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Abstract:  

Digitalisation provides a simple way to manage clients’ everyday transactions and 

access regulated bits of information. The influence of digital innovation on 

operational efficiency in Tanzanian commercial banks was examined. The study 

employed a mixed research technique, using a cross-sectional survey as the research 

design. The research area encompassed CRDB Dodoma City, as well as CRDB 

UDOM, CRDB Chamwino, and CRDB MAKOLE. CRDB is one of the banks that has 

implemented digitalisation by launching various digital applications, such as SIM 

banking, but it has yet to be fully achieved. Because CRDB is a rapidly growing bank, 

it is critical to assess the impact of digitisation on operational efficiency. The study 

employed a non-probability sampling approach. The sample size of 84 consumers was 

derived from 106 customers (CRDB UDOM, CRDB Chamwino, and CRDB 

MAKOLE), and the study used primary data. A multiple regression model was 

employed to analyse the data. The study found a link between digital innovation and 

operational efficiency in Tanzania’s commercial banks. The report advises that 

financial institutions ensure that their various clients’ savings are consistently 

protected and provide low transaction costs within their digital networks. 

1.0 INTRODUCTION 

Digital transformation in commercial banks is critical (Mutua, 2016). Digital 

transformation in commercial banking may be defined as any electronic transaction 

involving ownership transfer to use products and services that is initiated and 

completed by mobile devices while interacting with a computer-mediated network 

transformation (Amit et al., 2017). Mobile telecommunication devices make it simple 

to manage clients’ everyday transactions and access regulated information (Amit and 

Han, 2017). Banking systems use a variety of approaches to meet the demands of 

clients (Amit and Han, 2017). Mobile banking (MB) is one of the new strategies used 

to meet client demands (Amit and Han, 2017). It is a novel approach to customer 

service that builds on existing traditional banking systems such as telephones, online 

banking, and automated teller machines, known as an m-banking system. Because of 

its complexity, this improved service is offered via a mobile phone, which is more 

portable. It enables customers to cooperate and interact. According to Washington et 

al. (2022), commercial banks’ digital transformation consists of three components: 
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investment, digital cooperation, and innovation. When a company engages in digital 

transformation, it achieves efficiency, which frequently requires stages that go from 

one change to the next. 

According to the Bank of Tanzania (2020), digital transformation in commercial banks 

may result in poor performance, causing the banks to run at a loss. From 2016 to 2021, 

the ROA and ROE of all DSE-listed banks declined by 0.2%, 0.4%, 0.7%, 0.9%, and 

0.5% (Bank of Tanzania, 2019). The global proliferation of digital technology and fast 

digital transformation impacts all industries (Mutua, 2016). Feedback on changes 

drives the growth of digital technology, as does the utilisation of opportunities 

provided by digital transformation to achieve financial success. Notably, digital 

transformation encompasses more than simply breakthrough technology. 

Furthermore, relying solely on conventional procedures and periodic digital upgrades 

will not allow you to utilise digital transformation effectively. In reality, deliberate 

and continual efforts are critical for digital transformation, which encompasses a wide 

range of scenarios. To stay in business and produce financial success through digital 

transformation, organisations must employ strategic techniques to identify critical 

factors for digital transformation. 

Banks play a crucial role in the financial system. The banking sector is critical in 

catalysing a country’s economic growth because, as this essential sector develops, 

corporate funding becomes more accessible. It should be noted that improved bank 

performance is vital in the pursuit of corporate growth. As a result, since the Great 

Depression in the 1940s, academics have been particularly interested in the influence 

of digital transformation on operational efficiency in commercial banks (Ekinei, 

2019). During the previous two decades, the banking sector has seen significant 

modifications worldwide as a result of technological advancements, deregulation, and 

globalisation (Amit and Han, 2017). External and internal variables have impacted the 

structure and performance of many nations’ banking industries (Mutua, 2016). Despite 

the growing trend of bank disintermediation in many nations around the world, a 

country’s banking industry continues to play an important role in funding economic 

activity in general and distinct areas of the market in particular. An efficient and 

effective banking business may better withstand negative shocks and contribute to a 

country’s financial stability. As a result, academic researchers, regulators, 

policymakers, bankers, and analysts have all expressed interest in the factors that 

influence customer experience and operational efficiencies. Tanzania’s banking 

system has experienced significant structural transformation since its liberalisation in 

1991, with the implementation of several banking reform initiatives (Mutua, 2016). 

