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ABSTRACT

In times of uncertainty and disasters, access to sufficient financial services is considered a major obstacle for
communities. By utilizing technical advancements in the finance sector, such as mobile banking and digital currency
transfers, in conjunction with legal frameworks and backing from the government, financial services might be made
available to individuals who do not currently have access to basic financial needs. Fintech (financial technology)
appears to play a key role in improving India's financial inclusion in many ways. The objective of this study is to
give a conceptual understanding of how FinTech promotes financial inclusion in the post-pandemic environment of
India. It identifies important regulatory measures that are necessary to achieve this objective successfully. This
study employs a descriptive research methodology, utilizing secondary data from credible academic publications,
sessions from respected associations, and reports from trustworthy government sources. The dataset includes
information on digital transactions, technology use in the Indian banking sector, and FinTech's impact on financial
inclusion post-COVID-19. The study also provides a brief overview of future directions for improving India's
FinTech scene. Essentially, the study concludes that post-pandemic FinTech development and transformation will
benefit the economy and affect all users.
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INTRODUCTION services for those traditionally underserved (Sahay et
al., 2020). Within this landscape, FinTech companies
stand out as catalysts, utilizing technological
innovations to mnot only enhance operational
efficiency but also to widen access within the finance
sector. The burgeoning growth of these entities in
recent years has attracted substantial attention from
investors. Collaborations  between  FinTech
companies and traditional financial institutions,
especially in economies like India, hold the promise
N . X : of significant benefits. By tapping into payment
significantly enhance  financial inclusion. ~ The records and ancillary data, these collaborations can
overarching goal of inclusive growth facilitated by offer valuable insights into the creditworthiness of

FinTech is to foster broad-b.ased prosperity, curtgil individuals and entities (India FinTech Report, 2019).
transaction costs, and amplify access to financial

The fusion of technology and finance, encapsulated
in the term Financial Technology (FinTech), signifies
a realm of "technology-enabled financial innovation."
This synergy gives rise to novel business
applications, models, and processes, wielding a
substantial impact on financial markets and services
(Schueffel, 2016). Particularly in developing
countries like India, FinTech emerges as a potent
force, leveraging technology in innovative ways to
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In the domain of credit scoring models, FinTech
lenders exhibit two distinctive features compared to
traditional lenders. Firstly, their adept use of
technology enables them to amass a more extensive
set of data, including information gleaned from social
media platforms (Gabor & Brooks, 2017). Secondly,
the incorporation of machine learning techniques
enhances their ability to extract non-linear
information from various variables (Huang et al.,
2022). In a dynamically evolving technological
landscape, there is an escalating need to address the
financial needs of the underserved segments of Indian
society. FinTech plays a pivotal role in bridging this
gap by introducing innovative value propositions,
such as flexible products and more efficient solutions
tailored to the financial challenges faced by low-

income customers. Notably, according to Ernst &
Young's Global FinTech Adoption Index 2019, India,
alongside China, emerged as a leader among
emerging markets with an 87% FinTech adoption
rate. This high adoption rate can be attributed to
factors such as easier access to innovative products,
enhanced features, superior service quality, and
competitive rates or fees (Siddiqui & Siddiqui, 2020).
As technological innovation continues to reshape the
landscape of financial services, it becomes imperative
to comprehend the far-reaching implications and
effects on economic growth and financial inclusion.
India, as a prominent developing nation, actively
embraces FinTech to bolster these aspects while also
addressing potential risks associated with such
transformative innovations.

