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ABSTRACT

This study examines the role of Financial Technology (FinTech) in improving financial inclusion and supporting
the sustainable growth of Micro, Small, and Medium Enterprises (MSMEs) in Coimbatore district. MSMEs play a
crucial role in economic development through employment generation, innovation, and regional industrial
growth; however, they often face challenges in accessing formal financial services. The research explores how
FinTech solutions such as digital payments, mobile banking, online lending platforms, and automated financial
tools help overcome financing barriers and enhance operational efficiency. Primary data collected from MSME
respondents were analyzed using statistical techniques to understand the relationship between FinTech
adoption, financial accessibility, and business performance. The research examines how digital financial tools
mobile banking, online lending, payment platforms, and electronic wallets are influencing the way small
businesses access capital, manage money, and make operational decisions.The findings indicate that increased
digital adoption improves financial transparency, credit accessibility, and business sustainability. The study
highlights the importance of digital literacy, infrastructure, and policy support in maximizing FinTech benefits
and promoting inclusive and long-term MSME development.

Keywords: Financial Technology, Fintech Solutions , Msmes Growth, Sustainable Development, Digital
Literacy.

I. INTRODUCTION

Financial inclusion is considered a key foundation for achieving equitable and sustainable economic
development. It ensures the availability of affordable, accessible, and timely financial services such as credit,
savings, payments, insurance, and investment opportunities to all sections of society, particularly underserved
and marginalized groups. By enabling individuals and enterprises to actively participate in the formal financial
system, financial inclusion enhances asset creation, risk management capacity, and overall financial stability.
Access to reliable financial services empowers businesses to expand operations, encourage innovation,
generate employment opportunities, and contribute significantly to economic progress.

Small and medium enterprises understand this reality intimately. These businesses are woven into the fabric of
economies everywhere absorbing workers, circulating income through local communities, experimenting with
new ideas, and collectively contributing in ways that aggregate economic statistics rarely do justice to. In
developing economies particularly, they are often the primary engine of employment and regional
development. And yet, despite all of this, they remain among the most financially underserved participants in
the formal economy.The reasons for this are not mysterious. Banking systems built over decades around
particular assumptions that borrowers will have documented collateral, established credit histories, and the
administrative capacity to navigate complex application processes — were simply not designed with the small
business owner in mind. The consequences play out in familiar ways. Credit is denied or delayed. Borrowing
costs are prohibitive. Documentation requirements are overwhelming. Faced with these barriers, many small
enterprises do what they must they turn to informal lenders, family networks, and other sources of finance that
may be accessible in the short term but rarely support serious or sustainable growth.
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This is the landscape into which financial technology has arrived, and it has arrived with a genuinely different
approach. FinTech does not simply move old banking processes onto a screen. It rebuilds the underlying logic
of how financial services are designed and delivered. Artificial intelligence, big data analytics, blockchain
technology, cloud computing, and mobile platforms have together enabled a new generation of financial tools
that operate with far fewer of the traditional constraints. A business without a formal credit history can be
assessed through its real-time transaction behaviour. A payment that once required a branch visit can be
completed in seconds from a mobile phone. Capital that was previously accessible only through institutional
channels can now be reached through peer-to-peer platforms, digital wallets, and crowdfunding mechanisms
that connect borrowers and lenders in entirely new ways.

For small enterprises, the practical significance of these developments extends well beyond convenience. When
working capital is more accessible, businesses can operate with greater confidence and less financial anxiety.
When transactions are recorded digitally, financial management becomes more transparent and more
disciplined. When credit is assessed on the basis of actual business behaviour rather than collateral alone, more
enterprises gain a realistic path into the formal financial system. These shifts, taken together, create conditions
in which sustainable growth becomes genuinely more achievable.At the same time, honest engagement with
this subject requires acknowledging what can go wrong or fall short. Digital literacy levels vary enormously
among small business owners. Infrastructure — reliable internet connectivity, in particular — remains uneven
across geographies. Cybersecurity risks are real and growing. Regulatory frameworks have not always kept
pace with the speed of innovation. Whether FinTech delivers on its considerable promise depends significantly
on how well these surrounding conditions are addressed.