Although the monetary authorities have taken efforts to stabilise the banking system 

and restore trust in the banking sector, it is still essential to understand what variables 

affect bank financial performance in order to influence policymaking in Tanzania’s 

banking industry (Mutua, 2016). The following section discusses the evolution of 

commercial banks in Tanzania. 
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The CRDB Bank has a history of being first. In 2011, it introduced Sim Banking, 

Tanzania’s first mobile banking app, placing everyday financial services in the hands 

of its consumers. It also pioneered agency banking in 2013 and today has more than 

20,000 agents and 250 offices. In 2022, the bank introduced self-account onboarding, 

which allows consumers to establish accounts without going to a branch. This feature 

alone attracted 44% of new clients last year, bringing the bank’s overall customer base 

beyond 4 million. With a goal to impact lives and harness Tanzania’s economic 

potential, CRDB Bank is dedicated to staying ahead. It is building the future of digital 

banking in Tanzania by providing safe, innovative, and customer-centric solutions that 

set industry standards. The digitalisation of CRDB began in 2005, with the transition 

from ATMs to mobile banking. The performance of CRDB Bank has declined 

between 2014 and 2024, dropping from approximately TZS 200 billion in 2014 to TZS 

177 billion by 2024. One of the reasons is that certain products have poor digitalisation 

(Cao et al., 2022; Khattak et al., 2023; Yang and Masron, 2024a). Different studies 

have shown that the impact of digitalisation is greatly reliant on how it is used 

(Washington, Rehman, & Lee, 2022). Thus, Bracci et al. (2022) claim that digital 

transformation impacts customer experience and operational efficiency in commercial 

banks. Digital transformation helps save time and money during operations, thereby 

improving operational efficiency. The previously described digital competencies are 

complementary, and developing these capabilities necessitates a holistic 

organisational strategy to rewire associated structures, technology, and personnel 

characteristics (Bracci et al., 2022). 

Operational efficiency is critical in any commercial bank to maintain client 

satisfaction. However, digitalisation is one of the factors that influence operational 

efficiency. Banks today invest significantly in digitalisation, but consumer demands 

and preferences are not effectively represented in terms of investments, collaboration 

with other partners, and digital innovation (Washington, Rehman, & Lee, 2022). 

CRDB invests 800 million in digitalisation per year (BOT, 2025). CRDB is one of the 

institutions that has implemented digitalisation by offering various digital applications 

such as SIM banking, but it has still not been achieved. Because CRDB is a rapidly 

developing bank, it is crucial to examine the impact of digitisation on operational 

efficiency (Bracci et al., 2022). In light of the digital economy and the worldwide trend 

of digital transformation, CRDB is under pressure from consumers and competitors to 

digitise its services. This has prompted commercial banks to implement a digital 

transformation plan that includes the use and application of current digital technology. 

As a result, this study examines how digital innovation affects CRDB Bank’s 

operational efficiency. 

2.0 LITERATURE REVIEW 

Claude Shannon, an American mathematician and engineer, first proposed digital 

transformation theory in 1948. It is a comprehensive approach for transitioning 

government organisations away from basic digitisation projects and towards cultural, 

managerial, procedural, and developmental changes throughout the company. It uses 

language and natural discourse to describe, comprehend, and explain interactions and 
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social activities (including interpersonal links as well as large-scale economic and 

organisational linkages) (Potter, 2025). Phenomenology involves detailed descriptions 

and rigorous investigation of lived experience to understand how meaning is produced 

through embodied perception, which contributes to a better understanding of lived 

experiences (Starks & Brown Trinidad, 2023). Grounded theory seeks to provide an 

explanatory theory for fundamental social processes examined in the contexts in which 

they occur (Glaser & Strauss, 2023). Grounded theory investigates social processes 

(causes, contexts, contingencies, outcomes, covariances, and circumstances) to 

understand better the patterns and interactions between these aspects (Glaser & 

Strauss, 2020). This hypothesis is related to the research because it describes the 

organisation’s growth through the digitalisation of commercial banks, which leads to 

the organisation’s appropriateness.  

