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Introduction

This study is dedicated to enhancing the in-
come-generating capacity of underprivileged
communities, recognizing its crucial role in ad-
dressing fundamental human needs like food,
shelter, health, and education. The absence of
such capacity can lead to human suffering, so-
cial deprivation, and criminality. The profound
significance of this issue drove the selection of
microfinancing as the study's focal point. Mi-
crofinancing, seen as a catalyst for grassroots
development, offers hope in poverty-stricken
communities. Unlike simply providing money,
microfinancing views communities as active
partners in economic development, assisting
individuals with the expectation of their com-
mitted involvement in improving their circum-
stances.

In this collaborative effort, microfinancing
plays a vital role, evident in studies highlighting
its positive impact on entrepreneurial success,
especially among female entrepreneurs (Baba-
jide et al., 2022) and its contribution to im-
proved living standards through income gener-
ation and employment opportunities (Chow-
dhury & Ramchandra, 2023b). A study on bar-
riers to technology innovation among budding
entrepreneurs revealed the frequent need for
funds in deprived areas (Rajiani et al,, 2023).
Additionally, research on women entrepre-
neurship antecedents emphasized that access
to micro-loans has the highest impact on
women entrepreneurship (Dewi et al., 2022).

Given microfinancing's critical role in the
lives of underprivileged individuals and com-
munities, there's a need to enhance its service
capacity. Modern technology, specifically digit-
ization, presents this opportunity. Studies
show that digitization has positive effects on
businesses' financial performance (Lolemo &
Pandya, 2023) and is essential for small and
medium enterprises' adaptability, competitive-
ness, and long-term viability (Ghimire et al,
2023). A study on the influence of digital trans-
formation on the growth of small and medium
enterprises revealed its substantial impact on
cultivating customer relationships and ensur-
ing business accessibility (Jeza & Lekhanya,
2022).

This study meticulously examines the expe-
riences of personnel within a network of micro-
financing units across North Cotabato, Philip-
pines. It investigates the integration of digitiza-
tion initiatives into their operational proce-
dures, aiming to enhance service efficiency.
Aligned with this initiative, the study seeks to
comprehensively explore the effects of digitiza-
tion on microfinancing operational procedures,
contributing valuable insights to the intersec-
tion of microfinancing, technological advance-
ment, and community development.

Research Questions
The inquiry centered on the experiences of

several microfinancing employees with the dig-

itization of their operations. Specifically, the
study sought to answer the following inquiry.

1. What were the digitized and non-digitized
operational procedures in the identified
group of microfinancing units?

2. What were the key experiences of the mi-
crofinancing employees related to the iden-
tified operational procedures done in their
organization?

3. What were the observable effects brought
about by the digitization of operational pro-
cedures?

4. What were the other digitization improve-
ments that became manifest through the
findings of the study?

Methods

The research was carried out within the mi-
crofinancing units situated in North Cotabato,
Philippines, with a specific emphasis on their
response to technological advancements, par-
ticularly digitization. Specific information
about the microfinancing units was not men-
tioned based on the organization’s approval to
have the research conducted provided ano-
nymity is followed. This investigation delved
into the initiatives undertaken by these units to
augment their services and improve customer
experiences through the integration of digital
technologies. The qualitative nature of the in-
quiry lent itself to a case study methodology,
seeking to understand how technology im-
pacted the operations of these microfinancing
units. The research employed purposive sam-
pling, selecting informants directly engaged in
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the day-to-day operations of the microfinanc-
ing units under investigation. The primary
methods of data collection included observa-
tions, interviews, and informal conversations.
Additionally, both physical and electronic doc-
ument reviews were conducted to gather com-
prehensive insights. The gathering of infor-
mation focused on the possible changes caused

Table 1. Informants

by the introduction of digitization, be it positive
or negative. A total of fifteen loan officers, five
branch managers, and an area monitor were
identified as key informants, forming the basis
of the study. Table 1 provides an overview of
the informants involved in the study, reflecting
the diverse roles within the microfinancing
units.

