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ABSTRACT

There are substantial obstacles for small and medium businesses (SMEs) to get conventional financial services, especially
loans, despite their importance as development engines for the economy. Innovative solutions to these problems have
emerged with the rise of financial technology (FinTech), which makes use of developments like alternative credit scoring
techniques, blockchain, and peer-to-peer lending. With a focus on established, rising, and developing countries, this
research examines how FinTech might improve the availability and performance of loans for small and medium-sized
enterprises (SMEs). The study uses quantitative methodologies such as regression analysis and Structural Equation
Modelling (SEM) to look at how FinTech adoption affects SMEs' operational efficiency, client acquisition, profit
margins, and revenue growth. Research shows that small and medium- sized enterprises (SMEs) who use FinTech
see a considerable improvement in their performance, with adopters outperforming non-adopters in terms of operational
efficiency (80.5) and revenue growth (15.8%). Digital literacy is seen as a significant factor in the efficient utilisation of
FinTech, while regulatory backing and technical infrastructure are considered as essential facilitators of FinTech
adoption. In terms of economic background, the report shows that developed countries have the greatest adoption rates
of FinTech and that developing nations have a lot of room to expand. Fostering regulatory frameworks and
offering incentives to promote innovation and adoption of FinTech are practical consequences for policymakers. By using
FinTech technologies, financial institutions may extend their services to small and medium-sized enterprises (SMEs) who
are currently underserved, hence enhancing financial inclusion. In order to stay competitive, SMEs should prioritise
digital preparedness and use FinTech solutions, according to recommendations. In its last section, the report suggests
directions for further investigation, such as studying the impact of FinTech on the viability of SMEs in the long run
and looking into the sector-specific uses of cutting-edge technology like blockchain and artificial intelligence. This study
adds to what is already known about the relationship between financial technology (FinTech) and small and medium-
sized enterprise (SME) funding, and it provides useful information to those who are working to close the credit gap and
promote economic development for everyone.

Keywords: Financial Technology (FinTech), SME Credit Accessibility, Operational Efficiency, Regulatory
Support, Digital Transformation

Introduction

The growth of economies worldwide is closely tied to the success of small and medium-sized businesses, or SMEs.
Globally, SMEs have a substantial impact on GDP, employment, and innovation. However, small and medium-sized
enterprises (SMEs) have long had difficulties gaining access to finance as a result of inefficient conventional banking
institutions, high perceived risk, and a lack of collateral. Their capacity to expand and compete in today's fast- paced

marketplaces has been severely limited by these limitations (Beck & Cull, 20221).

Financial technology (FinTech) has emerged as a transformative force in the sector, providing innovative solutions to
longstanding issues such as financial inclusion. Financial technology (FinTech) may facilitate capital access for small and
medium-sized firms (SMESs) via the utilisation of advanced technologies such as blockchain, artificial intelligence (Al),
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and big data analytics. Fintech platforms include innovations like peer-to-peer financing, alternative credit scoring
methods, mobile payments, and more, giving small and medium-sized businesses (SMEs) in places that traditional

banks don't service new means to receive the loans they need (Asif, Khan, Tiwari, Wani, & Alam, 20232; Lee & Shin,
2018).

There is a deficiency of worldwide research that compares various nations to ascertain the impact of FinTech solutions on
the accessibility of loans for small and medium-sized firms (SMEs). This study seeks to address the information gap by
examining how FinTech has facilitated improved loan availability for small and medium-sized firms (SMEs) across
different nations. It examines how FinTech has assisted small and medium-sized firms (SMEs) in surmounting
financing challenges, investigates the methods by which SMEs have embraced FinTech, and provides policy
recommendations to facilitate SME growth and provide access to financial services for a broader population. This paper
contributes to the existing literature by offering a comparative analysis of FinTech's role in financing SMEs, delineating
best practices, and addressing challenges that may hinder further adoption. The project aims to provide practical insights
to financial institutions and policymakers to foster inclusive financial ecosystems worldwide.

Background of the Study

When small and medium-sized enterprises (SMES) thrive, economies throughout the globe experience growth. In terms of
gross domestic product (GDP), employment, and innovation, SMEs are huge on a global scale. Traditional banks are
notoriously inefficient, and small and medium-sized businesses (SMEs) often face high risk perception, inadequate
collateral, and other obstacles when trying to get financing. Because of these constraints, they have been unable to grow
and participate in the modern economy (Beck & Cull, 2022).

