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Abstract

The study aimed to identify the mediating role of financial inclusion in
the relationship between mobile banking applications and the competitive
advantage of banks. The research sample consisted of 382 participants from
employees of Saudi banks in Riyadh. The study concluded that there are
statistically significant differences at the significance level (a < 0.05)
between the responses of the study sample regarding the impact of mobile
banking applications on competitive advantage, according to the opinions
of bank employees, and the hypothesis was accepted. There were also
statistically significant differences at the significance level (a < 0.05)
between the responses of the study sample regarding the impact of mobile
banking applications on financial inclusion, according to the opinions of
bank employees, and the hypothesis was accepted. Furthermore,
statistically significant differences were found at the significance level (o <
0.05) between the responses of the study sample regarding the impact of
financial inclusion on competitive advantage, according to the opinions of
bank employees, and the hypothesis was accepted.

Keywords: Financial Inclusion - Mobile Banking Applications -
Competitive Advantage - Saudi Banking Sector.
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Introduction

Recent years have seen significant advances in the field of ICT, resulting in
fundamental and rapid changes in various areas of life.These developments
were not limited to the technical side only, but their impact extended to
business and regulatory practices of public institutions and banks in particular,
and in this context, mobile banking applications played a pivotal role in
promoting financial inclusion, as they provided innovative means to facilitate
access to financial services. These applications provide customers with ease
and flexibility in managing their accounts and carrying out banking operations
efficiently and quickly, without the need to visit traditional branches (Abu
Ajwa, 2020).

The spread of digital technology has brought about significant changes in
human societies, encompassing social, economic, civic and other aspects.
Smartphones are no longer just a means of communication but have become a
pivotal tool for accessing information and carrying out financial and banking
transactions. This transformation was not limited to individuals, but also
contributed to the integration of marginalized groups within the formal
financial system, and reduced reliance on informal methods that are

characterized by high costs and instability (Abu Al-Nour, 2022).

Thanks to mobile banking applications, individuals in the informal sector can
easily access financial services, without having to rely on informal channels
that may be expensive and unreliable in the long run. This development
promotes financial inclusion in developing countries and is an important step
towards achieving sustainable development for all socio-economic groups

(Abu Ajwa, 2020).

Interest in financial inclusion has begun to expand to include the design of
financial and banking products and services that meet the needs of
marginalized and low-income groups, through formal channels provided by

VYo



financial institutions. This approach seeks to develop appropriate financial
solutions with competitive costs and fairness, making financial inclusion a key
pillar for improving policies and organizational structures, and enhancing the

role of development agencies globally (Union of Arab Banks, 2015).

Financial inclusion works to provide financial services to all groups of society,
including individuals, families and institutions, without discrimination based
on income level, with the aim of raising the quality of life. Individuals
working in the informal sector often rely on informal means to manage their
money, making opening bank accounts a first step towards integration into the
formal financial system. Financial inclusion enables better management of
financial flows, protects savings, facilitates asset investment, and supports the

growth and expansion of small businesses.

Achieving financial inclusion effectively requires financial education, which
plays an essential role in raising consumer awareness. An informed consumer
i1s better able to choose the most appropriate financial products, and take
advantage of the opportunities available, which enhances their skills in

making accurate and informed financial decisions (Al-Asan, 2019).

Financial inclusion also requires the provision of an integrated set of financial
services that include opening bank accounts, making savings available, and
providing loans of various types, whether short or long term, in addition to
insurance, financing, mortgage services, leasing, payments, and remittances.
These services contribute to enabling individuals to improve their financial
situation, and protect them from financial risks, considering national and

international standards.

Based on this, the idea of the study arose with the aim of exploring the

mediating role of financial inclusion in improving mobile banking



applications and supporting competitiveness in the banking sector within the

Kingdom of Saudi Arabia.

Study Problem Problem Statement

The worsening of the global financial crisis in late 2008 led to an increased
focus on achieving financial inclusion, which aims to facilitate access for all
members of society to diverse and appropriate financial services. Financial
inclusion is a key element in achieving economic and financial development,
prompting international institutions to strengthen efforts by adopting
international standards that contribute to achieving this goal (Yoshino &

Moragan, 2018).

The data show that there is a significant disparity in levels of financial
inclusion between Arab countries and global standards, as statistics indicate
that 71% of adults in those countries do not rely on formal financial services,
which leads to continued dependence on cash in banking transactions and
increases the risks of illicit financial activities such as terrorist financing, tax

evasion, and money laundering (Al-Sen, 2019).

The research problem focuses on studying one of the key factors for the
success of the evolving financial sector, which is its ability to provide its
services to a wide range of economic actors. For example, in 2016, 74% of
adults in Saudi Arabia owned bank accounts, while developed markets
recorded financial inclusion rates exceeding 90%. In remote areas, financial
inclusion was lower, at 61% and 72% respectively in the same year (SAMA,

2016).

There are differing opinions on the extent to which financial inclusion will
enhance competitive advantage. Bott and Thakur (2000) argue that reducing
financing costs and increasing the availability of financial services contribute

to enhancing the competitiveness of banking institutions. Berger, Klapper, &



Turk-Ariss, 2009) suggest that providing credit services to low-income groups
increases the risk of non-payment, reducing the ability of banking institutions

to enjoy a competitive advantage.

