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In this new era with the Industrial revolution 5.0, the Importance of the Fintech industry (finance with 

technology) has risen in the growth of the Indian economy and on another side, the rise of an economy is 

strongly positively correlated with the strong growth of MSMEs. So, the objective of this paper is to find out the 

present status of MSMEs and fintech and their role, Importance and impact in the MSMEs sector as well as in 

the Indian economy. This paper used qualitative descriptive research methodology. Secondary data sources 

were discovered through literature reviews, which included working papers and published research from 

reputed organizations. The paper discovered that the existence of the fintech would effectively overcome 

several problems that are frequently faced by MSMEs related to microfinance, Payment and Insurance. Also, 

fintech helped to increase MSME's value and volume of transactions and penetration of service to mass people. 
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INTRODUCTION 

In today's 21st century, the technology works as an 

integral part of Human life to make an easy and 

smooth lifestyle. The interference of Technology 

increases day by day in every aspect of life. So, this 

interference of technology helps to increase the 

demand for the technology-based product. 

Technology not only impacts the consumer or 

demand side but also affected the producer or 

supply side to increase the finer quality-based 

productivity.  

MSMEs are the backbone and more flexible sector 

of the Indian economy. In the era of the last stage of 

industry revaluation 4.0 and the Initial stage of 

industry revolution 5.0, MSME rapidly adopted the 

day-to-day inferences of Fintech in their business 

which helps to increase productivity and smoother 

demand for their product. Finance plays a crucial 

part in the success of MSMEs without finance, the 

success of MSMEs can’t imagine and in this era, 

MSMEs assimilated finance with technology. And 

this assimilation of finance with technology knows 

as Fintech. Fintech consists of two words one is 

“finance” and another is “technology” so we can 

easily be defined it that a firm with new technology 

assimilated with existing and old financial methods 

in the providing of financial products for instance 

UPI (Unified Payment Interface)  payment system 

and application based finance instrument trading. In 

the last 15 years, fintech penetration in the 

economy increases very rapidly, especially 

demonization in 2016.  

In India, MSMEs are defined and categorised 

according to MSME Development Act 2006 with 

the 26 June 2020 Amendment (Government of 

India Gazette Notification S.O. 2119 (E) Dated 

June 26, 2020) 

MSME – Categorization: Investment & Annual Turnover 

Sector Micro Enterprise Small Enterprise Medium Enterprise 

Manufacturing & 

Services Sector, 

Both 

Investments less than Rs. 1 

Cr. & Turnover less than 

Rs. 5 Cr. 

Investments less than Rs. 10 

Cr. & Turnover less than Rs. 

50 Cr. 

Investments less than Rs. 

50 Cr. & Turnover less 

than Rs. 250 Cr. 

LITERATURE REVIEWS 

MSMEs work as a pillar of the economy, 

Therefore, utilising financial technology to provide 

better access to financial products will boost 

MSME financial knowledge capabilities. 

(Muhammad Zaky and Dendi Zainuddin Hamidi, 

2022) 

Since literacy is important for assessing the efficacy 

of prior actions and is utilised to influence the 

present situation, financial literacy demonstrated a 

https://creativecommons.org/licenses/by/4.0/
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close association with the performance of a firm. 

(Chepngetich, November 2016) 

The RBI estimates that India's total commercial 

lending was $919.1 bn (June 2020). Only 25.3% 

($232 bn) of the total lending went to MSMEs. 

(RBI Report)  

The estimated debt requirement for MSMEs is 

approximately $219 bn, which is more than the 

availability of finance from the formal industry. 

Due to their limited size and not having recognized 

collateral banks reluctant to lend to MSMEs. To 

fulfil this credit gap FinTech can play a pivotal role. 