Research has also suggested that digital transformation improves firm performance 

(Dalenogare et al., 2018), and studies are emerging to understand better the role of 

organisational learning capabilities, such as how they mediate the relationship 

between digital technologies and operational performance (Tortorella et al., 2020). 

The dynamism of clients in mobile banking presents issues for commercial banks 

since it does not allow for face-to-face connection between customers and service 

providers, resulting in a loss of trust in mobile banking services (Tortorella et al., 

2020). Cheah et al. (2025) found that the willingness to utilise mobile banking services 

was positively associated with parameters such as perceived utility (PU), perceived 

ease of use (PEOU), relative advantages (RA), and personal innovativeness (PI). 

Social norms (SN) were the only factor shown to be negligible. Similarly, Chitungo 

and S. Munongo’s (2025) study sought to apply the technological acceptance model 

to rural Zimbabwe to evaluate the factors influencing mobile banking uptake. The 

study discovered that factors such as perceived utility, PEOU, relative benefit, 

individual creativity, and societal norms affected participants’ willingness to accept 

and use mobile banking. The researcher used stratified random sampling to acquire 

data for the study. 

Research conducted in 2025 aimed to fill the knowledge gap about the elements that 

drive the adoption of mobile banking applications. The primary drivers of user 

behaviour were evaluated on a range of criteria, including usability, social perception, 

readiness to accept advances, and trust. Furthermore, Soneka and Phiri’s (2025) study 

evaluates the TAM Model-based elements that influence Zambia’s adoption of e-tax 

systems. The study concentrated on the Tax Online system utilised by Zambia’s 

domestic tax division in rural areas. 

The sample size of 100 respondents was carefully selected from a diverse group of 

taxpayers who contacted the Zambia Revenue Authority’s Internet section. 

Descriptive statistics were used to analyse the data collected from semi-structured 

survey questions. The E-tax system proved to be useful, user-friendly, and secure. 

Makongoro ( 2025) recently conducted a study on electronic mobile payments using 

bibliometric analysis. However, related research in Tanzania is still lacking and 

requires additional consideration in terms of customer satisfaction. Hosein’s (2010) 
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study on “Internet Banking: Understanding Consumer Adoption Rates Among 

Community Banks” discovered that four independent variables, including “quality of 

incentives, knowledge of computers, internet usage, and internet experience,” 

significantly predict customer adoption of mobile banking as well as perceived ease 

of use.  

Wisdom (2012) investigated “The Impact of Electronic Banking on Service Delivery 

to Customers of Ghana Commercial Bank Limited .” The survey found that with the 

implementation of electronic banking in Ghana’s commercial banking, people’s 

unfavourable perceptions of banks had considerably changed. Many Ghanaians 

consider their nation to be the most business-oriented institution that respects and 

values time. Over 76% of respondents strongly agreed with this assumption, while the 

remainder disagreed. Furthermore, the data show that electronic banking products 

have had a major positive influence on the service provided by Ghana’s commercial 

banks, and consumer opinion has changed dramatically as a result of these products. 

However, the research solely examined electronic banking and did not explore other 

aspects of mobile banking. 

3.0 RESEARCH METHODOLOGY 

The study employed a mixed research technique, using a cross-sectional survey as the 

research design. The research area encompassed CRDB Dodoma City, CRDB UDOM, 

CRDB Chamwino, and CRDB MAKOLE. CRDB is one of the banks that has 

implemented digitalisation by launching some digital applications, such as SIM 

banking, but it has yet to achieve this. Because CRDB is a rapidly growing bank, it is 

critical to assess the impact of digitisation on operational efficiency. The study 

employed a non-probability sampling approach. The sample size of 84 clients was 

determined from 106 customers (CRDB UDOM, CRDB Chamwino, and CRDB 

Makole). The study relied on primary data. 

 

 

3.1 Model development 

The multiple linear regression model is appropriate for use in this study since the 

nature of the response variable is continuous data (Multiple Regression Model), and 

the nature of the questions in the questionnaire is a 5-point Likert scale. 