The emergence of financial technology (FinTech) has transformed the industry by offering innovative solutions to
persistent challenges, including financial inclusion. Advanced instruments in financial technology (FinTech), including
blockchain, artificial intelligence, and big data analytics, might facilitate finance for small and medium-sized enterprises
(SMEs). Asif, Khan, Tiwari, Wani, & Alam (2023) and Lee & Shin (2018) assert that small and medium-sized firms
(SMEs) in areas without conventional banking services are identifying alternative financing opportunities via fintech
platforms. These platforms provide innovations like as mobile payments, peer-to-peer lending, alternative credit scoring
methods, and more features.

To far, there has been a dearth of cross-national research examining the impact of FinTech solutions on the accessibility
of loans for SMEs. To address this information gap, this study looks at how financial technology (FinTech) has improved
loan availability for small and medium-sized businesses (SMEs) across different nations. It examines how small and
medium-sized businesses (SMEs) have used FinTech to finance themselves, how SMEs have benefited from FinTech, and
what policies may be put in place to assist SMEs grow and make financial services available to more people. By
comparing different approaches to FinTech's role in SME finance, identifying best practices, and addressing barriers
to broader deployment, this study contributes to the existing literature. The study aims to provide practical
insights to financial institutions and policymakers, with the ultimate goal of promoting inclusive financial ecosystems on
a worldwide scale.

Problem Statement

To the expansion and improvement of economies across the world, small and medium-sized businesses (SMEs) play an
essential role. Obtaining formal financial services, especially financing, remains a significant obstacle for SMEs, despite
its significance. High collateral requirements, long approval procedures, and dependence on conventional credit
evaluations are some of the stringent lending conditions commonly imposed by traditional banking institutions. Small
and medium-sized enterprises (SMEs) in developing nations are hit the hardest by these obstacles, even though they
have a greater need for financing to expand and stay in business (Beck et al., 2018).

One way these funding shortfalls might be filled is via the possibilities presented by the fast evolution of financial
technology (FinTech). In order to make financial solutions more accessible and efficient for SMEs, FinTech platforms use

technologies like peer-to-peer lending, blockchain-based financing, and alternative credit scoring (Frost et al., 20194).

1564



European Economic Letters
ISSN 2323-5233

Vol 14, Issue 4 (2024)
http://eelet.org.uk

Zavolokina et al. (20215) note that different nations' legislative frameworks, technical infrastructure, and financial
ecosystem preparation cause the effect of FinTech adoption on loan accessibility to vary.

There is a lack of comparative insights that might guide best practices internationally due to the fact that most existing
research focusses on the function of FinTech inside certain nations or regions. Cybersecurity concerns, low levels of
digital literacy, and problems with interoperability are just a few of the systemic obstacles that research never
touches on, despite their prevalence as barriers to FinTech adoption by SMEs. To address these knowledge gaps,
a thorough international study is required to assess the impact of FinTech on improving SMESs' access to financing and to
determine how to maximise its use.

To fill this knowledge vacuum, this research compares and contrasts the impact of FinTech on the availability of finance
for small and medium-sized enterprises (SMES) in various nations, identifying the factors that have helped and hindered
this trend. Policymakers, financial institutions, and entrepreneurs may use the results to inform their decisions and better
understand how FinTech might help small and medium-sized enterprises (SMESs) get the financing they need.

Literature Reviews:

Financial technology (FinTech) has emerged as a potent change agent in the world of business, which has been
dramatically altered by technology developments in the last few years. The use of new technology to enhance financial
services, or fintech, has been more popular in recent years, with the goal of making these services more accessible,

efficient, and inclusive (Arner, Barberis, & Buckley, 20156). The influence of FinTech on companies' transaction
management, capital access, and customer interaction goes far beyond conventional banking and financial services.
Businesses that want to stay competitive and meet the expectations of a fast-changing marketplace are using FinTech

solutions more and more as digital transformation speeds up (Gomber, Koch, & Siering, 20177).

By providing SMEs with a wide range of more efficient, accessible, and cost-effective financial services, FinTech offers a
revolutionary answer to several of these problems. Financial technology allows small and medium-sized enterprises
(SMEs) to simplify their processes, manage their cash flow better, and access alternative funding sources including

crowdfunding, digital payment platforms, and peer-to-peer lending (Lee & Shin, 20188). Digital marketing, data
analytics, and customer relationship management technologies are just a few ways in which FinTech may help SMEs
communicate with clients and gain a competitive edge. The use of financial technology has the capacity to greatly
enhance the efficiency and effectiveness of small and medium-sized enterprises (SMEs) in developing economies by

lowering the hurdles to accessing financial services and improving operational effectiveness (Haddad & Hornuf, 20199).