(EY India, September, 2021) 

The majority (about 75%) of fintech focuses on 

retail banking, payment systems & wealth 

management for MSMEs. (ASSOCHAM, October 

2018)  

Fintech may assist MSMEs in quickly raising 

finance for their operations and also aid in 

improving customer experience, information 

exchange, etc. (Syed Abdullah Ashraf, Rahul 

Kumar, 2021) 

The fintech industry easily solves all the obstacles 

faced by MSMEs and can tackle all sectors of 

business. Through an e-wallet, peer-to-peer lending, 

and equity crowdfunding, they act as an agent in the 

growth of MSMEs. (Suryanto, Rusdin, R. Meisa 

Dai, 2020 Vol: 19 Issue: 5) 

 

OBJECTIVE 

▪ To find out the Present status of MSMEs and 

Fintech in the Indian Economy 

▪ To assess the impact of fintech on the expansion 

of MSMEs 

METHODOLOGY 

To address the objectives of this research paper, we 

adopted the qualitative method conducted by 

observing and analysing already present 

information. This study employs a descriptive 

research design with secondary data to comprehend 

how fintech affects MSMEs. Data was collected 

from various reputed journals, newspapers, working 

papers published by reputed organizations and 

government official reports etc.  

ANALYSIS 

Present Status of MSMEs And Fintech in The 

Indian Economy 

After the new Economics policy in 1991, MSMEs 

increase very rapidly according to the NSSO 73rd 

Round survey India has the largest base of MSMEs 

with 63.4 million units with more than 7500 

products in the world, after China. Indian MSMEs 

employ more than 110 million people (Government 

of India, 2022). Over 90% of MSMEs constitute out 

of total business (Biswas, 2015). In 2020, 95% of 

MSMEs exist out of total business. Below are some 

data which detailed the presence of MSMEs in the 

Indian Economy. 

Estimated MSMEs 

Sector Number of Entities (In lakhs) Share (%) 

Rural Urban Total 

Manufacturing 114.14 82.50 196.65 31 

Trade 108.71 121.64 230.35 36 

Other Services 102.03 104.86 206.88 33 

All 324.88 (51%) 309.00 (49%) 633.88 100 

Source:  MSME Annual Report 2021-22 (GOI) 

 
Employment in the MSMEs  

Sector Employment (In lakh) Share (%) 

Manufacturing 360.41 32 

Trade 387.18 35 

Other Services 362.29 33 

All 1109.89 100 

Source:  MSME Annual Report 2021-22 (GOI) 

MSMEs contributed a total of 60-70 per cent of 

total employment and their contribution to GDP 

also is the highest among all other sectors. The 

share of MSMEs Manufacturing out of total 

Manufacturing in 2020-21 was around 36%. Its 

Share in export is 45.03+ per cent of total exports 

(2021-22). 

MSMEs in total GDP (%) 

 2018-2019 2019-2020 2020-2021 

MSME GVA as a percentage of Indian GDP 30.5 30.5 26.8 

Source:  PIB News (Ministry of Statistics and Programme Implementation) 
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Export by MSME (%) 

 2019-20 2020-21 2021-22 

MSMEs share out of the total export  49.77 49.35 45.03 

Source:  PIB News (Directorate General of Commercial Intelligence & Statistics) 

One of the key and important trends in the 

traditional financial sector over the past two 

decades has been the widespread integration of 

technology with traditional finance. India become 

the world’s third largest and Asia’s top FinTech 

market hub, After facing deep penetration of the 

internet India is experiencing the ‘FinTech Boom’. 

Technology enhanced the variety of financial 

services in day-to-day work life for instance Mobile 

payments like UPI, Peer-to-peer lending, 

investment advice, insurance aggregators, and a few 

more businesses. (Department of Economic Affairs, 

2019). With the importance of fintech in this new 

era, the Government took some initiatives to 

improve digital infrastructure through various 

schemes like financial literacy, E-Rupi and Jana 

Dhan Yojana which helps not only to increase 

financial inclusion but helps to fintech start-ups to 

penetrate their financial service to mass people and 

remote area. India is the pioneer with 7460+ 

FinTech start-ups with many of the start-ups having 

unicorn status. (EY India, September, 2021) (BCG 

and Matrix India, August, 2022). India recorded the 

most real-time transactions in absolute terms, 48 

billion, according to the government's official 

website. This is 6.5 times more than the total 

volume of the world's top economies, including the 

United States, Canada, the UK, France and 

Germany in 2021. The below data showed the 

present status, Importance and growth of Fintech. 
FinTech Strength 

 USA  UK India China  

Number of FinTech (as of 2022) 22290 8870 7460 2530 

*CAGR of Number of FinTech (2019-22) (%)  16 15 20 10 

Source:  BCG and Matrix India Report (2022) 

