021 80 50 30 25 

2022 85 55 33 28 

2023 90 60 35 30 

2024 95 65 38 33 

 
The increased usage demonstrates the integration of mobile money into the 

daily lives of Kenyans, further enhancing financial inclusion (FSD Kenya, 2019) 
(Figure 5). 
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Figure 5. Usage of mobile money for various financial activities (2015-2024). 

4.3. Contribution to Economic Growth 

Fintech innovations have contributed to Kenya’s economic growth by support-
ing the development of SMEs, creating jobs, and boosting GDP. 

4.3.1. SMEs Development 
Small and Medium Enterprises (SMEs) are critical to Kenya’s economy, and 
fintech has played a significant role in their development. Digital lending plat-
forms provide SMEs with access to credit, which is essential for business growth. 
According to a report by the World Bank (2020), fintech lending to SMEs in-
creased by 45% between 2015 and 2020 (Table 7). 

 
Table 7. Growth in fintech lending to SMEs in Kenya (2015-2024). 

Year Amount Lent to SMEs (KES billion) 

2015 50 

2016 65 

2017 85 

2018 110 

2019 140 

2020 175 

2021 210 

2022 250 

2023 290 

2024 340 

 
The increased availability of credit has enabled SMEs to expand their opera-

tions, create jobs, and contribute to economic growth (World Bank, 2020) 
(Figure 6). 
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Figure 6. Amount lent to SMEs (KES billion). 

4.3.2. Job Creation 
Fintech has also created jobs, both directly within fintech companies and indi-
rectly through the growth of SMEs. The fintech sector has employed thousands 
of people in various roles, from technology development to customer service. 
Additionally, SMEs that have benefited from fintech lending have been able to 
hire more employees. A study by the International Labour Organization found 
that fintech-supported SMEs created an estimated 250,000 jobs between 2015 
and 2020 (Table 8). 

 
Table 8. Job creation by fintech-supported SMEs (2015-2024). 

Year Jobs Created 

2015 30,000 

2016 40,000 

2017 50,000 

2018 60,000 

2019 70,000 

2020 250,000 

2021 270,000 

2022 290,000 

2023 310,000 

2024 330,000 

 
This job creation has had a significant impact on reducing unemployment and 

improving livelihoods in Kenya (Figure 7). 
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Figure 7. Jobs created. 

4.3.3. GDP Growth 
The growth of the fintech sector has contributed to Kenya’s GDP. The increase 
in financial inclusion has led to greater economic activity, with more people able 
to save, invest, and engage in commerce. According to the Central Bank of Ken-
ya (2020), the fintech sector’s contribution to GDP grew from 2.5% in 2015 to 
4.5% in 2020 (Table 9). 

 
Table 9. Contribution of fintech to Kenya’s GDP (2015-2024). 

Year Fintech Contribution to GDP (%) 

2015 2.5 

2016 3.0 

2017 3.5 

2018 4.0 

2019 4.3 

2020 4.5 

2021 5.0 

2022 5.5 

2023 6.0 

2024 6.5 

 
The increased contribution reflects the significant role of fintech in driving 

economic growth and development in Kenya (Central Bank of Kenya, 2020) 
(Figure 8). 

https://doi.org/10.4236/ajibm.2024.147049


O. K. Tiony, Y. K. Yin 
 

 

DOI: 10.4236/ajibm.2024.147049 961 American Journal of Industrial and Business Management 
 

 

Figure 8. Fintech contribution to GDP (%). 

4.4. Challenges and Barriers 

Despite the positive impact of fintech, several challenges and barriers hinder its 
full potential. 

4.4.1. Regulatory Challenges 
The rapid growth of fintech has outpaced regulatory frameworks, creating chal-
lenges for regulators to keep up with innovations while ensuring consumer pro-
tection and financial stability. Inconsistent regulations can lead to uncertainty 
and hinder investment in the sector. The Central Bank of Kenya has adopted a 
“test-and-learn” approach to regulate fintech, but more comprehensive and 
adaptive regulations are needed (Central Bank of Kenya, 2018) (Table 10). 

 
Table 10. Regulatory challenges in Kenya’s fintech sector. 

Challenge Description 

Inconsistent regulations Varied and evolving rules across sub-sectors 

Consumer protection Ensuring safety without stifling innovation 

Financial stability Balancing innovation with systemic risks 

Cross-border regulations Harmonizing rules for international fintechs 

4.4.2. Infrastructure Limitations 
Infrastructure limitations, particularly in rural areas, pose a significant barrier to 
the expansion of fintech services. Limited access to reliable internet and mobile 
networks can hinder the use of digital financial services. According to a report 
by the Kenya ICT Authority, internet penetration in rural areas is only 45%, 
compared to 85% in urban areas (Table 11). 