Growing Relevance of FinTech in Transforming Business Operations Globally:

Mobile payments, digital banking platforms, robo-advisors, crowd funding, peer-to-peer lending, blockchain technology,
and a host of other applications are all part of FinTech. These developments have enabled companies of all sizes to better
manage their financial operations while simultaneously upending conventional financial systems. The worldwide trend
towards digitisation is a major factor contributing to FinTech's increasing importance. Financial technology has become
an essential tool for companies to simplify their operations using digital technologies. For example, companies may
now more easily and quickly interact across borders thanks to mobile payment technologies, which have greatly
reduced the necessity for real currency transactions. There is less room for fraud and better supply chain management
thanks to blockchain technology's increased openness and security in monetary transactions (Tapscott & Tapscott,

201619,

The decrease in operating expenses is another major effect of FinTech on company operations. Complex
procedures and middlemen are common in traditional financial services, which may increase transaction fees and
lengthen processing times. The application of Al and automation in the financial technology industry has simplified these
procedures, eliminating middlemen and lowering associated expenses. As an example, robo-advisers provide a low-
cost substitute for human advisors by managing investment portfolios and providing financial advice via the use of

algorithms (Agrawal, Gans, & Goldfarb, 201811). The application procedure for business loans has also been made
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easier by online lending platforms, which has reduced the time and effort needed to get finance. The capacity of
FinTech to encourage innovation and competition in the corporate sphere further emphasises its worldwide significance.
Financial technology (FinTech) has emerged as a major force in driving innovation, allowing organisations to create new
goods, services, and methods of operation as they start to appreciate the benefits of digital transformation. Companies are
able to swiftly adapt to shifting market needs and seize new possibilities because to the scalability and agility
provided by FinTech solutions. In the context of globalisation, this is of utmost importance, since firms are forced
to compete on a worldwide scale and adapt to varied regulatory regimes.

Whatever the case may be, small and medium-sized enterprises (SMES) in developing economies stand to gain more
than ever before from the digital revolution. Small and medium-sized enterprises (SMEs) are facing several
challenges; however, with the advent of digital platforms, mobile technologies, and FinTech solutions, they may
overcome some of these obstacles, especially those related to operational efficiency, market reach, and access to capital
(Haddad & Hornuf, 2019). For instance, e-commerce platforms let SMEs connect with customers all over the world,
while digital payment systems and mobile banking provide businesses access to alternative financing choices. Businesses
may become more competitive, save money, and simplify their procedures by using digital technologies.

FinTech’s as Driver of Financial Inclusion:
Despite its vital importance in enhancing the global economy, financial inclusion has not garnered enough attention from
the banking sector, regulators, and policymakers (Salampasis

& Mention, 201812). The importance of financial inclusion in alleviating poverty is paramount, especially for

those experiencing hardship (N’ dri & Kakinaka, 202013). Fintech is transforming the financial services sector by

dismantling conventional barriers and contesting the supremacy of banks and non-bank financial institutions that have
inadequately served marginalised populations, particularly in developing nations (N’ dri & Kakinaka, 2020). Several
decades before in South Africa, a significant proportion of the population lacked access to banking services.
Nevertheless, the rise of fintech in recent years has augmented the number of persons with bank accounts (Lawack,

201314). This offers a unique potential to connect unbanked and underbanked communities, facilitating the
emergence of a global digital economy and fostering enduring social change for the financially marginalised and
underprivileged. Ultimately, inclusive economic development may engender good transformation on a global scale
(Salampasis & Mention, 2018).

Types of FinTech’s and their Role in Financial Inclusion

Various subsets of financial technology serve specific purposes; they include internet banking, P2P lending, digital
currencies, mobile payment systems, and computer-generated investment advice. Mobile money has been praised as a
solution to the problems linked with restricted access to conventional financial institutions, and it is the most widely

utilised financial technology worldwide (de Luna et al., 201915). It has also been seen as a means to promote financial

inclusion worldwide, especially in underdeveloped nations where many people cannot use traditional banking services
because of poor infrastructure. Notably in rural areas, mobile money has greatly increased access to financial services for

individuals (Jack & Suri, 201116; Munyegera & Matsumoto, 201617). Users may send and receive money cheaply, even
over great distances, by using basic technology called Short Messaging Service (SMS). Also, 11 out of the 17 UN
Sustainable Development Goals (SDGs) are aided by mobile money, which helps empower underprivileged people and
allows families to better their financial situation, thereby reducing inequality (N'dri & Kakinaka, 2020).

Mobile money is helping to improve financial inclusion in developing nations where 2 billion people and 200 million
small enterprises lack access to savings and credit. This opens up new opportunities for financial services firms.