This study engages with all of these dimensions, grounded in the specific context of MSMEs operating in
Coimbatore district. Its aim is to produce evidence that is empirically solid and practically useful — helping
policymakers, financial institutions, and technology providers understand not just what FinTech can do in
theory, but what it is actually doing on the ground, and what still needs to change for its benefits to be felt more
widely and more equitably.

II. REVIEW OF LITERATURE

The study finds that FinTech solutions significantly improve financial inclusion among MSMEs by enhancing
access to digital payments, savings, and credit services. Strong technology infrastructure and supportive
regulatory environments are identified as key drivers Monica S & Mounica V (2025). FinTech improves SMEs’
credit accessibility, reduces borrowing costs, and enhances cash flow management Rahman & Hossain
(2020).Digital finance facilitates MSME inclusion in formal credit markets, reduces delays, and improves
business growth potential Singh & Sharma (2020). Mobile financial services increase sales, reduce informal
borrowing, and improve record-keeping among microenterprises Rahman et al (2022). Digital lending
increases access to funds, improves cash flow management, and accelerates business growth among MSMEs Ali
& Hussain (2021). FinTech adoption positively influences MSME performance through financial inclusion.
Perceived usefulness and ease of use improve inclusion levels, which subsequently enhance productivity
Usman M.H., & Muhammad S.M (2025). Mobile money adoption enhances SME financial inclusion by reducing
transaction costs and improving access to microloans Tan et al (2022). FinTech lending improves SME liquidity,
reduces financing constraints, and enhances operational performance Kim & Park (2022). FinTech platforms
substantially improve MSMEs’ access to formal credit in India by reducing borrowing costs, increasing
transparency, and improving repayment behavior, thereby lowering dependency on informal lenders and
strengthening financial inclusion Pradhan et al (2022). FinTech adoption and financial inclusion significantly
influence MSME financial behavior. FinTech acts as a mediator by transforming inclusive financial access into
responsible financial decision-making, improved budgeting, and disciplined borrowing Risman et al (2023).

IlI. METHODOLOGY
NEED FOR THE STUDY

This need for research shows that MSMEs in India are simultaneously the economy's greatest strength and its
most neglected constituency when it comes to financial services. They generate employment at a scale that
larger corporations cannot match, sustain regional economic activity, and keep supply chains functioning
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across industries. Yet their relationship with formal finance has historically been one of exclusion rather than
partnership. Collateral demands they cannot meet, loan timelines that outlast their cash flow needs, and
financial products designed without their realities in mind — these are not minor inconveniences. They are
structural barriers that have compelled generations of small business owners to depend on informal credit
markets, often at considerable personal and financial cost.

FinTech promises to change this dynamic. Digital lending, mobile payment systems, automated bookkeeping
tools, and alternative credit assessment methods all carry the potential to make formal financial services
genuinely accessible to businesses that traditional banking has repeatedly failed. But potential and reality are
different things. Without grounded, region-specific research, it is impossible to know whether these tools are
reaching the businesses that need them, whether adoption is translating into measurable improvement, and
what obstacles continue to stand in the way.

This is precisely the gap this study aims to fill. Coimbatore is not a peripheral case it is one of Tamil Nadu's
most industrially active cities, with a well-established MSME ecosystem and growing digital infrastructure. Yet
it has received remarkably little focused academic attention in the context of FinTech adoption and financial
inclusion. The research that does exist tends to speak in broad national terms or focus on urban metros,
offering limited guidance for the specific conditions, challenges, and opportunities present in tier-2 industrial
cities.

There is also a policy dimension to this need. Policymakers, financial institutions, and technology providers are
making decisions that will shape the digital financial landscape for years to come. Those decisions ought to be
informed by evidence drawn from the ground up from actual business owners navigating actual systems in
actual places. Without that evidence, strategies risk being well-intentioned but poorly targeted.

This study is therefore not simply an academic exercise. It is an attempt to generate the kind of honest, localised
understanding that can genuinely guide better decisions — for the enterprises trying to grow, for the
institutions trying to serve them, and for the policymakers trying to build an economy where no business is too
small to matter.