Therefore, institutions have shown a growing interest in financial inclusion by
calling on experts in this field and through initiatives from five international
bodies based on the development of international standards, to work to
enhance the practical applications of financial inclusion (Arab Monetary
Fund, 2015). Modernizing and developing the banking sector in each country
to be more inclusive is an essential part of strategies to enhance the

competitive advantage of financial institutions.

Therefore, this study comes to highlight the role of financial inclusion to
enhance banks' applications via smartphones and support competitiveness,

especially in the Kingdom of Saudi Arabia.
Study Objectives Study Purposes

The main objective of the current study is to investigate the mediating role of
financial inclusion in the relationship between banking applications on
smartphones and the competitive advantage of banks in the Kingdom of Saudi

Arabia. Several sub-objectives emerge from the main objective as follows:

1. Identify the level of use of banking applications on smartphones in banks in

the Kingdom of Saudi Arabia.

2. Identify the role of banking applications on smartphones in achieving the

competitive advantage of banks in the Kingdom of Saudi Arabia.

3. Identify the intermediate impact of financial inclusion on the relationship
between banking applications on smartphones and the competitive advantage

of banks in the Kingdom of Saudi Arabia.



Importance of Study Importance

The importance of this study stems from the great importance of the topic of
financial inclusion, which i1s of wide interest both in developed and
developing countries. The Kingdom of Saudi Arabia seeks to develop its
financial sector by achieving development goals, in addition to enhancing

competitive advantage by improving the performance of banking institutions.
The importance of the study is reflected in two main axes:
Practical Importance:

- The current research derives its applied value by providing recommendations
and proposals to enhance the performance of banks in the Kingdom of Saudi

Arabia and develop the banking sector.

- Highlighting the strategies for developing the banking sector and improving
the structure of banks, which contributes to raising the quality of banking

performance to achieve a competitive advantage.
Theoretical importance:

- The research derives its theoretical importance from studying the mediating
role of financial inclusion in the relationship between banking smart phone
applications and enhancing the competitive advantage of banks in the

Kingdom.

- Contributing to enhancing scientific knowledge by providing an integrated

theoretical framework on financial inclusion.

- Highlighting the local and regional impact of the study by focusing on

pivotal issues that directly affect industry and the economy.



Study Questions

The current study aims to answer the key question: How does financial
inclusion as an intermediary factor affect the relationship between the use of
banking applications on smartphones and the achievement of the competitive
advantage of banks in the Kingdom of Saudi Arabia? This key question is

subdivided into a set of sub-questions:

1. What is the prevalence and use of mobile banking applications in Saudi

banks?

2. What 1s the impact of mobile banking applications on enhancing the

competitive advantage of banks in Saudi Arabia?

3. How does financial inclusion as an intermediary factor affect the
relationship between the use of banking applications on smartphones and the

competitive advantage of banks in Saudi Arabia?
Research Hypotheses

In line with the objectives of the study, the following hypotheses were

formulated:

- The impact of mobile banking applications on enhancing the competitive

advantage of banks in the Kingdom of Saudi Arabia:

- Smart phone banking applications play a major role in enhancing the

competitive advantage of banks in the Kingdom of Saudi Arabia.

- Financial inclusion enhances the relationship between banking applications
and the competitive advantage of banks to a moderate degree in the Kingdom

of Saudi Arabia.



The sampling method was used from the community of bank employees in
Riyadh, where a random sample was selected, and the sample size was ( 382 )

individuals.
Research Boundaries

- Objective limits: The study is limited to examining the mediating role of
financial inclusion in the relationship between banking applications on

smartphones and the competitive advantage of banks in the city of Riyadh.

- Human Limits: The study is limited to employees of local and foreign Saudi

banks and their branches.

- Spatial limits: The study is determined within the geographical scope of local

and foreign Saudi banks located in the city of Riyadh.

- Time limits: The study will be conducted during the course of the year

1446AH / 2024 AD.
Study Findings

* There are statistically significant differences at the level of significance
(a0 <0.05) between the responses of the study sample to the impact of banking
applications on the competitive advantage according to the opinions of bank

employees and the hypothesis was accepted.

* There are statistically significant differences at the level of significance
(a0 <0.05) between the responses of the study sample to the impact of banking
applications on financial inclusion according to the opinions of bank

employees and the hypothesis was accepted.

* There are statistically significant differences at the level of significance
(a0 <0.05) between the responses of the study sample to the impact of financial
inclusion on the competitive advantage according to the opinions of bank

employees and the hypothesis was accepted.
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Recommendations of the study:

* Improved user interface and user experience to provide ease of navigation

and access to services.

* Enhance security through the use of biometric verification and multi-factor

authentication techniques.

* Providing customized services using artificial intelligence to analyze

customer behavior and meet their needs.

* Expanding financial inclusion by launching products and services that meet

the needs of non-financially covered groups.

* Integrate digital payment services and e-wallets to provide integrated and

easy payment solutions.
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