* Compound annual growth rate 

Significant strides in UPI (2021-22) 

UPI Transaction value  800+ billion Dollar  

UPI Transaction Volume  35+ billion Dollar 

UPI Transactions Value growth 97% 

Source:  BCG and Matrix India Report (2022) 

Significant space in the Global Fintech 

 US UK China  India India has a 

14% share of 

Global 

funding  

Funding ($) (Jan 2017-Jul 2022) 129 billion 40 

billion 

37 billion 29 billion 

Listed Fintech (as on Jul 22) 174 52 60 37 

Unicorns (as on Jul 22) 172 30 36 23 

Categorisation of Indian Fintech According to valuation 

 2020 2022 

Decacorn (>10 billion Dollars) 1 1 

Unicorn (1-10 billion Dollars) 7 22 

Soonicorn (0.5-1 billion Dollars) 5 12 

Century Club Fintech (100-500 million Dollars) 39 41 

Minicorn (1-100 million Dollars) 200 380 

 

 
Source:  BCG and Matrix India Report (2022) 

Source:  BCG and Matrix India Report (2022) 
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Lending Techs Pay Techs Wealth Techs 

New to Credit Client  Market share in UPIs transaction 

value 

Market share of clients who use active 

broking 

36 % (FinTech) 93 % (FinTech) 80 % (FinTech broking) 

22 % (Banks) 7 % (Banks) 20 % (Traditional broking) 

Source:  BCG and Matrix India Report (2022) 

The above discussion and data trend clearly showed 

that in the last decade, Fintech's significance 

increase very rapidly.  

ROLE OF FINTECH ON THE GROWTH OF 

MSMES 

By offering flexible products and improved 

solutions to solve problems, fintech plays a 

significant role in boosting access to finance and 

encouraging the expansion of MSMEs. This fintech 

builds a foundation that includes digital identity 

verification to make it easier, cooperative customer 

due diligence, data sharing, and payment schemes 

that can accelerate the MSMEs business. It also 

increases customer experience and makes financial 

services more affordable and accessible. Employing 

fintech by MSMEs makes it easier to record 

financial transactions through various applications 

like Khatabook, UPI based Apps. Some Fintech 

apps automatically recorded financial transactions 

and give sales information on a weekly or monthly 

basis to help MSME players to better understand 

their company performance. The consumer also 

experienced a smoother way to deal with fintech-

enabled firms because it makes easier payment 

gateways for the consumer to make transactions 

without their physical presence in front of the seller 

which is more convenient, transparent, accessible 

and easy to use and empowers customers. 

Additionally, the FinTech sector offers distinctive 

and cutting-edge methods for evaluating risks by 

utilising big data, machine learning, and the 

development of credit ratings for clients with little 

to no credit history. which is helpful for businesses 

to penetrate service to pan India.  

As we all know, the main threat to the survival of 

MSMEs is a lack of cash because the majority of 

MSMEs are underserved or unserved by traditional 

financial institutions. Fintech not only makes 

business easier but also offers capital. MSMEs 

made up a pitiful 6 per cent of the banks' total 

outstanding non-food loans in 2017–18. 

(Department of Economic Affairs, 2019). To 

resolve this fintech like Lendingkart and Flexiloans, 

KredX and C2FO etc. targeted unserved sections 

and provided easier and quicker access to loans, 

Peer-to-peer lending and crowdfunding which helps 

MSMEs to evade the time-consuming and difficult 

procedure of paperwork, documentation, and 

repeated bank visits. Below are the various types of 

digital loans provided by Fintech  

Different types of digital loans offered to MSMEs 

Loan Type  Credit Range Interest Rate Collateral  Repayment Tenure 

(Months) 

Business Loan  25000 – 5 Cr 12% - 28% Secured & 

Unsecured 

1 – 48 

MSME Loans 2 Lakhs – 5 Cr 15% - 27% Secured & 

Unsecured 

1 – 84 

Working Capital  50000 – 2 Cr 15% - 28% Secured & 

Unsecured  

1 – 60 

Term Loan 50000 – 5 Lakhs 18% onwards Unsecured 1 – 48 

Supply Chain Finance  10 Lakhs – 5 Cr NA  Secured 1 – 4 

Merchant Cash Advance  1 Lakhs – Cr Around 18% Unsecured 6 – 36 

Purchase Finance 5 Lakhs – 75 Lakhs NA NA 18 – 36 

Equipment Financing  50000 – 30 Lakhs 16 – 28% NA 24 – 84 

Source: Dvara Research Work (Stanley, November 2020) 