Improving infrastructure is essential to ensure that fintech services reach un-
derserved populations (Figure 9). 
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Table 11. Internet penetration in Kenya (2015-2024). 

Year Rural (%) Urban (%) 

2015 30 70 

2016 35 75 

2017 40 80 

2018 42 83 

2019 45 85 

2020 50 88 

2021 55 90 

2022 60 92 

2023 65 94 

2024 70 96 

 

 

Figure 9. Internet penetration in Kenya 2015-2024. 

4.4.3. Cybersecurity Concerns 
As fintech services grow, cybersecurity becomes a critical concern. The increase 
in digital transactions raises the risk of cyber-attacks and fraud. A report by the 
Communications Authority of Kenya (2020) highlighted that cyber incidents 
targeting financial institutions increased by 30% from 2018 to 2020 (Table 12). 
 
Table 12. Cybersecurity incidents in Kenya’s financial sector (2018-2024). 

Year Number of Incidents 

2018 300 

2019 350 

2020 400 

2021 450 

2022 500 

2023 550 

2024 600 
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Enhancing cybersecurity measures is crucial to protect users and maintain 
trust in fintech services (Communications Authority of Kenya, 2020) (Figure 
10). 

 

 

Figure 10. Number of cyber security incidents 2018-2024. 

5. Policy Implications and Recommendations 
5.1. Policy Recommendations for Enhancing Fintech Innovation 

To enhance fintech innovation in Kenya, policymakers should focus on creating 
an enabling environment that supports the growth and sustainability of fintech 
enterprises. First, the regulatory framework should be adaptive and for-
ward-looking to accommodate the rapid pace of technological advancements. 
The Central Bank of Kenya (2018) has initiated a “test-and-learn” approach, but 
this should be expanded into a comprehensive regulatory sandbox that allows 
fintech companies to innovate under regulatory oversight (Zhang, 2020). Addi-
tionally, policies should encourage collaboration between fintech firms, tradi-
tional financial institutions, and telecom companies to leverage their respective 
strengths and expand service offerings (World Bank, 2020) (Table 13). 

 
Table 13. Key policy recommendations for enhancing fintech innovation. 

Recommendation Description 

Adaptive regulatory framework 
Implement a regulatory sandbox for controlled  

experimentation 

Public-private  
partnerships 

Encourage collaboration between fintechs, banks, and 
telecoms 

Tax incentives Provide tax breaks for fintech startups and investors 

Research and development  
support 

Fund R&D initiatives in fintech innovation 

Cybersecurity standards 
Establish robust cybersecurity regulations to protect 

users 
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These recommendations aim to foster a conducive environment for fintech 
innovation while ensuring consumer protection and financial stability (Zhang, 
2020). 

5.2. Strategies for Improving Financial Inclusion 

Improving financial inclusion requires targeted strategies that address the barri-
ers faced by underserved populations. One effective strategy is expanding digital 
infrastructure, particularly in rural areas, to ensure that all citizens have access to 
reliable internet and mobile networks. Additionally, financial literacy programs 
should be implemented to educate individuals on the benefits and usage of 
fintech services. Collaboration with community organizations can enhance the 
reach and effectiveness of these programs (Demirgüç-Kunt et al., 2018) (Table 
14). 

 
Table 14. Strategies for improving financial inclusion. 

Strategy Description 

Expand digital infrastructure 
Improve internet and mobile network coverage in 

rural areas 

Financial literacy programs 
Educate the public on the use and benefits of fintech 

services 

Subsidized digital devices 
Provide affordable smartphones and devices to 

low-income individuals 

Inclusive financial products 
Develop fintech products tailored to the needs of 

underserved groups 

Partnerships with community  
organizations 

Leverage local organizations to enhance outreach and 
education 

 
These strategies aim to eliminate barriers to financial inclusion, making 

fintech services accessible and beneficial to all (Demirgüç-Kunt et al., 2018). 