𝑂𝐸𝑡 =  𝛼 +  𝛽1𝐷𝐼𝑛𝑛𝑡 +  𝛽2𝐷𝐶𝑡 +  𝜀𝑡 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (𝑖𝑖) 

 

OE = Operational efficiency, DInnt =Planning, DCt=Monitoring; α = Constant term, 

εt = Error Term 

 

4.0 RESULTS AND DISCUSSION 
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4.1.1. Digital Transformation Innovations Cost and Operational Efficiency 

The cost variable was analysed by answering questions about several aspects of digital 

banking technology development expenses, such as personnel costs, general 

administration costs, operation and maintenance costs, and user training costs. The 

following is a discussion of the results of numerous cost-related elements. 

4.1.1.1 Digital transformation has reduced operational costs.  

 

The cost variable was determined by responding to queries concerning a wide variety 

of expenses associated with advances in digital banking technology, including staff 

costs, general administration costs, operations and maintenance costs, and user 

training costs. The outcomes of several cost-related factors are outlined below. 

 

Table 4.9: Digital banking technology innovations and banks’ operational costs 

 

 Frequency Percent 

 

 

The bank’s operational costs 

have decreased thanks to digital 

banking technologies. 

not at all 4 4.8% 

little extent 3 3.2% 

moderate extent 21 33.9% 

great extent 31 50.0% 

very great extent 5 8.1% 

 Total 62 100% 

 

Source: Research finding (2025) 

As a consequence, respondents were asked to score the amount of bank service 

delivery on a Likert scale of 1 to 5, with options for Very great extent (=5), Great 

extent (=4), Moderate extent (=3), Little extent (=2), and Not at all (=1). The findings 

are summarised in Figure 4.5 below.  

 

As seen in the table above, the majority of respondents (mean=3.5323, SD=0.88183), 

or 50%, agreed that digital banking considerably reduced operating expenses. 

However, 33.9% of respondents agreed that adopting digital banking reduced 

operating expenses. Furthermore, 8.1% of the respondents stated they agreed that 

using digital banking significantly reduced operational expenses, while 4.8% agreed 

that using digital banking somewhat reduced operating costs. Last but not least, 4.8% 

of respondents agreed that adopting digital banking does not save operating costs. 

According to these data, banks were able to reduce expenditures while somewhat 

improving their financial performance by utilising digital banking technology 

improvements such as internet, mobile, and electronic banking. According to Kumar’s 

(2010) research on microfinance and mobile banking, m-banking services can 

significantly cut financial institutions’ costs.  
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4.1.1.2 Digital transformation has reduced the cost of staff to the commercial bank  

Questions on how digital banking technology has affected banking costs were asked 

of the respondents, and the answers were collated in Table 4.10. 

Table 4.10: Digital banking technology innovations and banks’ staff cost 

 

 Frequency Percent 

 

 

Innovations in digital banking 

technology have contributed 

to lower personnel costs. 

Poor 36 58.1% 

Neutral 8 12.9% 

Good 8 3.2% 

Very 3 21.0% 

Excellent 13 4.8% 

 Total 62 100% 

 

Source: Research findings (2025) 

According to Table 4.10, the majority of respondents (58.1%) believed that digital 

banking technology reduced staff costs moderately (mean = 3.1129, standard 

deviation = 0.8119), 21% agreed that it increased staff costs significantly, 12.9% 

agreed that it decreased staff costs somewhat, and 4.8% agreed that it increased staff 

costs dramatically. Finally, just 3.2% of respondents agreed that digital banking 

technology had no impact on labour expenses.  

The findings indicate that by reducing the level of contact between a consumer and a 

bank officer, digital banking technology is used to replace human resources. 

Furthermore, due to digital transformation, banks may now service customers directly 

without having a banking officer stationed in the hallway, reducing labour expenses 

that would otherwise be inevitable. However, because the bank officials are newly 

assigned inside the bank, staff expenses do not change much. 

 

Digital transformation has reduced management expenses for the bank. 

