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Abstract 

 

The rapid advancement of financial technology (FinTech) has transformed the landscape of micro, 

small, and medium enterprise (MSME) financing, particularly in emerging economies. Despite 

this growth, many MSMEs continue to face significant barriers in accessing formal financial 

services. This study conducts a structured literature review to explore the impact of FinTech on 

MSME financing accessibility, with a specific focus on Tangerang Regency, Indonesia. Utilizing 

peer-reviewed journal articles and empirical studies from global and regional contexts, the analysis 

identifies key mechanisms through which digital financial platforms facilitate credit access for 

underserved businesses. The findings reveal that FinTech enhances financial inclusion through 

alternative credit scoring, peer-to-peer lending, and mobile-based financial services. However, 

challenges such as digital literacy, regulatory uncertainty, and infrastructure limitations persist, 

particularly in semi-urban areas. The review also highlights that while FinTech reduces transaction 

costs and simplifies loan application processes, it does not fully eliminate systemic barriers for all 

MSMEs. By synthesizing current academic perspectives, the study offers insights into how local 

governments and FinTech providers can align strategies to improve financing equity. The results 

contribute to a nuanced understanding of the FinTech-MSME nexus in localized contexts. This 

paper thus serves as a foundational reference for policy development and future empirical research 

targeting inclusive financial ecosystems. 
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A. INTRODUCTION 

Access to finance is widely recognized as a crucial enabler for the growth and sustainability 

of micro, small, and medium enterprises (MSMEs) (World Bank, 2017). Empirical research 

indicates that improved access to credit significantly enhances firm performance by enabling 

investment in productive assets and innovation processes (Abedin Jimi, Nikolov, Malek, & 

Kumbhakar, 2020). In emerging economies, formal financial constraints frequently restrict 

MSMEs from scaling operations or entering new markets (ADB, 2024). A meta‐analysis across 

multiple developing countries found that easing credit barriers leads to measurable improvements 

in revenue, employment, and efficiency (World Bank, 2022). In Indonesia, approximately 60–70% 

of MSMEs remain unserved or underserved by formal financial institutions, underscoring 

persistent exclusion. Studies reveal that entry into formal credit channels increases the probability 

of firm survival and resilience during economic shocks (IMF, 2024). Alternative financing 

mechanisms such as microcredit and government‐backed schemes (e.g., KUR) have demonstrated 

success in bridging the formal credit gap for MSMEs (Reuters, 2024). Sector‐level analysis across 

ASEAN shows that financial deepening characterized by broader credit access correlates strongly 

with higher MSME productivity and GDP contributions (OECD/ERIA, 2018). Access to tailored 
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financial services, including credit and insurance, also supports MSME risk‐management 

capacities (UNDP, 2023). Evidence from Indonesia’s North Sumatra confirms that formal financial 

access significantly improves MSME welfare and business growth outcomes (Harahap, Lubis, 

Erlina, & Aritonang, 2024). Further, digital and fintech‐driven financial solutions have begun to 

complement traditional lending, expanding the reach of finance across remote regions (Tech for 

Good Institute, 2021). Nevertheless, infrastructure limitations and digital literacy remain 

significant obstacles to universal financial access (UNDP, 2023). The accumulated evidence 

highlights that financial access is not merely supportive, but essential for enabling innovation, 

resilience, and inclusive growth among MSMEs. Consequently, enhancing access to formal 

finance remains a strategic priority for policymakers seeking to promote economic inclusion and 

development. This reinforces the argument that without adequate financial integration, the 

transformative potential of MSMEs will remain constrained. 

The emergence of financial technology (FinTech) represents a transformative shift in the 

modern financial system, introducing innovative digital tools that streamline financial 

intermediation (Rundo, Zheng, & Osmani, 2024). Scholars highlight that FinTech platforms 

including mobile payments, peer-to-peer lending, and crowdfunding have redefined the delivery 

of financial services, enhancing convenience and cost efficiency (Bhattacharjee, Srivastava, 

Mishra, Adhav, & Singh, 2024). A systematic review found that FinTech adoption accelerates 

financial inclusion by lowering transaction costs and democratizing access to credit (Jin et al., 

2023). These alternative digital channels address the limitations of traditional banking, particularly 

for underserved SMEs lacking collateral or formal credit histories (Huang & Ouyang, 2024). 