According to Osafo-Kwaako et al. (201818), in order to successfully promote financial inclusion, we need to create
solutions that improve people's financial well-being in more ways than just making payments.

Additionally, there are online banking options. The introduction of online banking has caused a dramatic change in the
financial sector. Customers have the ability to execute a variety of banking tasks online using this technology, including

establishing accounts, paying bills, and transferring funds. According to Mukherjee and Nath (200319) and Sathye
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(200820), this allows people to do their banking online while being at home. According to Buckley et al. (201621),
clients now have the flexibility to bank whenever and wherever they choose thanks to digital banks. This has completely
transformed the way customers bank. Customers now have unparalleled access and convenience because to this
transition, which has also removed the constraints of conventional banking procedures.

The sharing economy comes in at number three. In the context of financial services, the "sharing economy" is defined by

Yu and Shen (201922) as platform-based digital activities including online lending and P2P fundraising, sometimes
known as crowdlending or crowdfunding. Fintech like this enables crowdsourcing of capital, which helps people and
companies that would not otherwise be able to get loans from traditional financial institutions. A major factor in
the expansion of the economy, it fosters economic equality and inclusivity for both borrowers and lenders (Yu & Shen,
2019). While online lending offers smart, individualised, low-cost financial services that encourage financial inclusion,
crowdfunding has emerged as a novel means for entrepreneurs to raise capital outside of the traditional venture capital

and banking sectors (Mollick, 201423).

Blockchain technology is the fourth option. Blockchain technology, according to Edu, A. S. (202224), is a decentralised
database that allows users to share information with one another in a peer-to-peer setting. According to Petrov

(202025), the banking business stands to benefit greatly from blockchain's revolutionary potential because of the sector's
frequent encounters with inefficient, expensive, and tedious operations. Financial product simplification, document
processing automation, and financial inclusion promotion are all possible outcomes of this technological development.

Additionally, according to Cennamo et al. (202026), blockchain technology has the potential to greatly decrease
transaction costs, which would allow more people to take part in financial transactions since they are more affordable.

The overall market value of all cryptocurrencies is $1.1 trillion, with around 22,932 of them (Coryanne & Adams,
202327). Secure transactions may be made using these digital currencies that depend on blockchain technology (Chatham
& Duncan, 202028; Nakamoto, 200829). Ripple exemplifies the immense potential of virtual currencies to transform the

financial services sector (Hashemi Joo et al., 201930). Financial inclusion and the global remittances industry are two
areas that stand to benefit greatly from its implementation. The lightning-fast three to five seconds it takes Ripple to
settle a transaction is the reason for this (Ripple,

202031). Compared to more conventional platforms, it is both quicker and cheaper when conducting cross-border
transactions using fiat currencies (Mason, 202132).

Machine learning and artificial intelligence are the next logical steps. By using new methods to determine a customer's
creditworthiness, fintech platforms have changed the way lenders operate. Fintech platforms evaluate a customer's
personal information, including their social media activity, age, education, and other social behavioural activities, in
contrast to traditional financial institutions that depend only on a customer's credit score derived from explicit

information to make lending decisions (Jagtiani & Lemieux, 201833). The collection of this intangible data is
accomplished via the use of AIl, ML, and big data analytics. Therefore, fintech lending procedures may help
consumers who don't have a lot of credit history and therefore would not be able to get loans from traditional banks
(Nguyen et al., 202134).

Finally, robots have been integrated into the financial services business to improve efficiency, decrease expenses, widen
access to financial services, and boost convenience (Jagtiani & Lemieux, 2018). When it comes to wealth investments,
for example, robots can cut management costs, allowing more individuals to participate. FinTech’s run by robots
typically charge between 0.15 and 0.3% in fees for managed assets, compared to 1 percent or more charged by more
conventional financial service providers. Furthermore, robots may serve as chatbots to aid customers, enabling
more customers to be supported in less time. This may be a time-consuming process that insurance company agents

and financial advisers often handle (Magnuson, 201835). By making their services available 24/7/365, robots also break
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down geographical and temporal barriers, allowing more people, no matter how far away they live, to have access to
financial services (Seasongood, 201636).

Research Gap

Although there has been a lot of progress in understanding the difficulties that SMEs encounter when trying to
get loans, the majority of research still focusses on the old- fashioned obstacles like insufficient collateral, poor
credit, and high administrative costs (Beck & Cull, 2022; Berger & Udell, 2020). At the same time, studies on
FinTech have shown that it can overcome these obstacles with innovations like alternative credit scoring, peer-to-peer

financing, and blockchain (Chen & Wang, 2021; Zhang et al., 202037). There is a significant knowledge vacuum on the
function of FinTech in enhancing SME funding in various legal and economic settings as most of the published material
is either country- or region-specific.