 

On a Likert scale of 1 to 5, the respondents were also asked to rate the degree to which 

the use of digital banking technology innovations had reduced general administrative 

costs. Very great extent (=5), great extent (=4), moderate extent (=3), little extent (=2), 

and no at all (=1) were the options available. Table 4.11 below provides a summary of 

the findings. Table 4.11: Digital banking technology and the bank’s general 

administration cost 

 Frequency Percent 

Poor 4 6 5 9.7% 
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The use of digital 

banking technology 

innovation has led to a 

reduction in general 

administrative expenses 

Neutral 6 2 7 3.2% 

Good 8 8 9 12.9% 

Very Good 10 43 11 49.4% 

Excellent 12 3 13 4.8% 

 Total 14 62 15 100% 

 

Source: Research finddings(2025) 

According to the findings, 69.4% of participants considered that the use of digital 

banking technology resulted in a slight reduction in general administrative 

expenditures (mean grade 3.0645, SD=0.74374), while 12.9% believed that 

administrative expenses had fallen considerably. Only 4.8% of respondents believed 

the cost had fallen significantly , compared to 9.7% who thought it had decreased 

slightly and 3.2% who thought it had not changed. These findings indicate that by 

substituting expenses such as client travel, stationery, and printing, the implementation 

of digital banking technology would result in a moderate reduction in administrative 

costs. Because of digital banking technology, which has significantly reduced 

shipping and stationery costs, the majority of banks now provide paperless account 

statements. Wawira (2011) observed in another study that lower transaction costs 

through agency banking had a beneficial influence on the financial performance of 

Kenyan commercial banks.Digital banking technology has higher user training 

cost 

 

On a Likert scale of 1 to 5, respondents were asked to indicate the extent to which they 

felt that onboarding a digital banking technology innovation was expensive due to 

higher user training costs. Very great extent (=5), great extent (=4), moderate extent 

(=3), little extent (=2), and not at all (=1) were the options. The results are summarised 

in Table 4.12 below. 

Table 4.12: Digital transformation and operator’s awareness expenses 

 

 Frequency Percent 

It is expensive to onboard 

digital banking technology 

innovations due to higher user 

training cost 

Poor 9 14.5% 

Neutral 2 3.2% 

Good 40 64.5% 

Very Good 7 11.3% 

Excellent 4 6.5% 

 Total 62 100% 

 

Source: Research finding (2025) 

The majority of respondents, 64.5% (mean=3.7419, SD=0.84805), said digital 



                                                               

                                                             ISSN (Print Version) 0975-3931 

                                                 ISSN(On-Line Version) 2278-1277    

139  

Journal of Global Economy, 

 Volume 22 No 2, June 2026 
 

banking technology was expensive since it required extra user training, although to a 

limited extent. According to the respondents, 14.5% believed that onboarding digital 

banking technology was somewhat expensive, 11.3% thought it was expensive due to 

the cost of user training, and 6.5% thought it was extremely expensive. However, due 

to the high cost of user training, only 3.2% of respondents believed that using digital 

banking technology was cost-effective.  

The aforementioned result suggests that deploying a digital banking technology 

innovation is moderately expensive since banks will have to spend for user training, 

which would harm their bottom line. 

4.1.4 Advantages of digital transformation my bank far outweigh the expenses 

On a Likert scale of 1 to 5, the respondents were asked to rate their degree of belief 

that the advantages of digital banking technology outweighed the costs. Figure 4.6 

provided a summary of the replies. 

 

 

 

Figure 4.6: Advantages of digital transformation at my bank far outweigh the 

expenses 

 

Source: Research findings (2025) 

 

The findings revealed that 51.6% of respondents thought the benefits slightly 

outweighed the expenses, 22.6% thought the benefits significantly outweighed the 

expenses, 9.7% thought the advantages greatly exceeded the expenses, 14.5% thought 

Advantages of digital transformation my bank from 

outweigh the expenses 
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the advantages slightly exceeded the expenses, and 1.6% thought the advantages did 

not exceed the expenses. According to the findings, while deploying digital banking 

technology developments can be expensive due to related fees, the benefits that the 

bank gains from this technology surpass the costs to a considerable extent. 