Loan Officers

Branch Managers Area Monitor

Informants 15

5 1

Grand Total

21

Results and Discussions

Operational Procedures and Status of Digitization
Table 2. Operational Procedures and their Digitization Status

Operational Procedures

Digitization Status

Customer Data Management Digitized
Loan Processing Not Digitized
Loan Disbursement Digitized
Repayment Tracking Digitized
Financial Reporting Digitized

Customer Data Management

The initial operational procedure subjected
to digitization was customer data management.
Within this process, microfinancing officers un-
dertook the tasks of collating, retrieving, and
analyzing client information. Ensuring the ac-
curacy, security, and usability of this client data
was paramount, traditionally achieved through
the manual completion of forms by clients.
However, certain factors beyond the officers'
control introduced challenges to this process.
Variables such as the exact timing of customer
visits, the volume of customers at any given
time, and the varying levels of customer liter-
acy posed uncertainties. Particularly, clients
with lower literacy levels required additional
assistance in completing forms. Despite this sit-
uation, in non-digitized customer data pro-
cessing, a loan officer would serve around half
a hundred clients in roughly two hours. This ac-
tivity was normally done in the afternoon. In
response to these challenges, digitization was
introduced, enabling loan officers to encode cli-
ent information directly into the database. No-
tably, the study suggests a potential avenue for

further exploration, such as the development of
an application allowing clients to fill out forms
online at their convenience—an innovation
that could enhance the efficiency of data collec-
tion.

While many unknowns persist, making it
challenging to quantify the rate of data manage-
ment per customer, partial digitization has
nonetheless led to improvements in database
availability, data retrieval, and analysis. The in-
troduction of new technology necessitated
training for microfinancing personnel, aligning
with findings in studies on e-resource readi-
ness, and emphasizing the need for training in
computer applications and data management
(Abdulkareem, 2021; Shah et al., 2023). A study
on the determinants of employee digital trans-
formation readiness and job performance re-
vealed that employees' attitude, self-efficacy,
and characteristics affected their readiness for
digital transformation (Thu et al., 2023). From
the point of view of customers, a study on cus-
tomer preference shift showed that customers
change their preferences once they observe ob-
vious improvements in previous practices
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(Narsico & Narsico, 2023). The implementation
of digitization also brought forth the need for e-
maintenance, requiring business personnel to
familiarize themselves with data management
challenges and potential threats (Razmi-
Farooji et al., 2023). This encompassed the ac-
quisition of specific types of data and tools for
e-maintenance systems. Moreover, ensuring
the efficiency of data management involves in-
corporating shared practices into the organiza-
tional operational processes, as highlighted by
studies emphasizing practices that facilitate
data management efficiency (Lichtenthaler,
2021).

Loan Processing

The digitization initiative within the micro-
financing units notably excluded loan pro-
cessing, a multifaceted procedure commencing
with the submission of a loan application. Sub-
sequent steps involved a meticulous evaluation
to ensure borrowers met all stipulated require-
ments and conditions, a process that included
house visitations and environmental assess-
ments. This thorough approach was crucial, re-
quiring a significant time commitment from mi-
crofinancing officers who typically dedicated at
least six afternoons to visit clients during the
loan processing phase. The significance of dili-
gent loan processing is underscored by the crit-
ical role it plays in selecting good creditors. The
survival of non-bank financial institutions, such
as microfinancing, heavily relies on interest in-
comes from successful loans. Studies in the
field highlight the impact of non-performing
loan ratios and net interest margin on the prof-
itability of non-bank financial institutions (Imt-
iaz et al,, 2019). This underscores the microfi-
nancing units' emphasis on quality monitoring
in both loan applications and subsequent loan
payments. A study on the credit risk of micro-
finance loans among micro-enterprises re-
vealed age, business type, prior loan utilization,
and loan experience do not significantly influ-
ence individuals' perceptions of credit risk as-
sociated with microfinance loans (Juventud et
al,, 2023). The same study alludes to the neces-
sity of exploring other potentially relevant fac-
tors. This further adds to the complex nature of
loan processing.