Additionally, there is a lack of comparative studies that examine the adoption and effect of FinTech across nations,
despite the increasing acknowledgement of FinTech's revolutionary possibilities. When it comes to FinTech's ability
to close the SME credit gap, existing research often fails to take into account country-specific characteristics.
These aspects include legislative frameworks, technical infrastructure, and financial literacy levels (Haddad

& Hornuf, 2019; Claessens et al., 2018). Further, there is a dearth of research on the structural obstacles to wider adoption
of FinTech, such as worries about cybersecurity, problems with interoperability, and opposition from more
conventional financial institutions (Frost et al., 2019).

This study seeks to address these gaps by comparing the adoption of FinTech across countries and how it affects the
accessibility of loans for SMEs. This research aims to provide policymakers, financial institutions, and other stakeholders
practical insights to promote equitable financial ecosystems by investigating the factors that facilitate and hinder the
adoption of FinTech in different economic and regulatory contexts.

Objectives of the Study

« To analyze the role of FinTech innovations, such as peer-to-peer lending, blockchain, and mobile banking, in
enhancing SME access to credit.

< To compare the adoption and impact of FinTech solutions on SME financing across developed, emerging, and
developing economies.

« To identify the key enablers and barriers to FinTech adoption for SME financing.

<+ To provide actionable recommendations for policymakers and financial institutions to foster FinTech integration and
improve SME credit accessibility.

Research Questions
« How do FinTech innovations address the financing gaps faced by SMEs?

< What are the differences in FinTech adoption and its impact on SME credit access across countries with varying
levels of economic development?
< What factors enable or hinder the adoption of FinTech solutions in SME financing?

« How can policymakers and financial institutions enhance the effectiveness of FinTech solutions in improving SME
credit accessibility?
Hypotheses

% H1: The impact of FinTech on SME credit accessibility varies significantly across developed, emerging, and
developing economies.
% H2: The availability of regulatory support positively influences FinTech adoption forSME financing.

% H3: Technological infrastructure significantly impacts the effectiveness of FinTech solutions in improving SME
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credit access.
< H4: SMEs with higher levels of digital literacy are more likely to benefit from FinTech solutions than those
with lower levels of digital literacy.

Methodology of the Study:

With the use of a comparative cross-country research approach, this study examines how FinTech might help small and
medium companies (SMES) get better access to loans. By comparing different nations, we can see how different degrees
of economic growth and technical maturity affect the acceptance, efficacy, and regulatory frameworks of FinTech.
“Primary sources used to compile the study's data include enterprise surveys conducted by the World Bank, indices
measuring the rate of use of financial technology, information on financing of small and medium-sized enterprises
(SMEs) culled from databases like the Global Findex Database, and studies produced by the International
Finance Corporation (IFC) (Beck & Cull, 2022)”. For the sake of a well-rounded and exhaustive research, the sample
selection procedure prioritises nations that reflect a variety of economic situations, including established, emergent, and
developing economies. Considerations for selection include the level of development of the FinTech ecosystem, the
impact of SMEs on GDP, and the accessibility of pertinent data.

This research uses statistical approaches like regression analysis to examine the data and find correlations between the
degrees of FinTech adoption and the improvements in the accessibility of financing for SMEs. To delve into the
qualitative elements of FinTech implementation, such regulatory reforms and public-private collaborations, comparative
case studies are used. A more complete picture of the phenomena may be achieved by combining quantitative and
qualitative approaches. While the research does a good job overall, it does note certain limitations that might affect
how applicable the results are to other contexts. These include cultural disparities in FinTech adoption, inconsistent
data reporting across nations, and ever-changing regulatory settings. To overcome these limitations, future studies should
investigate other factors influencing the adoption of FinTech and the funding of SMEs, and they should use
longitudinal data.