 

4.1.6 Cost of digital banking technology innovation aspects and financial 

performance 

 

On a scale of 1 to 5, respondents were asked to rank the extent to which the specified 

expenditures impacted their bank’s profitability: 1 meant not at all, 2 meant to a little 

extent, 3 meant to a moderate level, 4 meant to a substantial extent, and 5 meant very 

much. The findings are presented in Table 4.13 below. 

 

 

Table 4.13: Cost of digitalisation aspects and Operational efficiency 

 

 Poor Neutral Good Very good Excellent 

Working and 

preservation cost 1.0% 1.0% 53.6% 63.1% 36.1% 

Employee expenses 1.0% 1.0% 55.33% 17.6% 43.3% 

Overall managerial 

cost 

1.0% 1.0% 68.2% 19.33% 52.33% 

Operator exercise 

price 

1.0% 1.0% 52.33% 40.33% 48.33% 

 

Source: Research finding (2025) 

The findings revealed that 56.7% of respondents believed that operation and 

maintenance expenditures had a moderate influence on their bank’s profitability. 

According to the respondents, human expenditures have a modest influence on their 

bank’s profitability. Furthermore, the majority of respondents (61.7%) said that general 

administrative expenditures had a minor influence on their bank’s profitability. Finally, 

58.3% of respondents indicated that the cost of user training had a moderate influence 

on their bank’s profitability. These findings indicate that the cost of implementing new 

digital banking technology impacts bank profitability and should be considered. Kingoo 

(2011) found comparable results in his research on electronic banking and financial 

performance. He concluded that in order to maximise efficiency and profitability, banks 

must control the costs and risks involved with electronic banking while developing and 

implementing IT. 
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Operational Efficiency 

 

These findings imply that the cost of implementing new digital banking technology 

impacts banks’ profitability and should be considered. Kingoo (2011) discovered 

similar results in his study on electronic banking and financial performance. He 

concluded that in order to maximise efficiency and profitability, banks must control 

the costs and risks connected with electronic banking while installing and exploiting 

IT. 

 

Digital transformation has helped to minimise frauds. 

 

On a Likert scale of 1 to 5, respondents were asked to assess the extent to which they 

felt digital banking technology alerts helped the bank reduce fraud-related losses. 

Signifying nothing, 5 denotes a tremendous lot. Figure 4.7 displays a summary of the 

remarks. 

 

 

Figure 4.7: Digital transformation has helped to diminish expenses 

Source: Research findings (2025) 

 

The findings revealed that 54.8% of respondents thought that digital banking alerts 

helped to reduce fraud to a moderate degree, 29% thought that alerts helped to reduce 

fraud to a great degree, 8.1% thought that alerts helped to reduce fraud to a little extent, 
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6.5% thought that alerts helped to reduce fraud to a very great extent, and 1.6% thought 

that warnings did not help to reduce fraud. According to the findings, the majority of 

banks believed that by informing clients when there was activity in their accounts, 

digital banking technology helped them reduce fraud to a moderate extent. 

 

 

4.1.3.2 Raise in Revenue through digital transformation 

 

 

Commercial banks charge fees and/or interest for a wide range of transaction services, 

including loans and simple account enquiries. Figure 4.8 highlights respondents’ 

replies when asked how much their bank’s income has increased as a consequence of 

digital banking services. 

Figure 4.8: Raise Revenue Through Digital transformation  

Source: Research Findings (2025) 

 

Commercial banks impose fees and/or interest on a variety of transaction services, such 

as loans and basic account queries. Figure 4.8 depicts respondents’ responses when 

asked how much their bank’s revenue has grown as a result of digital banking services. 

 

Regression Analysis Results 

 

To investigate the link between digital transformation and operational efficiency at 

CRDB Bank in Tanzania. A linear regression was performed using the regression 

model shown below: 
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Table 4.14:  Summary of Model 

 

 

Model 

 

 

R 

 

 

R2 

Adjusted R2 

 

 

SE of the 

 

Estimate 

1 0.575a 0.330 0.166 0.71048 

Source: Research Finding (2025) 