Further, digital lenders use data-driven credit scoring models that leverage non-traditional datasets, 

enabling MSMEs to qualify for finance with minimal documentation (Lee, 2024). Studies across 

different economies confirm this: for example, Chinese MSMEs experienced improved credit 

outcomes after integrating with FinTech services (Chen & Guo, 2024). In Southeast Asia, FinTech-

driven solutions have outperformed conventional banks in reaching rural and semi-urban MSMEs 

(Rundo et al., 2024). Digital platforms also promote transparency, reducing information 

asymmetry between lenders and borrowers (Huang & Ouyang, 2024). The rapid expansion of 

FinTech introduces new risks, such as algorithmic bias, data privacy concerns, and potential over-

leverage (Lee, 2024). Regulatory uncertainty continues to challenge FinTech’s full potential, as 

many jurisdictions lack comprehensive frameworks for digital lenders (Bhattacharjee et al., 2024). 

Nonetheless, collaborative models between FinTech firms and banks have shown promise in many 

countries by combining agility with institutional trust (Jin et al., 2023). Importantly, these 

innovations help mitigate the persistent financing gap traditionally faced by MSMEs (Jin et al., 

2023). Yet digital literacy and lack of awareness among MSME owners limit effective adoption 

(Lee, 2024). The literature underscores FinTech’s capacity to serve as a viable alternative to 

traditional banking, supporting MSME finance through more inclusive and tailored solutions. 

Micro, small, and medium enterprises (MSMEs) frequently confront structural challenges 

when accessing financing through traditional banks, primarily due to stringent collateral 

requirements and inadequate financial documentation (IMF, 2024). Banks often demand high-

quality financial statements, but many MSMEs lack standardized accounting processes, rendering 

them ineligible for formal credit (Beck, 2010). Rigid collateral policies further disadvantage 

smaller firms that typically cannot pledge sufficient real assets, a challenge confirmed by recent 

multi-country surveys (SAGE, 2025). Studies indicate these constraints result in a substantial 

financing shortfall, exacerbating MSMEs’ inability to invest and expand (ScienceDirect, 2022). 

Market-level analyses show that financial institutions perceive enforcement difficulties and 
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valuation inconsistencies as key reasons for rejecting MSME loan proposals (Eur.nl, 2020). 

Additional systemic barriers include high transaction costs and inefficiencies in loan processing 

often deemed unprofitable by banks (ScienceDirect, 2022). The absence of robust credit history 

and credit bureau coverage compounds the risk perceptions of lenders, especially for young or 

unregistered enterprises (IMF, 2024). Geographic disparities in branch distribution leave rural and 

semi-urban MSMEs particularly underserved by traditional banking networks (JMSR, 2025). As a 

result many MSMEs resort to informal lenders despite high interest rates and suboptimal terms 

(ResearchGate India, 2023). In some economies, informal financing now comprises a significant 

portion of MSME credit a phenomenon driven by exclusion from formal channels (Eur.nl, 2020). 

Studies demonstrate that inflexible bank practices, such as uniform credit scoring, fail to 

accommodate the nuanced needs of heterogeneous MSMEs (Beck, 2010). The cumulative effect 

of these obstacles is a persistent, sizable financing gap that formal actors have yet to close (SME 

Finance Forum, 2020). Scholars argue that unless structural reforms such as collateral registries 

and streamlined documentation are implemented, MSMEs will continue to struggle within existing 

systems (ScienceDirect, 2022). Consequently, this structural deficit remains a primary barrier to 

MSME development and inclusive economic growth. 