Data Analysis and Results:

Table 1: Descriptive Statistics of SMEs in the Study

Variable Mean  Standard Deviation ~ Minimum  Maximum

SME Size (Number of Employees) 22.5 23.7 5 100
Years in Operation 8.2 5.6 1 25
Annual Revenue (in USD) 220.00 120.00 50.00 500.00
FinTech Adoption Rate (%) 56.2 -- -- --

The table 1 shows descriptive statistics provide a detailed overview of the characteristics of SMEs included in the study.
The SME size, measured by the number of employees, exhibits a mean of 22.5 with a standard deviation of 23.7,
indicating significant variability in the size of SMEs. The smallest SME in the sample has 5 employees, while the largest
employs 100, reflecting the diversity of business scales in the dataset. This wide range suggests the inclusion of
micro, small, and medium-sized enterprises, ensuring comprehensive coverage of the SME spectrum. The years in
operation variable has a mean value of 8.2 years with a standard deviation of 5.6. This indicates that most SMEs are
relatively young, with a notable variation in operational longevity. The minimum value of 1 year represents newly
established businesses, while the maximum of 25 years signifies well-established firms. This range highlights the
inclusion of startups alongside more seasoned SMEs, allowing the study to capture varying levels of experience and
maturity within the SME sector.

The annual revenue of SMEs, expressed in USD, has a mean of $220,000, with a standard deviation of $120,000. The

minimum revenue recorded is $50,000, while the maximum reaches $500,000, showing a substantial range in financial
performance. This variance underscores the economic diversity of the SMESs, encompassing both low-revenue and high-
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revenue enterprises. Such a range is critical for understanding how financial capacity influences FinTech adoption and
credit accessibility. The FinTech adoption rate among SMEs in the sample stands at 56.2%, indicating that slightly more
than half of the SMEs utilize FinTech solutions. While no standard deviation, minimum, or maximum values are
recorded for this variable, the adoption rate demonstrates a significant penetration of financial technology among SMEs.
This figure also points to a growing acceptance of FinTech as a viable alternative to traditional financial systems.

Overall, the descriptive statistics highlight the heterogeneity of the SME population in terms of size, experience, financial
capacity, and technological adoption. This diversity ensures that the findings of the study are broadly representative and
provide valuable insights into how SMEs of varying profiles interact with FinTech solutions. These insights lay the
foundation for further analysis of how SME characteristics influence their access to credit and overall performance.

Table 2: Impact of FinTech Adoption on SME Performance

Revenue Growth (%) 15.8 8.7 4.21 0.001
Profit Margin (%) 124 6.3 3.98 0.002
Customer Acquisition Rate (%0) 18.2 9.4 4.56 0
Operational  Efficiency (Index

Score) 80.5 65.2 5.12 0

The results in Table 2 provide a comprehensive comparison of the performance metrics between FinTech adopters and
non-adopters among SMEs, highlighting the significant benefits of FinTech adoption.

Revenue Growth (%) is notably higher for SMEs that adopt FinTech solutions, with a mean of 15.8% compared to
8.7% for non-adopters. The t-statistic of 4.21 and a p-value of 0.001 indicate a statistically significant difference
between the two groups. This suggests that FinTech adoption positively influences SMEs' ability to generate
revenue, likely due to enhanced access to credit, streamlined payment systems, and improved financial decision-
making capabilities enabled by FinTech platforms.

Profit Margin (%) also shows a significant improvement for FinTech adopters, with a mean of 12.4% versus 6.3% for
non-adopters. The t-statistic of 3.98 and a p-value of 0.002 further confirm this difference. These findings imply that
FinTech solutions help SMEs reduce costs and optimize resource allocation, leading to higher profitability.

Customer Acquisition Rate (%) exhibits the largest difference, with FinTech adopters achieving a mean of 18.2%
compared to 9.4% for non-adopters. The t-statistic of 4.56 and a p-value of 0.000 indicate this difference is highly
significant. This underscores FinTech’s role in enhancing customer engagement and market reach through tools like
digital marketing, customer relationship management (CRM) systems, and seamless payment integrations.

Operational Efficiency, measured by an index score, is also significantly higher for FinTech adopters (mean = 80.5)
compared to non-adopters (mean = 65.2). The t-statistic of 5.12 and a p-value of 0.000 confirm this finding. This
suggests that FinTech adoption enables SMEs to improve internal processes, such as inventory management, transaction
processing, and workforce productivity.

The data demonstrate that FinTech adoption substantially improves SME performance across key metrics, including
revenue growth, profit margins, customer acquisition rates, and operational efficiency. These significant differences
between adopters and non-adopters highlight the transformative potential of FinTech in enhancing the competitiveness
and sustainability of SMEs. The findings strongly advocate for broader FinTech adoption among SMEs, particularly in
contexts where access to traditional financial services is limited.
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Table 3: Regression Results for SMEs Study

FinTech Adoption (Dummy) 0.265 0.056 4.73 0 0.28
SME Size (Number of 0.142 0.032 4.44 0 -
Employees)

Years in Operation 0.081 0.023 3.52 0.001 -
Industry Type (Control) 0.098 0.044 2.23 0.026 -

The table 3 shows regression analysis highlights key factors influencing SME performance, with FinTech adoption
emerging as a significant predictor. The coefficient for FinTech adoption (B = 0.265) demonstrates a strong positive
relationship with SME performance, supported by a t-statistic of 4.73 and a p-value of 0.000, indicating statistical
significance. The R-squared value of 0.28 suggests that 28% of the variance in SME performance is explained by the
model when FinTech adoption is included, underscoring the transformative role of financial technology in enhancing
business outcomes.