The identification of borrower characteris-
tics emerged as a key task for loan officers, with
research by Abdi et al. (2023) highlighting the
significance of these characteristics as predic-
tors of good loan borrowers. Moral character
and creditworthiness were identified among
these characteristics in a study by Nininahazwe
& Mutembei (2023). The same study stressed
the importance of robust credit risk mecha-
nisms to mitigate loan default risks. In in-
stances where creditworthiness is assessed,
the absence of financial or credit history
emerges as a positive indicator (Goel & Rastogi,
2021). For borrowers facing credit risks from
external factors, the introduction of risk-shar-
ing schemes, such as agricultural insurance,
was suggested as a proactive measure (Kuhn &
Bobojonov, 2021). The loan processing cycle
culminated in a decision to either grant or deny
the loan. Integral to this process, microfinance
officers' possession of intellectual capital, in-
cluding knowledge, skills, training, and positive
intangible capabilities, proved essential. A
study by Gaur & Gupta (2023) indicated that in-
tellectual capital positively influences the man-
agement of non-performing assets and aids in
the handling of problematic loans, starting
from the approval of loan applications. This
highlights the holistic approach required in
managing the intricate and critical stage of loan
processing within microfinancing operations.

Loan Disbursement

The subsequent digitized operational pro-
cedure was loan disbursement, involving the
release of approved loan funds to borrowers. In
the non-digitized procedure, clients scheduled
to receive loans underwent a formal orienta-
tion seminar, facilitating comprehension of
loan payment procedures. With the introduc-
tion of digitization, the face-to-face orientation
seminar was replaced by a conveniently acces-
sible digitized format, streamlining the loan
disbursement process. Although the process
was partially digitized, there is room for im-
provement by considering complete digitiza-
tion, where forms are filled digitally, and funds
are disbursed through automated teller ma-
chines. This aligns with studies emphasizing
the advantages of digitization in providing fi-
nancial services (Mahayana & Purwanto,
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2023). However, it is crucial to acknowledge
potential challenges, including the emergence
of cybercrimes. Strict legal regulations and
standardization of cybersecurity systems are
deemed necessary to address these threats and
maintain customer confidence, preventing as-
set outflow and protecting the reputation of fi-
nancial institutions (DOROSH, 2023).

Efficiency in loan disbursement could also
be enhanced by adhering to time-tested com-
pany protocols, as suggested by a study empha-
sizing that profitability is positively influenced
by guideline adherence (Shiralashetti &
Hadapad, 2021). Furthermore, attracting un-
reached customers and improving loan facili-
ties were identified as strategies to enhance
performance. An indication of successful loan
disbursement performance is the presence of
customers who complete their loans and return
for additional ones, signifying that borrowed
funds are used for the intended purpose. This
concept is recognized as one of the social indi-
cators of positive financial performance (Singh,
2023). Considering social performance indica-
tors in microfinancing, studies have estab-
lished a strong correlation between microfi-
nancing services and the income stability of
identified businesses (Apat & Bawica, 2022).
Additionally, microfinancing has been shown
to significantly impact the growth of entrepre-
neurship, particularly among women in spe-
cific localities (Adeoti et al., 2021). These find-
ings emphasize the broader positive effects of
microfinancing on both economic stability and
entrepreneurial development within commu-
nities.

Repayment Tracking

The digitization initiative targeted the op-
erational process of repayment tracking,
wherein financial officers assumed the respon-
sibility of monitoring and managing the repay-
ment of loans or credit provided to borrowers.
This multifaceted task involved meticulous
tracking of borrowers' payments, ensuring ad-
herence to repayment schedules, and effec-
tively managing any overdue or missed pay-
ments. Microfinancing officers, assigned
around fifty clients each, traditionally carried
out this process in the morning. With the intro-

duction of digitization, loan repayment track-
ing has been seamlessly integrated into the
readily available customer database, offering
enhanced efficiency. This process also encom-
passes the physical collection of loan payments,
often conducted in the afternoons, with micro-
finance officers visiting the homes of creditors.
This approach is particularly useful in cases
where it is inconvenient for borrowers to visit
the microfinancing establishment.