SCOPE OF THE STUDY

The range of FinTech tools examined reflects the diversity of what is actually available to and used by small
business owners today. Digital lending platforms, mobile payment applications, internet banking services,
digital wallets, and automated financial management systems all fall within the study's scope. The intention is
not simply to catalogue these tools but to understand how effectively they are working whether they are
genuinely improving access to formal financial services and, more importantly, whether that improved access is
translating into better business outcomes. Operational efficiency, financial transparency, profitability, and
growth potential all serve as meaningful markers against which FinTech's influence is assessed.

The research also takes seriously the question of what small businesses are moving away from. A key thread
running through the study is whether FinTech adoption is helping enterprises reduce their dependence on
informal and often exploitative financing arrangements, and whether it is strengthening their relationship with
formal financial institutions over time.

The analytical foundation rests on primary data gathered from 105 MSME owners and managers — individuals
with direct, lived experience of navigating financial systems in the region. This data was examined using a range
of statistical methods including percentage analysis, correlation, regression, and ANOVA, allowing the research
to move beyond surface observations toward meaningful pattern recognition. Contextual factors such as digital
awareness levels, familiarity with regulatory requirements, and the availability of technological infrastructure
were also brought into the analysis, recognising that adoption does not happen in a vacuum.

While the study's geographical boundary is Coimbatore district, its relevance extends further. The insights
generated here speak to the experience of tier-2 industrial cities across India — places where FinTech is
present and growing, but where the full story of its impact remains underexplored and underrepresented in
existing literature.
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The present study concentrates on evaluating the contribution of Financial Technology (FinTech) in improving
financial inclusion and supporting the sustainable development of Micro, Small, and Medium Enterprises
(MSMESs) located in Coimbatore district. The research encompasses MSMEs functioning across key sectors such
as manufacturing, textiles, trading, engineering, and service industries within the selected geographical area.

SIGNIFICANCE OF THE STUDY

At its core, this research matters because the businesses it focuses on matter. MSMEs are not a minor footnote
in the economic story of regions like Coimbatore they are central characters, generating livelihoods, sustaining
communities, and driving the kind of ground-level economic activity that broader growth figures rarely fully
capture. Understanding what helps these businesses thrive, and what holds them back, is therefore not an
abstract academic exercise. It has real consequences for real people.The particular significance of this study lies
in what it chooses to examine and where. By focusing specifically on how FinTech tools are reshaping financial
access for small enterprises including those operating in rural and less connected areas the research shines a
light on a transformation that is already underway but not yet fully understood. Digital lending platforms,
mobile payment systems, and online banking services are changing what is possible for small business owners.
This study helps explain how, and how much.

Equally important is what the research does not shy away from. Barriers to FinTech adoption are given as much
serious attention as its benefits. Cybersecurity risks, patchy infrastructure, regulatory complexity, and gaps in
digital and financial literacy are not treated as minor inconveniences but as genuine obstacles that shape
whether technology reaches the people who need it most. By examining these challenges honestly, the study
equips practitioners and decision-makers with a more grounded and realistic understanding of the landscape
they are working within.

For policymakers, the findings offer a practical foundation for designing interventions that go beyond surface-
level digitalisation drives. For financial institutions and FinTech providers, the research highlights where trust
is still being built and where collaboration could unlock far greater impact. For business owners themselves, it
validates the experiences of those navigating digital financial tools for the first time — acknowledging both the
genuine gains and the very real frustrations.

The study makes a contribution to a body of literature that has, until now, leaned heavily on national-level data
and metropolitan case studies. By generating localised, empirically grounded evidence from a tier-2 industrial
city, it fills a gap that researchers and policymakers working at the regional level have long felt. The argument it
ultimately advances is simple but consequential: that responsible, inclusive, and well-supported FinTech
adoption is not just good for individual businesses — it is an investment in the long-term health of the broader
economy.

OBJECTIVES OF THE STUDY
» To examine the role of Fintech in improving access to financial services for MSMEs .