Examining the context of Tangerang Regency is essential due to its rapidly evolving 

MSME landscape and unique economic dynamics (Budayastuti, 2020). This region has witnessed 

substantial expansion in MSME activities, making it an ideal setting for assessing FinTech's 

localized influence (Suryoni, 2024). FinTech literacy among MSME operators in Tangerang 

remains low, with many confusing digital payment tools with comprehensive financial services 

(Budayastuti, 2020). Empirical evidence from Ciledug area shows that while awareness is 

increasing, uptake of FinTech credit products remains constrained by distrust and high interest 

concerns (Budayastuti, 2020). Studies in Banten Province, which includes Tangerang, reveal that 

FinTech adoption positively correlates with MSME financial performance when accompanied by 

digital readiness (Antoni, 2024). Further, research indicates that MSMEs with proper digital 

infrastructure in Tangerang exhibit better integration with peer-to-peer lending platforms 

(Antoni, 2024). A mixed-methods investigation in South Tangerang shows that financial inclusion 

and FinTech usage together significantly enhance MSME profitability (Bachtiar, 2024). Never the 

less systemic challenges persist: inconsistent internet access and insufficient financial education 

hinder full FinTech uptake (Bachtiar, 2024). Comparative analyses with other Indonesian regions 

highlight that Tangerang’s semi-urban composition necessitates tailored FinTech solutions distinct 

from those in rural or urban areas (Antoni, 2024). Besides, local regulatory interventions and 

support mechanisms remain underdeveloped relative to central policy frameworks, creating a 

policy gap (Bachtiar, 2024). Platform-based case studies emphasize that Modalku and similar 

lenders have only achieved moderate penetration in Tangerang, despite national growth ambitions 

(Funding Societies, 2025). Surveys further underscore that MSMEs in Tangerang perceive digital 

finance tools as beneficial but complex, emphasizing the need for local capacity building 

(Budayastuti, 2020). Understanding Tangerang’s specific economic, infrastructural, and cultural 

context is crucial for evaluating FinTech’s potential in enhancing MSME financing. Conducting 

site-specific analysis enables more accurate policy and service design tailored to local needs. This 

localized perspective ultimately strengthens the broader empirical investigation into FinTech–

MSME interactions in semi-urban Indonesian settings. 

Despite growing interest in FinTech-driven MSME finance, existing literature reveals 

insufficient focus on region-specific empirical studies, particularly in semi-urban contexts such as 

Tangerang Regency (Rahman, 2023). Most FinTech impact studies concentrate on national-level 
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data or major urban centers, leaving a gap in understanding localized dynamics (Perez & Chen, 

2022). While national surveys show overall positive effects of peer-to-peer lending on MSME 

growth, insights into how these mechanisms operate in Tangerang’s heterogeneous districts are 

lacking (Rahman, 2023). The interplay between digital infrastructure availability and FinTech 

adoption has not been adequately examined in this semi-urban landscape (Sari & Parwita, 2021). 

There is also limited research exploring MSME perceptions of FinTech services versus traditional 

banking within these localities (Utami et al., 2022). A comparative study across multiple provinces 

highlighted that Tangerang’s distinctive regulatory environment and local government support 

mechanisms are not sufficiently represented in broader studies (Perez & Chen, 2022). Existing 

analyses rarely incorporate both supply-side characteristics (such as FinTech service design) and 

demand-side factors (MSME readiness and trust) in the same framework (Utami et al., 2022). 

Systematic reviews have pointed out the need for mixed-methods, context-specific investigations 

to capture the nuanced barriers and drivers in localized settings (Sari & Parwita, 2021). While 

FinTech literacy and financial inclusion have been studied in urban Indonesia, semi-urban 

readiness and policy implications remain understudied (Rahman, 2023). There is also a lack of 

longitudinal studies tracking how FinTech interventions affect MSME financing over time within 

Tangerang (Utami et al., 2022). Geographic segmentation differentiating among coastal, suburban, 

and peri-urban MSMEs has yet to be systematically explored (Sari & Parwita, 2021). Scholars call 

for empirical work that ties FinTech adoption to measurable economic performance within discrete 

regional contexts (Perez & Chen, 2022). Without addressing these gaps, policy recommendations 

risk being too generic or misaligned with local needs. This identifies a clear need for a focused 

literature review on FinTech’s impact on MSME financing within Tangerang Regency. Examining 

these localized dimensions would strongly contribute to both academic discourse and practical 

policy design. This study seeks to fill these research gaps by synthesizing relevant literature and 

mapping evidence specific to Tangerang’s semi-urban MSME ecosystem. 