Other than lending, Fintech also provides facilities 

to MSMEs for payment between B2B, B2C, and 

C2C via electronic payments, including mobile 

payment platforms, UPI, POS Payment etc. These 

are the few fintech players who are prominent in 

this field like RazorPay, BharatPe etc. In the 

Insurance sector, Fintech companies like 

SecureNow, which offers group health, fire 

insurance, and officers liability insurance, among 

other things, offer company insurance options. 

According to Crisil's report adoption of digital 

payment impacted positively MSMEs with the 

growth of 47% micro-enterprises and 53% Small 

and medium enterprises. Due to the strong fintech 

infrastructure, large UPI base and easy online 

payment MSMEs faced a big jump in their sell to 
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all over India. According to ICRIER Report 

MSMEs sold 64% of their product online (Tanu M. 

Goyal, Prateek Kukreja, Mansi Kedia, 2022). The 

trends that provided the UPI ecosystem's foundation 

are listed below (Digital payment). 

 
Source: PIB Press Release 

Hence the above trend and growth data of Fintech 

and MSMEs clearly showed a positive correlation 

with each other. So, we find out that the fintech 

from the 2nd decade of the 21st century worked as 

positive externalities not in the favour of the growth 

of the MSMEs but also for the Indian economic 

growth.    

CONCLUSION 

The above discussion proved that nowadays fintech 

and MSMEs complement the growth of each other. 

From the 2nd decade of the 21st century fintech 

intervention in the MSMEs showed exponential 

growth. The government also set up infra in the 

favour of stronger fintech collaboration with 

MSMEs through the digital India movement under 

this government launched various digital base 

setups like UPI, Aadhar Cadre link, Udyog Aadhar 

Memorandum (UAM) etc. Here, we should not 

forget the important role of the private sector, 

especially after the Internet revolution by the 

private telecom industry which helps directly and 

indirectly in the favour of MSMEs and fintech to 

improve trade and transactions and this impacted 

heavily the Indian economy. Demonetization and 

Covid 19 pandemic positively push towards digital 

adoption and acceptability. The above effort of 

government and innovation by private in fintech 

push up many private players to provide a one-stop 

shop to meet all demands of MSME. Fintech 

growth and their collaboration with MSMEs saved 

many enterprises to become defaulting during the 

Covid pandemic.  

In the growth of developing countries like India, 

MSMEs play a crucial role to achieve a higher 

growth rate and reduce regional and digital 

inequalities. So, we have to encourage MSMEs to 

adopt fintech innovation. And stakeholders should 

ensure the strength and innovation in fintech 

industries.  

CHALLENGES AND RECOMMENDATION 

Definitely from the 2nd decade of the 21st century, 

Indian fintech achieved exponential growth, 

especially after the adoption of the Aadhar card by 

the government and the Internet revolution. But still 

have to cover a longer mile because many MSMEs 

are not able to taste this fintech revolution still 

India has more potential to increase the growth of 

the Fintech Industry, MSMEs. And to achieve more 

growth in this sector India should remove 

challenges. Below are a few challenges and 

recommendations to get higher growth.  

▪ Fintech literacy: - As we know that all MSMEs 

and individuals are not familiar with technology 

and also India has large inequalities in terms of 
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Financial and technological literacy. So, the 

government should accept these challenges and 

should insure to fill these digital inequalities 

gaps.  

▪ Digital & Physical Infrastructure: - Due to a 

capacity and trust imbalance as well as a lack of 

digital and physical infrastructure makes it more 

comfortable to use manual transactions and this 

becomes an obstacle to boosting digital 

payments adoption (Ratnawati, 2021). Notably, 

the Government doing good work to make 

Digitalization of India and they acknowledge 

their need and support for MSMEs. However, 

the Government should move more 

aggressively to resolve all obstacles as soon as 

possible.  