COMNSUMER FINTECH ADOPTION ACEROSS
LEADING MARKETS
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Figure 1: Consumer FinTech adoption percentages across ten leading markets, sourced from EY Global
FinTech Adoption Index 2023.
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Figure 2: Key trends in financial technologies, Source: Literature review

REVIEW OF LITERATURE
FinTech, rooted in technology-driven financial
solutions, disrupts traditional financial institutions

(Puschmann, 2017). The global post-pandemic
landscape, particularly in India, witnesses an
escalated demand for accessible banking and allied
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financial services, ensuring convenience, safety, and
cost-effectiveness in transactions (Nawayseh, 2020).
In response to this demand, the Reserve Bank of
India (RBI) defines Financial Inclusion as the process
of providing access to suitable financial products and
services for all sections of society, focusing on
vulnerable groups like weaker sections and low-
income groups, at an affordable cost and fairly and
transparently ~ through  regulated  mainstream
institutional players.

With an intensified focus on digital transactions and
financial inclusion, the Government of India aims to
enhance the nation's GDP, especially in the post-
pandemic era, with FinTech serving as a driving
force (Mansour, 2021). Research indicates a stronger
inclination toward digital payment methods in low
and lower-middle-income countries post-pandemic,
potentially diverting financial information flows
away from traditional financial infrastructure and
institutions (Guzman et al., 2018).

As digital alternatives like the Internet and mobile
banking replace traditional bank branches, users
increasingly appreciate the simplicity of transactions,
challenging the complex payment.

structures of brick-and-mortar financial institutions.
FinTech revolutionizes financial delivery,
introducing a new wave of independence and user-
friendly experiences to traditional financial market
constructions (Hedman & Henningsson, 2012). A
PwC report from 2020 reveals that over 82% of
traditional financial institutions express a desire to
forge partnerships with FinTech companies in the
post-Covid period in India.

In the aftermath of the pandemic, developing nations
like India are embracing technological advancements
in the financial sector while discarding outdated
technological frameworks (Gupta et al., 2021). Social
bonding, prioritized over physical bonding during the
pandemic, finds expression in FinTech-enabled
crowdfunding platforms that seamlessly bridge the
information gap between lenders and borrowers
(Robin et al., 2022). Online banking gains traction
post-Covid, with APIs gaining prominence in
financial discussions due to their potential to generate
personalized customer-centric experiences. These
experiences become increasingly vital as India
navigates its recovery from the pandemic's adverse
effects (Rahman et al., 2020). The diverse body of
literature focusing on FinTech and its role in
advancing financial inclusion in the post-pandemic
Indian context encompasses a range of research
studies. For instance, Moyano et al. (2022) have
delved into the adoption intention of FinTech
services and the gender perspective in social
protection and health policies during the COVID-19
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pandemic, providing insights into the potential of
technology to enhance financial services and
underscoring the significance of incorporating gender
perspectives in post-pandemic policy frameworks.
Moreover, research by Ali et al. (2022) and Ozili
(2022) has explored global research trends related to
microfinance institutions and the impact of central
bank digital currencies (CBDC) on financial
inclusion and stability. These studies offer valuable
insights into potential research agendas and the
implications of CBDC, FinTech, and cryptocurrency
for fostering financial inclusion and stability.
Additionally, Sandhu (2023) and Datta (2023) have
scrutinized the potential of FinTech innovation for
financial inclusion in India and the regulatory
initiatives facilitating the acceleration of financial
inclusion in the post-pandemic landscape. These
studies illuminate the transformative potential of
FinTech and underscore the critical role of regulatory
initiatives in ensuring its successful implementation.
The literature also encompasses works such as those
by Dewi & Adinugraha (2023) and Candy et al.
(2022), delving into the role of Sharia FinTech in
improving halal financial inclusion in MSMEs in
Indonesia and providing a conceptual overview of
FinTech in the time of COVID-19, respectively.
These studies offer insights into the intersection of
FinTech with Islamic finance and the repercussions
of the pandemic on the FinTech domain."

OBJECTIVES OF THE STUDY

1. Investigate FinTech's role in post-pandemic
financial inclusion in India.

2. Identify legislative requirements for
effective FinTech-driven financial inclusion.

3. Evaluate and enhance India's FinTech
landscape.

4. Analyse regulatory  challenges and

opportunities for FinTech
RESEARCH METHODOLOGY

Using secondary data from credible academic
publications, sessions from respectable associations,
and reports from trustworthy government sources,
this research paper employs a descriptive technique.
Data on digital transactions, technology use in the
Indian banking sector, and FinTech's effect on
financial inclusion after COVID-19 are all included
in the dataset.