Emphasizing the proactive nature of pay-
ment tracking and collection, a study revealed
that persistent follow-up on clients' loan pay-
ment obligations, even with frequent loan de-
faulters, significantly reduces the frequency of
loan non-payments (Karanja & Simiyu, 2022).
The task in this process would have been sim-
plified if all clients consistently paid the correct
amount and adhered to the repayment sched-
ule. Consideration of factors influencing loan
repayment is crucial before approving loans.
Notably, the alignment of values between lend-
ers and borrowers, favorable loan credit terms,
and thriving business performance collectively
contribute to improved loan repayment perfor-
mance (Zahid & Rao, 2022). In alignment with
this perspective, another study corroborated
these findings, particularly highlighting the
positive effects of social capital and favorable
loan credit terms on loan payment perfor-
mance (Igbal & Rao, 2022). Stressing the im-
portance of appropriate lending interest rates,
a study indicated that such rates significantly
reduce the occurrence of loan non-payment
(Ghosh et al.,, 2020). The same study asserted
the necessity of adapting domestic lending in-
terest rates to the comprehension situation of
the community being served. In challenging cir-
cumstances, akin to those experienced during
the pandemic, credit restructuring emerged as
a viable option to make loan repayment more
manageable for borrowers (Calin et al,, 2023).
However, in cases where borrowers fail to meet
their obligations due to the misuse of loaned
funds, creditors cannot solely blame external
forces for non-payment (Jakhar et al, 2023).
This underscores the importance of responsi-
ble and informed borrowing practices within
the microfinancing context.
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Financial Reporting

This operational process, too, underwent
digitization, functioning as a monitoring mech-
anism for the monthly transactions of the mi-
crofinancing unit. In this context, microfinanc-
ing unit personnel generated documents show-
casing their monthly financial performance for
top management. Unlike other processes re-
quiring daily compliance, this specific opera-
tional task occurs monthly. Before digitization,
the preparation of financial reports typically
took about two days for each microfinancing
unit. However, with the integration of digitiza-
tion, essential documents became readily ac-
cessible through electronic files, reducing the
time required for this task by half. Despite the
evident benefits, the digitization of financial
statement preparations can present challenges.
A study revealed that organizations, upon in-
troducing digitization, are mandated to inte-
grate their existing systems. Moreover, issues
such as the inadequacy of technological infra-
structure, internet availability, and a lack of
trained personnel to handle new technologies
can compound the complexity of the situation,
discouraging organizations from adopting dig-
itization for financial statement preparations
(Susilowati et al,, 2023). Fortunately, such hin-
drances were not observed in the microfinanc-
ing units identified in this study.

Financial reports, in most cases, are ex-
pected to illustrate the profitability, liquidity,
and solvency ratios of the business (Yuniawati
& Farman, 2023b). Additionally, a critical con-
sideration in financial reporting is the identifi-
cation of potential fraud. In this context, tools
for predicting the possibilities of financial ma-
nipulation are available (Wang et al., 2023).
From a broader perspective, a study on the dig-
ital transformation of microfinance institutions
revealed that digitization not only aids micro-
finance institutions in improving profitability
through the application of digital support solu-
tions but also enhances their social perfor-
mance through the adaptation of these tools
(Dorfleitner et al, 2021). In a parallel vein, an
examination of digitization effects on banks' fi-
nancial performance indicated that digital
transformation had a positive impact on finan-
cial institutions, particularly banks, driven by
the introduction of digitized payment tools,

digital channels, and internet security (Theiri &
Hadoussa, 2023). These findings underscore
the multifaceted benefits and positive out-
comes associated with the strategic adoption of
digitization in the financial operations of mi-
crofinance units.