▪ Credit risk, Blockchain technology and Finance: 

- MSMSEs majorly face access to credit due 

they have less credible collateral and also, they 

are more informal. Therefore, to resolve this 

fintech industry should diversify the parameters 

to check the credit scoring of potential 

borrowers because in this era data like 

demographic, geographic, financial and social 

information is easily available. And this 

diversification helps MSMEs to access credit 

easier and to reduce the credit risk, cost, timing, 

fraud, duplication and scattered information 

fintech should use online underwriting 

processes, automation statistical modelling 

software and Blockchain technology. 

▪ Regulation: - Many MSMEs faced financial 

fraud by fintech company so government should 

make more Broder and more inclusive law and 

regulation like strong cyber law and digital law 

etc. if government come up with strong law and 

regulation this will help to build strong trust 

among MSMEs to adopt digitalization and do 

work with fintech. 

▪ Government interventions, Innovation and 

incentivizing: - To improve more penetration of 

fintech and digitalization, the government 

should provide an incentive to MSMEs for 

adopting fintech solutions and also government 

should provide fintech and digital financing 

training, set up digital infrastructure to MSMEs. 

And the other side government should also do 

more innovation in this field and integrate this 

innovation with MSMEs. 

REFERENCES 

1. ASSOCHAM. (October 2018). Innovative 

Financial Solutions for MSMEs. New Delhi: 

ASSOCHAM and Resurgent Agent. 

2. BCG and Matrix India. (August 2022). State of 

The Fintech Union 2022. BGC and Matrix 

Partners India. 

3. Biswas, M. A. (2015). Opportunities and 

Constraints for Indian MSMEs. International 

Journal of Research (IJR, 2(1). 

4. Chepngetich, P. (November 2016). Effect of 

Financial Literacy and Performance SMEs. 

Evidence from Kenya. American Based 

Research Journal. 

5. Department of Economic Affairs, G. (2019). 

Steering Committee on Fintech Related Issues. 

New Delhi: Ministry of Finance (GOI). 

6. EY India, R. (September 2021). The winds of 

change Trends shaping India’s. EY India. 

7. Ministry of Micro, Small and Medium 

Enterprises. (2020-21, 2021-22). Annual 

Report. New Delhi: Government of India. 

8. MSMEs, M. o. (2022). Annual Report 2022. 

New Delhi: Government of India. 

9. Muhammad Zaky and Dendi Zainuddin 

Hamidi. (2022). The Role of Financial 

Technology in Improving Financial Literacy 

for MSME Actors. International Conference 

on Education and Social Science Research. 

10. Ratnawati. (2021). FinTech's Role in 

Improving MSME Performance: Financial 

Literation and Behavior Intention. Advances in 

Economics, Business and Management 

Research, volume 193. 

11. Stanley, S. (November 2020). State of Digital 

Lending towards MSMEs in India. Dvara 

Research. 

12. Suryanto, Rusdin, R. Meisa Dai. (2020 Vol: 19 

Issue: 5). Fintech as a Catalyst for Growth of 

Micro, Small and Medium Enterprises in 

Indonesia. Academy of Strategic Management 

Journal. 

13. Syed Abdullah Ashraf, Rahul Kumar. (2021). 

Examining the impact of FinTechs in 

extending capital access to MSMEs. 

International Conference on Information 

Resources Management (CONFIRM). AIS 

Electronic Library (AISeL). 

14. Tanu M. Goyal, Prateek Kukreja, Mansi Kedia. 

(2022). MSMEs Go Digital Leveraging 

Technology to Sustain during the Covid-19 



©Rajasthali Journal                                                                                                                                                    ISSN 2583-1720 

 

https://www.rajasthali.marudharacollege.ac.in           Volume 2, Issue 2, Jan - March 2023                                                          78                                                           

15. Crisis. New Delhi: India Council for Research 

on International Economic Relations. 

16. Government of India Gazette Notification S.O. 

2119  (E) dated June 26, 2020. (2020, June 26). 

https://rbidocs.rbi.org.in/rdocs/content/pdfs/Ind

ianGazzate02072020.pdf

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://rbidocs.rbi.org.in/rdocs/content/pdfs/IndianGazzate02072020.pdf
https://rbidocs.rbi.org.in/rdocs/content/pdfs/IndianGazzate02072020.pdf