OBSERVATIONS AND FINDINGS
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This section presents key observations and findings
on the transformative impact of FinTech in post-
pandemic India, based on a thorough examination of
empirical evidence from academic journals, respected
associations, governmental reports, and authoritative
proceedings.

Geographical and  Financial  Bottlenecks

Overcome

The IMF paper, "Fintech: The Experience so Far,"
highlights how FinTech addresses key challenges in
India, such as geographical barriers, financial
bottlenecks, and issues like high delivery costs,
information asymmetry, cuambersome documentation,
and lack of suitable products for lower-income
segments.

MSME Lending Landscape Transformation

A notable impact of India's FinTech revolution is
witnessed in the Micro, Small, and Medium
Enterprises (MSME) lending landscape. Smaller
enterprises are gaining access to credit through
innovative alternative lending platforms (Mittal et al.,
2022). McKinsey Global Institute recognizes the
significant potential of FinTech in creating a more
inclusive financial system, thereby contributing to the
economic growth of emerging economies like India.

National Strategy for Financial Inclusion

Aligned with the Reserve Bank of India's (RBI)
National Strategy for Financial Inclusion for India
2019-24, FinTech emerges as a key supporter. The
strategy envisions greater financial inclusion and
sustainable socio-economic growth by making formal
financial services '"accessible, affordable, and
available to all Indian citizens" in a secure and
resilient manner.

Post-Pandemic Financial Inclusion Landscape

In the post-pandemic era, the paradigm of financial
inclusion emphasizes the strategic application of
cutting-edge  technologies. FinTech leverages
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machine learning, data analytics, and alternative data
sources to enable individuals and institutions to
showcase  their  creditworthiness  efficiently.
Initiatives such as e-KYC and biometrics gain
prominence, facilitating the entry of the unbanked
population into formal banking activities.

AePS and Strengthened Banking Frameworks

The Aadhaar-enabled Payment System (AePS) stands
out as a testament to FinTech's impact, facilitating
rural residents in conducting streamlined and
convenient banking activities, including deposits,
withdrawals, and transfers. Collaborations between
banks, financial institutions, and FinTech entities are
pivotal in fortifying banking frameworks and
addressing gaps in MSME financing and consumer
lending.

Diversification into Investments and Insurance

Beyond traditional domains, FinTech's dynamic
nature propels its expansion into sectors such as
investments and insurance. Machine learning and
non-traditional data sources, as highlighted in a
working paper by the Bank for International
Settlements, contribute to a more accurate assessment
of credit risks. This, when combined with the
physical distribution and reach of traditional banks,
presents a synergistic advantage for the Indian
economy.

Continued Impact in the Post-COVID Period

Persistent growth in internet penetration and mobile
density post-COVID enables e-commerce and
smartphone-based supported by
collaborative efforts between banks and FinTech
players. This synergy utilizes vast data, reducing the
cost and effort in assessing creditworthiness for
individuals and MSMEs. In conclusion, FinTech's
adaptability and capacity to address challenges
position it as a transformative force in shaping a more
inclusive and resilient financial landscape in the post-
pandemic era.

services,
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Figure 3: Indian Fintech Market Size Source: Mordor Intelligence
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Figure 4: Drivers of Growth in the Indian Fintech Space, Source: Invest India

Utilizing open API platforins like Aadhar, UPL,
Bharat Bill Payments, and GSTN, collectively
known as India Stack, has played a crucial role n
fostering expansion within the FinTech industry.

The adoption of state-of-the-art business models,
driven by advanced technologies such as Artificial
Intelligence and Machine Learning, emerges as a
key force influencing the transformation of the
FinTech mdustry.