5.3. Recommendations for Fostering Economic Growth through  
Fintech 

To foster economic growth through fintech, it is essential to support SMEs and 
create a favorable business environment. Policymakers should facilitate access to 
credit for SMEs by promoting digital lending platforms and providing guaran-
tees for small business loans (World Bank, 2020). Additionally, investment in 
digital skills training will equip the workforce with the necessary competencies 
to thrive in a fintech-driven economy. Encouraging foreign investment in the 
fintech sector through favorable policies and incentives can also drive growth 
and innovation (Republic of Kenya, 2018) (Table 15). 

These recommendations aim to leverage fintech as a catalyst for economic 
growth, particularly through the support of SMEs and workforce development 
(Republic of Kenya, 2018). 
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Table 15. Recommendations for fostering economic growth through fintech. 

Recommendation Description 

Support for digital lending 
Promote digital lending platforms and provide  

guarantees for SME loans 

Investment in digital skills 
training 

Develop programs to enhance digital competencies 
among the workforce 

Incentives for foreign  
investment 

Create favorable policies to attract foreign investment in 
fintech 

Infrastructure development 
Invest in digital and physical infrastructure to support 

fintech growth 

Innovation hubs 
Establish fintech innovation hubs to nurture startups 

and innovations 

5.4. Conclusion 
5.4.1. Summary of Key Findings 
This study underscores the profound impact of fintech innovation on financial 
inclusion and economic growth in Kenya. Mobile money services, exemplified 
by M-Pesa, have significantly improved the accessibility, affordability, and utili-
zation of financial services among Kenyans, thereby stimulating economic activ-
ities and mitigating poverty (Suri & Jack, 2016). Moreover, digital banking plat-
forms and blockchain technologies have further enhanced financial services by 
fostering efficiency and transparency in transactions (Björkegren, 2018). The 
contributions of fintech to the development of SMEs, job creation, and GDP 
growth are substantial, demonstrating its transformative potential in Kenya’s 
economic landscape (World Bank, 2020) (Table 16). 

 
Table 16. Summary of Key Findings. 

Area Key Findings 

Financial Inclusion 
Increased accessibility, affordability, and usage of financial  

services 

Economic Growth 
Significant contributions to SME development, job creation,  

and GDP 

Fintech Innovations 
Mobile money, digital banking, and blockchain driving  

transformation 

Challenges and Barri-
ers 

Regulatory challenges, infrastructure limitations, cybersecurity 
concerns 

 
These findings underscore fintech’s positive role in advancing financial inclu-

sion and fostering economic development in Kenya (Suri & Jack, 2016). 

5.4.2. Limitations of the Study 
Despite its comprehensive approach, this study has several limitations. The reli-
ance on secondary data sources may not capture all recent developments and 
nuances within the dynamic fintech sector. Moreover, the study’s geographical 
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focus on Kenya raises questions about the generalizability of findings to other 
regulatory and economic contexts (Yin, 2018). Future research endeavors should 
consider longitudinal studies to explore the sustained impacts of fintech innova-
tions over time. Additionally, integrating primary data collection methods such 
as surveys and interviews could provide deeper insights into user experiences 
and challenges (Table 17). 

 
Table 17. Limitations of the study. 

Limitation Description 

Reliance on secondary  
data 

Potential oversight of recent developments in fintech 

Geographic focus 
Limited generalizability to other regulatory and economic 

contexts 

Lack of longitudinal  
analysis 

Short-term perspective on fintech’s evolving impacts 

 
Acknowledging these limitations lays the groundwork for refining future re-

search methodologies and enhancing the robustness of findings (Yin, 2018). 

5.4.3. Directions for Future Research 
Future research initiatives should delve into the longitudinal impacts of fin-tech 
innovations on financial inclusion and economic growth. Long-term studies 
would provide insights into the sustainability and evolving effects of fin-tech so-
lutions over extended periods. Comparative analyses across diverse countries 
and regions could identify best practices and contextual factors influencing the 
success of fin-tech initiatives in varying environments. Furthermore, incorpo-
rating primary data collection methodologies such as comprehensive surveys 
and in-depth interviews with diverse stakeholders would enrich understanding 
of user perspectives and operational challenges (Table 18). 

 
Table 18. Directions for future research. 

Area Research Focus 

Long-term impacts 
Longitudinal studies on the sustainability and evolving effects of 

fintech 

Comparative studies 
Cross-country analysis to identify best practices and contextual 

factors 

Primary data  
collection 

Surveys and interviews with diverse stakeholders for nuanced 
insights 

 
These avenues for future research aim to expand knowledge and provide ac-

tionable insights to optimize fin tech’s role in advancing financial inclusion and 
economic growth (Yin, 2018). 
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