» To analyze the impact of Fintech innovations such as digital lending, mobile payments, and online banking
on the financial performance and operational efficiency of MSMEs.

» To evaluate the contribution of Fintech towards promoting financial inclusion among small and medium
enterprises, especially in rural and underserved regions.

» To identify the key challenges and risks (such as cybersecurity, regulatory issues, and digital literacy) that
hinder MSMEs from adopting Fintech solutions effectively.

HYPOTHESIS

H, (Null Hypothesis): The null hypothesis, takes a sceptical stance. It proposes that whatever FinTech activity
is visible among MSMEs in Coimbatore, it has not produced any meaningful or measurable change in how these
businesses access financial services, manage their operations, or plan for the future. Under this view, digital
lending tools, mobile payment platforms, and online banking services may be present in the ecosystem, but
their presence has not translated into significantly better credit access, stronger cash flow management,
improved profitability, or more sustainable business outcomes.
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H, (Alternative Hypothesis): The alternative hypothesis challenges that position directly. It argues that
FinTech adoption is not a passive or neutral development, but one that carries genuine and positive
consequences for small enterprise growth. Specifically, it proposes that as MSMEs engage more actively with
digital financial tools — whether for borrowing, transacting, or managing money — they experience
measurable improvements across a range of important dimensions. Access to formal credit becomes less
difficult. Day-to-day financial management becomes more organised and reliable. Profitability improves. And
the business as a whole becomes better equipped to sustain itself and grow over time.

SOURCES OF DATA

PRIMARY DATA : The primary data for this study was gathered directly from the people who matter most to
this research — small business owners, entrepreneurs, and managers with firsthand experience of navigating
digital financial tools in their working lives. A structured questionnaire formed the backbone of data collection,
combining closed-ended questions with Likert-scale responses to capture attitudes and experiences around
FinTech usage, financial accessibility, operational efficiency, and adoption challenges. Respondents were drawn
from urban, semi-urban, and rural settings, ensuring a well-rounded and representative dataset. Beyond the
formal survey, direct conversations and informal interviews added a human layer to the numbers — revealing
practical realities, behavioural patterns, and ground-level frustrations that structured responses alone cannot
always capture. Observations in the field further enriched this understanding. Tools examined included mobile
payment applications, UPI services, digital wallets, internet banking, and digital lending platforms. Together,
these methods produced data that is both statistically reliable and meaningfully grounded in real business
experience.

SECONDARY DATA : Secondary data were collected from various reliable and authentic sources to support the
primary findings.

SAMPLING METHOD AND SIZE

This research is based on a sample size of 105 respondents, consisting of MSME owners, managers, and
entrepreneurs actively engaged in business operations. This sample is selected to ensure diverse
representation across sectors and regions, including urban, semi-urban, and rural areas. The size is considered
adequate for applying statistical tools such as correlation, regression, ANOVA, and chi-square analysis, enabling
meaningful interpretation of relationships between FinTech adoption and MSME financial performance,
operational efficiency, and financial inclusion. The sample supports reliability, analytical validity, and empirical
relevance of the research findings.

IV.  RESULTS AND DISCUSSION

The researcher used four important tools to analyze the data after entering, coding and grouping data
percentage analysis, ANOVA, Correlation and Regression analysis in this research work

Table 1. Demographic Profile of the Respondents

SN. GENDER FREQUENCY PERCENTAGE
1 Female 57 54.29%
2 Male 48 45.71%
Total 105 100%
AGE FREQUENCY PERCENTAGE
1 25-40 22 20.95%
2 41-60 3 2.86%
3 Below 25 80 76.19%
www.irjmets.com @International Research Journal of Modernization in Engineering, Technology and Science
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Total 105 100.00%
EDUCATION FREQUENCY PERCENTAGE
1 Graduate & Above 84 80.00%
2 Higher Secondary 20 19.05%
3 No formal education 1 0.95%
Total 105 100.00%
MONTHLY INCOME FREQUENCY PERCENTAGE
1 10001-20000 11 10.48%
2 20001-30000 19 18.10%
3 Above 30000 66 62.86%
4 Below 10000 9 8.57%
Total 105 100.00%
MARITAL STATUS FREQUENCY PERCENTAGE
1 Married 11 10.48%
2 Unmarried 94 89.52%
Total 105 100.00%
LEVEL OF EXPERIENCE FREQUENCY PERCENTAGE
1 Advanced 15 14.29%
2 Beginner 24 22.86%
Intermediate 66 62.86%
Total 105 100.00%