R² is a frequently used metric for assessing model fitness. R-squared is derived by 

subtracting the residual variability ratio from one. The modified R- squared, also 

known as the coefficient of determination, indicates the fraction of the variation in the 

dependent variable that is produced by changes in the independent variables. At a 95% 

confidence level, Table 4.14 above shows that the R-squared of 33.0% on CRDB’s 

operational efficiency was influenced by changes in the cost of adopting and 

maintaining digital banking technology, turnaround time for digital banking 

technology innovations, and access to these innovations. The table indicates a 

substantial positive correlation (0.71048) between the independent and dependent 

variables. Significance testing using the p-value indicates the degree of association 

between the independent and dependent variables. If the significance number is 

smaller than the probability value (p), which is statistically fixed at 0.05, the model is 

regarded as significant in explaining the connection; otherwise, it is deemed non-

significant. An ANOVA was used to test whether the entire model could be used to 

reliably predict the result variable. Table 4.15 displays the results of the analysis of 

variance (ANOVA). 

 

Table 4.15: Analysis of Variance 

 

 

Model 

Sum of 

 

Squares 

 

df 

Mean 

 

Square 

 

F 

 

Sig. 

1 Regression 52.33 15 2.22 3.66 0.043b 

 Residual 36.66 15 4.55 

 Total 65.33 15  

 

Source: Research finding (2025) 

The overall fit of the regression model to the data was assessed using the F-ratio in the 

ANOVA table tests. An ANOVA was used to determine whether the overall models 

could significantly predict the result variable. According to the test, the independent 

factors are statistically significant in predicting the dependent variable, and the 
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remaining variance might be explained by variables not included in this model. The 

significant F value has a significance level of 0.043. The data suggest that the 

independent factors are strong predictors of commercial banks’ financial performance, 

with an F statistic of 2.012 (2.012, p < 0.05) and a p-value of less than 5%. It is evident 

that the regression model fits the data well. The table summarises the regression 

coefficients obtained from the model’s study. 

 

According to the following table produced by SPSS, the determined regression 

equation was 

 

 

𝑌 =  3.210 +  0.001 𝑋1 +  0.056 𝑋2 −  0.33 𝑋3 +  ἐ 

 

 

According to the regression coefficient results , access to digital banking and 

commercial banks’ financial performance are positively and significantly connected 

(r=0.009, p=0.046). Financial performance would improve by 0.009 units for every 

unit increase in access to digital banking (measured by the number of deposits, loans, 

and withdrawals). These findings are consistent with the banking supervision report 

(CBK, 2017), which stated that the mobilisation of deposits through agency banking 

and mobile phone platforms resulted in a 10.75% growth in customer deposits from 

KSh 2,618.4 billion in December 2016 to KSh 2,900.0 billion in December 2017. As 

a result, improving bank liquidity through the use of digital platforms such as mobile 

banking will enhance financial performance. Furthermore, the results show a strong 

and significant association between commercial banks’ turnaround time and financial 

performance (r=0.047, p=0.024). This indicates a unit change in turnaround time, 

which was influenced by system failures, efficiency, and how soon a customer 

completed a mobile transaction. These findings support those of Ritho and Jagongo 

(2015), who investigated the link between mobile banking and financial performance 

and showed that mobile banking boosts commercial bank performance by enhancing 

productivity, efficiency, and effectiveness. The study also found a negative and 

significant association between financial performance and the cost of deploying and 

maintaining digital banking technology (r=-0.044, p=0.045). Financial performance 

will suffer by 0.44 units for every unit increase in the cost of implementing and 

sustaining digital banking technology developments. The findings were congruent 

with those of Kingoo (2011), who discovered that the cost of deploying IT in banking 

was significantly and negatively connected with the bank’s profitability. Kingoo also 

advised that banks limit the costs and hazards associated with electronic banking while 

utilising technology in order to increase profitability. 

 

5.0 CONCLUSION AND RECOMMENDATIONS 

 

The study concluded that digital innovation has an impact on the operating efficiency 
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of Tanzania’s CRDB Bank. According to this survey, the majority of banks 

experienced system malfunctions when offering digital banking services, which 

slowed down transaction speeds and occasionally led to losses that, if not recovered, 

eventually affected CRDB Bank’s operational effectiveness in Tanzania. The study 

recommends that financial institutions should guarantee that the savings of their 

diverse clientele are always safeguarded and provide low transaction costs within their 

digital networks. 
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