The analysis also reveals the importance of SME size, where a positive coefficient (B = 0.142) and a t-statistic of
4.44 (p-value = 0.000) indicate that larger SMEs tend to perform better, likely due to greater resources and
operational capabilities. Similarly, years in operation has a positive coefficient (B = 0.081), with a t-statistic of 3.52
(p-value = 0.001), highlighting the role of accumulated experience and stability in driving better performance metrics.
These findings suggest that more established SMEs are better positioned to capitalize on market opportunities and
integrate innovative solutions.

The impact of industry type, though smaller (B = 0.098), is still statistically significant (t- statistic = 2.23, p-value =
0.026), indicating that sector-specific factors influence performance variations. This underscores the necessity for
industry-tailored strategies when designing and implementing financial and technological interventions.

Overall, the results emphasize that FinTech adoption significantly enhances SME performance, even when controlling for
firm size, operational years, and industry type. This reinforces the need for targeted efforts to promote FinTech adoption,
particularly for smaller and younger SMEs that may face more significant challenges in accessing and leveraging
financial technologies. Sector-specific support and policies that encourage FinTech integration could further
optimize performance across diverse SME contexts.

Table 4: Structural Equation Modelling (SEM) Results

Standardized Standard p- Estimate
FinTech Adoption — SME Performance 0.45 0.07 0.0000
FinTech Adoption — SME Efficiency 0.38 0.08 0.0020
SME Performance — SME Efficiency 0.52 0.06 0.0000
FinTech Adoption — SME Performance
— Efficiency 0.29 0.09 0.0010

Table 4 presents Structural Equation Modelling (SEM) results provide critical insights into the relationships between
FinTech adoption, SME performance, and efficiency. The path from FinTech Adoption to SME Performance
demonstrates a strong positive standardized estimate of 0.45, with a standard error of 0.07 and a highly
significant p-value of 0.0000. This indicates that FinTech adoption substantially enhances SME performance,
validating its transformative role in improving business metrics such as revenue growth and profitability.
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The direct relationship between FinTech Adoption and SME Efficiency shows a standardized estimate of 0.38, with a
standard error of 0.08 and a p-value of 0.0020. This suggests that FinTech adoption also directly impacts operational
efficiency, likely through streamlined processes, better resource allocation, and improved decision-making enabled by
financial technology.

The path from SME Performance to SME Efficiency exhibits the strongest standardized estimate of 0.52, with a standard
error of 0.06 and a p-value of 0.0000. This highlights that improved performance leads to greater efficiency, emphasizing
the interconnected nature of these constructs. SMEs that achieve higher performance levels are better positioned to
optimize their operations and achieve sustainable growth.

Finally, the indirect effect of FinTech Adoption on SME Efficiency through SME Performance is represented by
a standardized estimate of 0.29, with a standard error of 0.09 and a p-value of 0.0010. This indicates a significant
mediation effect, where FinTech adoption indirectly improves efficiency by first enhancing performance. This
reinforces the idea that FinTech serves as a catalyst, impacting multiple facets of SME success.

The SEM results demonstrate that FinTech adoption has both direct and indirect impacts on SME performance and
efficiency. These findings underscore the strategic importance of integrating FinTech solutions to drive overall
business success, with compounded benefits observed through improved performance leading to enhanced operational
efficiency. The results highlight the necessity of fostering FinTech adoption to create a robust, efficient, and high-
performing SME ecosystem.

Table 5: Summary of Hypotheses Testing

LIvinathacic

H1: The impact of FinTech on SME credit accessibility varies significantly across Significant
developed, emerging, and developing economies.