This study aims to investigate how FinTech influences MSME financing access within the 

specific context of Tangerang Regency, filling a notable gap in existing research (Rahman, 2023). 

It seeks to synthesize empirical evidence on both demand-side factors such as MSME readiness, 

trust, and digital literacy and supply-side elements like FinTech platform functionality and 

regulatory alignment (Sari & Parwita, 2021). By adopting a structured literature review 

methodology, the research intends to provide a comprehensive map of FinTech–MSME dynamics 

pertinent to a semi-urban Indonesian setting (Utami, Nugroho, & Mahendra, 2022). Another 

objective is to compare outcomes and barriers observed in Tangerang with those documented in 

national-level and other regional studies, offering contextual nuance (Perez & Chen, 2022). The 

study also contributes to academic discourse by proposing a conceptual framework that integrates 

infrastructure readiness, regulatory environment, and digital adoption metrics tailored to local 

MSMEs (Bachtiar, 2024). It aspires to inform local policymakers and FinTech practitioners 

regarding targeted interventions that could enhance financial inclusion and firm performance 

(Antoni, Judijanto, & Supriadi, 2024). A key contribution is identifying success factors and 

bottlenecks in FinTech adoption, thereby assisting in evidence-based program design (Rahman, 

2023). The review will highlight structural and contextual prerequisites necessary for scaling 

FinTech solutions in semi-urban regions (Utami et al., 2022). The research also aims to recommend 

metrics for evaluating FinTech impact at sub-national levels (Sari & Parwita, 2021). Another 

scholarly contribution lies in emphasizing the hybrid role of digital literacy and governance in 

boosting MSME financing potential (Perez & Chen, 2022). The study’s insights could bridge the 

gap between theoretical propositions and real-world policy applications (Antoni et al., 2024). It 
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further seeks to lay a foundation for subsequent empirical investigations in Tangerang by 

identifying measurable variables and contextual indicators (Bachtiar, 2024). By integrating diverse 

facets of FinTech-MSME relations, the review enhances understanding of how digital finance 

operates in non-metropolitan settings (Utami et al., 2022). Ultimately, the study contributes to 

broader efforts aimed at fostering inclusive financial ecosystems through localized academic 

research (Sari & Parwita, 2021). The findings are expected to advance both the theoretical 

framework and practical guidelines for MSME financial inclusion in Indonesia and similar 

economies. 

 

B. METHOD 

This study adopts a structured literature review methodology to investigate the impact of 

financial technology on MSME financing accessibility in Tangerang Regency. The research 

process began by clearly defining the review objective, focusing specifically on the intersection of 

FinTech innovation and MSME credit access in semi-urban Indonesian settings. A conceptual 

framework was developed to guide the selection, evaluation, and synthesis of relevant studies. The 

review employed a systematic search strategy using academic databases such as Scopus, Web of 

Science, Google Scholar, and ScienceDirect. Keywords including “FinTech,” “MSME financing,” 

“financial inclusion,” “peer-to-peer lending,” and “Indonesia” were used in various combinations 

to retrieve relevant literature. The search was limited to peer-reviewed journal articles, conference 

papers, and institutional reports published within the last ten years to ensure relevance and 

currency. Grey literature such as working papers and government documents was also considered 

to capture contextual depth. Studies were included based on their empirical or conceptual 

contributions to understanding FinTech’s role in MSME finance. Articles that focused exclusively 

on consumer finance or non-relevant geographic regions were excluded. The selection process 

involved an initial screening of titles and abstracts, followed by full-text evaluations based on 

relevance and methodological rigor. Data extraction focused on author information, research 

objectives, methods, key findings, and contextual factors. Thematic coding was applied to organize 

findings into key categories such as digital credit platforms, MSME adoption behavior, regulatory 

influences, and technological barriers. To ensure consistency, each study was analyzed 

independently before being compared across themes. Descriptive mapping was utilized to identify 

research concentration areas and gaps. The analysis emphasized both supply-side (FinTech 

infrastructure, credit scoring models) and demand-side (MSME readiness, trust, and awareness) 

perspectives. Special attention was given to studies featuring sub-national analyses or semi-urban 

contexts relevant to Tangerang. A narrative synthesis was employed to integrate the findings into 

a coherent understanding of FinTech’s influence on MSME financing. Limitations in the reviewed 

studies were noted to inform future empirical inquiries. The structured approach allows for a 

comprehensive, context-specific exploration of the research question. This method supports the 

development of a localized conceptual model and actionable recommendations tailored to the 

Indonesian MSME ecosystem. 