Microfinance Employee Experience on Digit-
ized Operational Procedures

The infusion of digitization into microfi-
nancing operations has brought about tangible
enhancements in the efficiency of various oper-
ational procedures. Recognizing the inherent
diversity in client interactions, it becomes ap-
parent that the collective experiences of those
engaging with digitized processes underscore
substantial progress. Notably, processing times
have been expedited, and instances of errors
have seen a marked reduction. The improve-
ments in data management, loan disbursement,
and repayment tracking can be attributed to
the seamless access to customer databases, the
streamlining of document forms, and the intro-
duction of a more organized sequence of steps
facilitated by computer applications. Notewor-
thy gains have also been made in financial
statement preparation, with the microfinanc-
ing unit significantly reducing the time in-
volved by leveraging its database for essential
documents and employing pertinent computer
applications. The digitization initiative not only
facilitated accuracy in both data collation and
retrieval processes but also fostered better de-
cision-making outcomes through the analysis
of precise data. Corroborating these findings,
Seseli et al. (2023) asserted in a related study
that digitization not only enhances process ac-
curacy but also augments work efficiency, cost
savings, and customer satisfaction. A study on
the advantages and challenges of digitization,
as highlighted by HOLOVCHAK et al. (2023), re-
inforced the notion that automation of manual
tasks and optimization of data storage contrib-
ute to improved performance. Nevertheless,
the study underscored the challenges of high
implementation costs and the need for robust
technical support.

From a personnel perspective, the in-
creased efficiency in work speed and accuracy
resulted in heightened appreciation among mi-
crofinancing staff for their organization's
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digitization initiatives. While these personnel
were already content with their impact on im-
poverished communities, the positive effects of
digitization further elevated their job satisfac-
tion—a sentiment consistent with findings
from various studies. Research conducted
among bank employees (Ichbal & Ubaidillah,
2023), workers in the beauty service industry
(Kim et al, 2023), and nurses (Dirdjo et al,
2023) consistently revealed a strong positive
relationship between job satisfaction and job
performance. In parallel, the microfinancing
personnel's increased job satisfaction aligns
with these established patterns, highlighting
the profound impact of digitization on both ef-
ficiency and employee contentment. This situa-
tion leads to an intensified worker engagement
with work and inspires innovation. A study on
the impact of employee engagement and inno-
vation revealed that both variables in the study
contribute to business success (Shkurti & Mus-
tafa, 2024).

Additional Digitization Improvements
Digitization presents numerous opportuni-
ties for improvement, particularly through the
adoption of more suitable and advanced appli-
cations. A good example of this assertion could
be gleaned from a study on the legal framework
for taxing digital transactions that showed the
relevance of a digitized tax platform for online
transactions that is both convenient and acces-
sible for taxpayers leading to a timely and resil-
ient revenue generation and imposition of tax
administration (Cater et al, 2023). Addition-
ally, improvements in digitization could be de-
rived from a meticulous evaluation of a digit-
ized operation. A study on the importance and
performance analysis of digital platform attrib-
utes revealed that the organization focused in
the study was weak in three out of eighteen rel-
evant factors, allowing the organization to tai-
lor-fit improvements (Wahyudin et al,, 2023).
However, in the current context of the mi-
crofinancing units, three key areas have been
identified for immediate enhancement: digiti-
zation of loan processing, optimization of loan
officers’ client-handling capacity, and safe-
guarding of institutional data. The primary area
for potential improvement centers on the digit-

ization of loan processing. Notably, this opera-
tional process within the study remained non-
digitalized. At its core, loan processing involves
a critical aspect of decision-making. The loan-
approving officer makes decisions regarding
loan approval or denial, relying on information
collected by microfinance officers. These offic-
ers, operating in the field, gather pertinent cli-
ent information and input them into the deci-
sion-making process.