Supported | (p<0.01)

H2: The availability of regulatory support positively influences FinTech adoption Significant

for SME financing.
: Supported | (p<0.01)

H3: Technological infrastructure significantly impacts the effectiveness of Significant
FinTech solutions in improving SME credit access. Supported | (p<0.01)
H4: SMEs with higher levels of digital literacy are more likely to benefit from Significant
FinTech solutions than those with lower levels of digital literacy. Supported | (p<0.01)

The table 5 shows the summary of hypotheses testing reveals significant support for all proposed hypotheses,
highlighting the critical factors influencing the adoption and effectiveness of FinTech in SME financing. H1, which
explores the varying impact of FinTech on SME credit accessibility across developed, emerging, and developing
economies,

is supported with significant results (p<0.01). This underscores the importance of contextual differences in economic
and technological readiness. H2, demonstrating the positive influence of regulatory support on FinTech adoption, also
shows significant results (p<0.01), emphasizing the role of a conducive policy environment in fostering FinTech
integration. Similarly, H3 confirms the substantial impact of technological infrastructure on the effectiveness of FinTech
solutions (p<0.01), reflecting the necessity of robust digital ecosystems to maximize the benefits of FinTech for SMEs.
Finally, H4 establishes that SMEs with higher levels of digital literacy derive greater benefits from FinTech solutions
(p<0.01), highlighting the critical need for capacity-building initiatives to empower SMEs in leveraging these
technologies. Collectively, these findings underline the multifaceted drivers of FinTech success and the strategic
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importance of addressing economic, regulatory, technological, and human capital factors to enhance SME financing
outcomes.

5. Recommendations and Conclusions:

5.1 Findings of the Summary:

“The research demonstrates the revolutionary potential of financial technology (FinTech) in terms of improving the
overall performance of small and medium companies (SMEs) as well as the accessibility of loans. The adoption of
FinTech has been shown to considerably boost the revenue growth, profit margins, client acquisition rates, and
operational efficiency of small and medium-sized enterprises (SMEs) when compared to non-adopters at the same
level. The findings of structural equation modelling (SEM) show that the adoption of fintech has an effect on the
performance and efficiency of small and medium-sized enterprises (SMEs) via both direct and mediated paths.
Furthermore, the report highlights crucial enablers like as regulatory backing, technical infrastructure, and digital
literacy, highlighting the enormous impact that these enablers have on the uptake and efficacy of FinTech. The results of
this study provide credence to the premise that FinTech plays a significant role in the success of small and medium-
sized enterprises (SMEs), with differences in adoption and effect being noted across various economic circumstances”.

5.2 Implications

“ For policymakers, financial institutions, and small and medium-sized enterprises (SMEs), the results have
substantial practical consequences. According to the findings of the research, authorities should place a strong emphasis
on the establishment of rigorous regulatory frameworks and sandbox settings in order to encourage innovation
while simultaneously minimising risks associated with using FinTech. By using FinTech capabilities, financial
institutions may improve their ability to access underserved small and medium-sized enterprises (SMEs), lower
transaction costs, and diversify loan options, therefore increasing financial inclusion. Small and medium-sized enterprises
(SMEs) may gain a competitive advantage via the implementation of FinTech by increasing the availability of finance,
simplifying processes, and boosting consumer engagement. These consequences, when taken as a whole, underline the
strategic relevance of integrating FinTech into the larger financial ecosystem in order to advance the growth of small and
medium-sized enterprises (SMESs) and economic development” .

5.3 Recommendations

“The use of FinTech and the improvement of access to financing for small and medium-sized enterprises are both
advised initiatives. Through the simplification of laws and the provision of tax incentives, policymakers should
prioritise the creation of conditions that are conducive to the financing of small and medium-sized enterprises (SMEs). In
order to ensure that small and medium-sized enterprises (SMEs) have the skills required to make good use of FinTech
solutions, it is possible to use public-private collaborations in order to build digital literacy programs. In order to cater
to the specific requirements of small and medium-sized enterprises (SMESs), financial institutions should prioritise
the development of individualised solutions in collaboration with FinTech companies. For small and medium-sized
enterprises (SMEs) to be able to fully access and profit from developments in the financial technology sector, it is
essential to make investments in technical infrastructure, especially in economies that are still in the process of growing”.

5.4 Future Research

This study sets the path for additional research into the long-term effect that the adoption of FinTech has on the
development and sustainability of small and medium-sized enterprises (SMEs). In further study, sector-specific uses of
financial technology and the distinct implications they have across sectors might be investigated. A more in-depth
understanding of how persistent usage of “FinTech impacts the profitability of small and medium-sized enterprises
(SMEs), market growth, and resilience during economic downturns might be gained via longitudinal research”.
Furthermore, comparative studies that are conducted across a variety of regulatory regimes may assist in determining the
most effective methods for encouraging the adoption of FinTech on a worldwide scale. “An additional intriguing subject
for future study is the investigation of the role those new technologies, including as blockchain and artificial
intelligence, play in further optimising the financing of small and medium-sized enterprises (SMEs-related). With the
help of these studies, we will have a better knowledge of how financial technology may be used to generate
economic development that is inclusive”.
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