 

C. RESULTS AND DISCUSSION 

Financial technology has demonstrably improved MSME access to financing by offering 

alternative credit mechanisms outside the traditional banking system. FinTech platforms enable 

faster and more flexible loan approval processes that do not rely on rigid collateral requirements. 

Digital lenders utilize innovative data sources such as transaction history, mobile usage, and 

behavioral patterns to assess creditworthiness. These mechanisms allow small businesses with 
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limited or no formal financial documentation to become eligible for financing. MSMEs in semi-

urban areas like Tangerang increasingly rely on digital microloans to support daily operations and 

business expansion. The convenience of mobile-based applications encourages broader 

participation in formal financial systems. Entrepreneurs gain access to real-time loan 

disbursements, which are crucial for managing short-term cash flow needs.  

FinTech services reduce the time, cost, and bureaucracy typically associated with 

conventional loan procedures. Many MSMEs find peer-to-peer lending platforms more 

approachable and responsive to their unique financing demands. These platforms also offer more 

personalized financial products, such as installment-based repayment structures. As a result, 

MSMEs experience greater autonomy in managing their financing cycles. Business owners 

perceive digital lenders as more inclusive and adaptive to informal business models. The 

availability of unsecured credit enhances financial confidence among previously excluded 

entrepreneurs. FinTech companies promote inclusive growth by targeting microenterprises that fall 

below traditional banks’ thresholds. The proliferation of alternative lending channels contributes 

directly to narrowing the MSME financing gap. FinTech has shifted the financing paradigm by 

decentralizing access and prioritizing accessibility, speed, and flexibility over bureaucracy and 

formality. 

Digital literacy and technological readiness among MSMEs play a decisive role in 

determining the success of FinTech adoption. MSME owners who possess basic digital skills tend 

to engage more confidently with mobile lending platforms and digital wallets. In contrast, limited 

understanding of digital tools discourages participation in financial technologies, even when 

access is readily available. Many MSMEs in Tangerang face challenges navigating FinTech 

interfaces due to low exposure to online financial ecosystems. Entrepreneurs who lack familiarity 

with digital platforms hesitate to input sensitive information or complete online loan applications. 

These barriers often result in missed financing opportunities, particularly among microenterprises 

operating in traditional sectors. Business owners without access to smartphones or stable internet 

connections cannot benefit from app-based credit services.  

The effectiveness of FinTech solutions depends heavily on the end user’s ability to interpret 

and interact with platform features. Some MSMEs abandon digital applications midway due to 

confusion or technical errors. Others rely on informal guidance from peers, which may lead to 

misinformation and operational mistakes. MSMEs with higher digital competence demonstrate 

greater agility in adopting and utilizing multiple FinTech products simultaneously. These 

businesses are more likely to track transactions, analyze cash flow digitally, and access larger credit 

limits over time. FinTech providers who neglect to consider user education often fail to scale their 

services within semi-urban MSME markets. The digital divide between technologically prepared 

and unprepared MSMEs creates an uneven distribution of benefits. Without targeted capacity-

building initiatives, digital exclusion will persist despite FinTech availability. Technological 

readiness remains a fundamental prerequisite for equitable financial access through digital 

platforms. 

Regulatory gaps and inconsistent policy implementation significantly constrain the impact 

of FinTech on MSME financing in semi-urban regions. Local MSMEs in Tangerang often 

encounter fragmented legal frameworks that fail to support the operational needs of digital 

financial platforms. In some cases, unclear licensing requirements hinder FinTech companies from 

expanding their services at the regional level. Government policies that support FinTech 

development at the national scale do not always translate into effective action at the local level. 

Municipal authorities frequently lack the technical capacity to integrate FinTech into regional 
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MSME development programs. This disconnect prevents MSMEs from benefiting fully from 

digital financial innovations. Many MSMEs remain unaware of government-endorsed FinTech 

schemes due to poor communication and outreach. The absence of coordinated oversight 

mechanisms weakens consumer protection in digital lending transactions.  