The process of quality data gathering and
the subsequent data analysis leading to deci-
sion-making can be digitized. In support of this
line of thinking, a study on data-driven deci-
sion-making practice in higher education insti-
tutions showed that in some contexts, instruc-
tors use manual data analysis and basic soft-
ware in handling job-related data (Asfaw et al.,
2023). The same study asserted the need for ca-
pability enhancement training and leadership
support to pave the way to the use of more so-
phisticated data analytics. A study on a similar
subject matter in the context of maintenance
management revealed that with digitized data-
driven decision-making, key components in
maintenance operations were coordinated ef-
fectively with cross-functional responsibilities
(Hinrichs et al,, 2023). This is a complex task
but was efficiently implemented through a dig-
itized decision-making process. Digitized data-
driven decision-making could significantly cut
the procedure of loan processing which cur-
rently takes six half days. Standardizing re-
quired data for loan approval and making them
available electronically to decision-makers
could be the first step in the right direction. One
of the obstacles in the implementation of the
mentioned improvement is resistance to
change. In this connection, a study by Sayogo et
al. (2023), pointed out the possibility of re-
sistance in terms of the attitudes and mindsets
of key people in organizations.

As indicated in the study, the operational
capacity of a microfinancing unit was inher-
ently tethered to the processing capabilities of
its officers. This limitation in capability had di-
rect implications for the scale of services the
microfinancing unit could extend to its sur-
rounding communities. While digitization has
already brought about notable improvements
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in operational procedures, there exists an op-
portunity to leverage this technological ad-
vancement further to maximize the service ca-
pability of the microfinancing unit. Digitization,
by its nature, enhances technical efficiency, de-
fined as proficiency in transforming inputs into
outputs (Feng et al,, 2022). By harnessing the
benefits of digitization, the microfinancing unit
can elevate its service capability, resulting in a
broader reach and impact on the communities
it serves. The amplification of service capability
translates to a greater number of clients bene-
fiting from its services, thereby fostering a
more substantial economic influence on the
surrounding communities. This evolution rep-
resents a progressive step towards aligning
technological advancements with the over-
arching goal of enhancing the microfinancing
unit's contribution to community development.

Addressing the third potential improve-
ment, the introduction of digitization has
brought about the convenience of information
relay, but it has also introduced the potential
vulnerability of computer hardware or soft-
ware breakdowns. Microfinancing personnel
now bear the responsibility of safeguarding
both the personal data of their clients and the
sensitive documents of their institution. Effec-
tive data protection necessitates the active in-
volvement of everyone in the organization, in-
cluding clients, as highlighted by research find-
ings (Liyanaarachchi et al, 2020). To mitigate
the risks associated with potential computer
hardware and software issues, implementing
standard operating procedures for data preser-
vation is crucial. This may involve the creation
of backup digital files and maintaining hard
copies. These precautionary measures not only
serve as a protective measure against potential
digital disruptions but also contribute to a com-
prehensive approach to data security and
preservation within the microfinancing unit. By
fostering a culture of shared responsibility and
implementing robust data preservation prac-
tices, the organization can proactively address
potential challenges associated with digitiza-
tion while ensuring the integrity and security of
valuable information.

Conclusions
Based on the findings through observa-

tions, interviews, informal conversations with

informants, and document reviews the follow-
ing conclusions were deduced.

1. Out of five operational procedures done in
the microfinancing units, only loan pro-
cessing was not digitized.

2. The digitized operational procedures im-
proved processing speed and accuracy.

3. Personnel satisfaction with digitized oper-
ational procedures improved.

4. Immediate areas of possible improvements
were the digitization of loan processing,
maximization of loan officers’ client-han-
dling capacity, and protection of institu-
tional data.

Recommendations
After considering the conclusions, recom-

mendations were directed to the personnel of

the group of microfinancing units included in
the study, to the personnel of other microfi-
nancing entities, and future researchers.

1. It was recommended to microfinancing
personnel included in the study to digitize
their loan processing procedures, increase
their service capacity, and install data pro-
tection mechanisms.

2. It was recommended that other microfi-
nancing institutions adopt digitization ini-
tiatives.

3. It was recommended to other researchers
to conduct studies related to intensifying
the impact of digitization like customized
applications, standardizations of opera-
tional procedures, etc.
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