As India emerges as the world's second-largest
smartphone user and the second-largest market for
Internet users, the ongoing surge in internet and
smartphone adoption lays a solid groundwork for
the expansion of FinTech. Forecasts anticipate
reaching around 1 billion Internet users by 2026,
accompanied by a substantial 46% growth in
households equipped with internet connections.

India's demographic strength, with a youthful
population of 68%, primarily in the 20-59 age
group, drives the growth of the FinTech sector.
Anticipated additions of 140 million middle-
income and 21 million high-income households
by 2030 further contribute to the sector's
expansion.

Fueled by initatives like PMIDY, DAY-NRLM,
Direct Benefit Transfer, and Atal Pension Yojana,
FinTech plays a vital role in expanding digital
financial services, especially in rural areas,
contributing to a financial revolution.
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According to the national investment, promotion, and
facilitation agency, the Fintech sector in India has
become a significant player, securing a 14% share of
the global funding ecosystem. Positioned as the
second-highest contributor to deal volume, India
stands at the forefront of Fintech growth. Projections
suggest a vast market opportunity, estimating the
Fintech market to reach $2.1 trillion by 2030. In
2022, Indian Fintech startups emerged as the second-
most funded sector, successfully raising $5.65 billion.
Notably, the sector experienced a substantial increase
in institutional investors, nearly doubling from 535 in
2021 to 1019 in 2022.

Digital Payments Revolution

The digital payments landscape in India has
undergone remarkable transformations, with UPI
transactions witnessing an exponential rise. From a
mere 1 million transactions in 2016, UPI has soared
past the 10 billion transaction mark, achieving its
highest-ever volume in August 2023 at 10.58 billion
transactions. Forecasts predict a trajectory where
daily UPI transactions could reach 1 billion by 2025.
Digital payments saw a surge of 76% in transactions
and an impressive 91% increase in value in 2022. A
comprehensive survey covering 90,000 respondents
revealed that 42% have embraced digital payments.
The acceptance infrastructure for digital payments
has also expanded from 170 million to 260 million
touchpoints, indicating a robust 53% growth.
Regulatory Initiatives Shaping the Landscape

The regulatory landscape in India has been pivotal in
fostering Fintech growth. The India Stack, a set of
APIs, forms a cornerstone for digital initiatives,
providing a unique digital infrastructure. The JAM
Trinity, comprising Jan Dhan Yojana, Aadhaar, and
Mobile connectivity, plays a pivotal role in
enhancing financial inclusion. Noteworthy
achievements include Jan Dhan Yojana's enrollment
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of over 508.9 million beneficiaries, the creation of
1.3+ billion Aadhaar through the world's largest
biometric identification system, and India's position
as the second-highest smartphone user base globally.
The linkage of India's fast payment systems with
other countries is expanding the global footprint of
UPI and the RuPay network.

Financial Inclusion and Literacy Initiatives

India has witnessed a remarkable improvement in
financial inclusion, with the adult population holding
bank accounts increasing from 53% to 78% between
2014 and 2021. In tandem with this, initiatives like
the National Centre for Financial Education and the
expansion of Centers for Financial Literacy aim to
promote financial education across diverse sections
of the population.

Vision 2025 and Innovative Frameworks

The RBI's ambitious Payments Vision 2025 outlines
strategic goals, including a threefold increase in
digital payment transactions, a 50% CAGR growth in
the registered customer base for mobile-based
transactions, and a substantial enhancement of card
acceptance infrastructure to 25 million by 2025. The
introduction of UPI123Pay and UPI Lite extends UPI
accessibility to over 400 million feature phone
subscribers, facilitating low-value transactions
offline. The Account Aggregator Framework (AA)
represents an advanced system for sharing consent-
based financial information between providers and
users, with significant onboarding of banks and users,
furthering the reach of digital financial services.
Notably, the inclusion of GSTN as a Financial
Information Provider (FIP) holds promise for digital
invoice financing, providing crucial credit support to
the MSME sector.
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Figure 6: A timeline of significant FinTech-driven financial inclusion achievements in India (Source: The

Telegraph e-paper dated 15.05.2019)
Charting India’s Fintech Future

(i) Digital Onboarding and Financial Inclusion:
Digital onboarding, which catalyzes seamless
financial inclusion, is a pivotal aspect of the fintech
trajectory. A significant stride in this direction is the
establishment of a central KYC registry, with
approximately 100 million KYC records already
uploaded. It is right to focus on 'digital financial
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inclusion', in which financial services, including
payments, transfers, and savings, are efficiently
provided through digital channels.