Source: Primary data

The demographic details of the respondents provide meaningful insights into the characteristics of MSME
participants included in the study. Out of 105 respondents, females account for 54.29%, slightly higher than
males at 45.71%, indicating notable female participation in MSME activities. A large majority of respondents
(76.19%) fall under the below-25 age category, showing that young individuals are actively engaged in business
operations and are more receptive to digital financial solutions. Educational qualifications reveal that 80% of
respondents are graduates or possess higher education, which supports better understanding and adoption of
FinTech services. Income analysis shows that most respondents (62.86%) earn above 30,000 per month,
reflecting stable earning capacity. The marital status distribution indicates that 89.52% are unmarried,
highlighting youth dominance in the sample. Regarding experience, 62.86% possess intermediate-level
experience, suggesting adequate practical exposure that may positively influence financial decision-making and
technology adoption among MSMEs.
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Table 2: The comparison of Monthly Household Income & Fintech increases access for rural MSMEs.

ANOVA
Source of Variation SS df MS F P-value F crit
Between Groups 0.804762 1 0.804762 | 0.690338 0.407002 3.886555
Within Groups 242.4762 208 1.165751
Total 243.281 209

The ANOVA results show that monthly household income does not have a statistically significant influence on
Fintech increasing access for rural MSMEs. The calculated F-value (0.690338) is lower than the critical F-value
(3.886555), and the p-value (0.407002) is greater than the 0.05 significance level. This indicates that variations
in household income levels do not significantly affect fintech accessibility among rural MSMEs. Hence, the null
hypothesis is accepted, suggesting that fintech services are accessible across different income groups,
promoting inclusive financial access regardless of income differences.

Table 3: The comparison of Family Members & Lack of digital skills limits Fintech use

ANOVA
‘S;;:lr:;oo: ss df MS F P-value F crit
Between Groups | 28.97143 1 | 2897143 | 33.84339 2.23E-08 3.886555
Within Groups | 178.0571 | 208 | 0.856044
Total 207.0286 | 209

The ANOVA results indicate that number of family members has a statistically significant relationship with lack
of digital skills limiting fintech usage. The calculated F-value (33.84339) is much higher than the critical F-value
(3.886555), and the p-value (2.23E-08) is far below the 0.05 significance level. This confirms that the model is
significant and the null hypothesis is rejected. It implies that family size influences digital skill availability,
where households with limited digital exposure may face greater challenges in adopting and effectively using
fintech services.

Table 4: The comparison of Online banking aids in financial tracking

ANOVA
DF SS MS F Significance F
Regression 1 38.08328 38.08328 35.87331 3.12E-08
Residual 103 109.3453 1.061605
Total 104 147.4286

(independent variable) & Mobile payments boost customer satisfaction (dependent variable)

The Regression analysis results indicate that online banking support in financial tracking has a significant
impact on mobile payments boosting customer satisfaction. The F-value of 35.87331 with a Significance F value
of 3.12E-08, which is far below the 0.05 significance level, confirms that the regression model is highly
statistically significant. This shows a strong relationship between effective financial tracking through online
banking and improved customer satisfaction via mobile payment services. Therefore, the null hypothesis is
rejected, proving that digital banking practices positively influence customer experience and satisfaction levels.
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Table 5: The comparison of Fintech makes financial services transparent (independent variable) & It reduces
reliance on unregulated lenders (dependent variable)

ANOVA
DF SS MS F Significance F
Regression 1 52.62996 52.62996 60.56628 5.75E-12
Residual 103 89.50337 0.868965
Total 104 142.1333

The regression analysis show that Fintech-driven transparency in financial services has a highly significant
influence on reducing MSMEs’ reliance on unregulated lenders. The obtained F-value of 60.56628 with a
Significance F value of 5.75E-12 is far below the 0.05 significance level, indicating strong statistical significance
of the regression model. This confirms that increased transparency through fintech platforms improves trust,
accessibility, and formal financial participation. Hence, the null hypothesis is rejected, proving that transparent
fintech services effectively encourage MSMEs to shift from informal lending sources to regulated financial
systems.