(ii) Designing appropriate financial products:
Strengthening the fintech landscape in India involves
creating robust pathways for accessing financial
services platforms. It focuses on raising awareness
and designing financial products that are adapted to
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the specific needs of marginalised Indians. This
concerted effort is the cornerstone for achieving
financial inclusion objectives.

(iii) Removing the Gender Gap: Striving toward
financial inclusion and women empowerment
concurrently holds profound implications for India’s
socioeconomic fabric. Data, as per The World Bank
Global Findex 2017 Report, indicates a gender gap in
bank account ownership, with men holding a higher
likelihood of having a bank account. Fintech has
emerged as a key enabler for the empowerment of
women and offers tailored products and services
through digital devices. Efforts in this direction aim
to systematically diminish gender differences in
financial inclusion.

(iv) Inclusion of Merchants in the Digital Sphere:
Despite the vast number of merchants in India, only a
fraction engages in digital transactions, presenting a
substantial opportunity for expansion. Enhance
merchant acceptance through mobile payments, smart
point-of-sale terminals, and quick response (QR). In
addition to payments, it is crucial to extend allied
services, such as reconciliation, lending, and working
capital provision to merchants. To promote financial
inclusion nationwide by strengthening payment
acceptance infrastructure in remote areas with limited
digital transactions.

CONCLUSION

FinTech emerges as the primary driving force
propelling India's growth trajectory, offering a
substantial opportunity to elevate financial inclusion
within the nation. India's burgeoning status as a data-
rich country provides a foundation to harness the
synergy of data, technology, and consumer insights,
steering the vision of financial inclusion in the right
direction. The country's potential for further financial
inclusion initiatives through FinTech is substantial,
capitalizing on the pillars of digitalization and
infrastructure development (Dunaev, 2021).
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The surge in digital payments, spurred by the
government's push towards a "cash-less economy"
and subsequent COVID restrictions, demands a
strategic utilisation of FinTech's momentum not only
in traditional financial services but also in realms
such as insurance and wealth management. However,
realising the benefits of financial inclusion through
FinTech necessitates a prudent consideration of
potential risks. Critical aspects, such as enhancing the
digital literacy of all citizens to safeguard against

digital fraud in technology-based financial
transactions, require immediate attention.
Strengthening regulatory and supervisory

frameworks is paramount to enable technology to
usher in "a new financial system that is more
inclusive, cost-effective, and resilient" (Barik &
Sharma, 2019).

It is imperative to acknowledge that haphazard efforts
towards achieving universal financial inclusion in
India will fall short unless there is a collaborative
synergy between mainstream financial entities and
FinTech institutions. Systematic collaboration
catalysis the creation of inclusive solutions through
innovation. A Deloitte report from 2017, titled
'FinTech in India - Ready for Breakout,' accurately
predicted the transformative role of FinTech firms in
reshaping India's financial services landscape. This
prediction has rung even truer in the aftermath of the
global coronavirus pandemic, where India has
proactively embraced opportunities, leveraging
machine learning and big data to enhance the
penetration of financial services.

As India positions itself as one of the leading nations
aspiring for "universal financial inclusion" through
FinTech at affordable costs for the masses, the post-
COVID landscape stands as a defining moment. India
is poised to seize this opportunity to accelerate
financial inclusion, recognizing the need for
comprehensive strategies to ensure widespread access
to these transformative financial solutions.
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