Table 6: The comparison of the comparison of Fintech makes loans easier to access for MSMEs, Digital
platforms save time in financial processes, Fintech platforms are easy to use, Fintech expands financing options
for MSMEs & Digital tools help manage cash flow better

Accessibility Efficiency Usability | Diversification | Optimization
Accessibility 1
Efficiency 0.484225 1
Usability 0.343056 0.608187 1
Diversification 0.302377 0.392558 0.572937 1
Optimization 0.369965 0.579791 0.583725 0.577004 1

The correlation matrix shows positive relationships among all variables, indicating that improvements in one
dimension of Fintech performance tend to enhance others. Efficiency strongly correlates with Usability (0.608)
and Optimization (0.580), suggesting operational improvements increase system effectiveness. Usability also
strongly relates to Diversification (0.573) and Optimization (0.584). Overall, moderate correlations indicate
interconnected yet distinct performance dimensions without multicollinearity concerns.

Table 7: The comparison of Fintech increases access for rural MSMEs, It bridges urban-rural financial gaps,
Digital services are affordable for small businesses, Fintech makes financial services transparent & Digital tools
help underserved businesses grow

Inclusion Equity Affordability | Transparency | Empowerment
Inclusion 1
Equity 0.601368 1
Affordability 0.631429 0.647461 1
Transparency 0.588799 0.646056 0.678816 1
Empowerment 0.546531 0.567087 0.555379 0.662719 1

The correlation matrix indicates strong positive relationships among all financial inclusion dimensions.
Affordability shows strong associations with Transparency (0.679) and Equity (0.647), suggesting cost
accessibility enhances fairness and openness. Empowerment strongly correlates with Transparency (0.663).
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Inclusion also relates moderately to all variables. Overall, the findings reveal that improving one inclusion
factor significantly strengthens others, promoting holistic financial development.

V. CONCLUSION

This Research set out to explore a question that matters deeply for economies like ours can financial technology
genuinely open doors for small businesses that have long been left out of the formal financial system based on
the evidence gathered the answer is a cautious but hopeful yes what emerged from the research is that fintech
is doing something more meaningful than simply digitizing old processes for msme tools like mobile payments
digital credit and online banking platforms are quietly changing what is possible making it easier to access
funds track spending reduce costs and operate with greater confidence these are not minor conveniences for a
small business owner who previously had no access to a bank loan or had to travel hours to complete a basic
transaction these changes can be genuinely life-altering the numbers told an interesting story too financial
inclusion it turns out is not a single switch you can flip affordability transparency and empowerment are deeply
intertwined when one improves the others tend to follow equally the barriers people face do not exist in
isolation digital illiteracy weak infrastructure regulatory confusion and perceived risk all feed into one another
making it harder for any single intervention to succeed on its own perhaps the most honest finding of the study
is this technology alone is not enough even the most well-designed platform struggles when the person using it
cannot read the instructions does not trust the system or simply has no reliable internet connection family
background and literacy levels showed a real influence on how readily people adopted digital financial tools a
reminder that human readiness matters just as much as technological capability the challenges identified
cybersecurity vulnerabilities complex regulations and uneven digital infrastructure are not reasons to slow
down but they are reasons to be thoughtful progress that reaches only those who are already advantaged is not
really progress at all ultimately fintech holds genuine promise for msmes and the communities that depend on
them but realising that promise will require more than good apps and fast servers it will take financial literacy
programmes sensible and adaptive regulation investment in rural connectivity and a genuine commitment
from both institutions and policymakers to ensure that no business is too small too remote or too unfamiliar
with technology to benefit when those pieces come together fintech stops being just a product and starts being
a pathway to something more equitable and enduring.
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