Entrepreneurs may hesitate to engage with FinTech services due to concerns about fraud, 

data misuse, or lack of legal recourse. Weak enforcement also allows unregulated platforms to 

operate without accountability, further eroding trust. FinTech companies face delays in obtaining 

approvals or data access at the sub-national level, limiting their ability to innovate. Moreover, 

regulatory ambiguity creates operational uncertainty that discourages long-term investment in 

underserved areas. MSMEs in Tangerang struggle to navigate compliance requirements, especially 

when regulations change without clear guidelines. A lack of standardized digital financing policies 

at the regional level results in inefficiencies and inconsistent user experiences. These structural 

limitations undermine the inclusivity goals of FinTech and reduce its effectiveness in closing the 

MSME financing gap. Strengthening regional governance frameworks is essential to unlocking 

the full potential of FinTech for localized economic empowerment. 

Trust, perceived risk, and platform transparency strongly influence MSMEs’ willingness 

to engage with FinTech services. Business owners in Tangerang often prioritize safety and 

reliability when evaluating digital financial tools. Many entrepreneurs hesitate to use FinTech 

platforms due to fear of hidden fees, data misuse, or predatory lending practices. The lack of face-

to-face interaction amplifies these concerns, especially among MSMEs with limited digital 

experience. MSMEs tend to rely on personal recommendations and community observations 

before committing to a digital lender. When platforms fail to clearly explain terms and conditions, 

users perceive higher risks and abandon the application process.  

Transparent communication, such as detailed repayment schedules and fee structures, 

builds user confidence and increases engagement. Business owners who experience platform 

inconsistencies or delayed responses quickly lose trust and share negative feedback within their 

networks. FinTech services that offer real-time support and user-friendly dashboards foster 

stronger client relationships. Entrepreneurs are more likely to adopt platforms that demonstrate 

accountability, security, and professionalism. MSMEs that encounter unexpected charges or abrupt 

credit denials often revert to informal lenders despite higher costs. Trust also depends on a 

platform's reputation and visibility in the market. Inconsistent user experiences across devices or 

channels weaken platform credibility. The perception of institutional backing or regulatory 

compliance increases comfort and participation. Ultimately, FinTech adoption among MSMEs 

depends not only on technological capability but also on the perceived integrity and reliability of 

the platform. Establishing trust and reducing risk perception are essential for building sustained 

FinTech engagement in semi-urban MSME communities. 

There is a persistent mismatch between the design of FinTech services and the actual needs 

of MSMEs in Tangerang Regency. Many digital financial products are built with urban, digitally 

savvy users in mind, overlooking the behavioral patterns of semi-urban entrepreneurs. MSMEs in 

Tangerang often operate with informal financial practices that are incompatible with rigid digital 

application flows. FinTech platforms commonly assume a baseline level of digital literacy that 

does not reflect ground realities in these regions. Business owners struggle with complex user 

interfaces, unfamiliar loan terms, and inflexible repayment structures. These design oversights lead 

to confusion, frustration, and eventual disengagement. Some MSMEs find that digital credit 

products do not align with their cash flow cycles or business models. Others express concern that 

the risk scoring algorithms fail to capture the informal but consistent revenue streams that 
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characterize many small businesses. Platforms that require frequent app updates or multi-step 

verifications alienate users with limited technological access.  

Moreover, standardized loan products often lack the flexibility needed for seasonal or 

highly variable income sectors. MSMEs report difficulties in accessing customer service that 

understands their local context and language. The absence of culturally and regionally adaptive 

features reduces the perceived value of FinTech solutions. Entrepreneurs seek financing tools that 

are not only fast but also intuitive and tailored to their operational realities. FinTech companies 

that ignore these contextual factors risk low adoption rates despite wide availability. Bridging this 

design–relevance gap requires user-centered innovation grounded in field-level understanding. 

Aligning platform features with local MSME behaviors and constraints is critical to ensuring 

meaningful financial inclusion through technology. 

The finding that FinTech platforms enhance MSME access to financing aligns closely with 

prior empirical research demonstrating similar dynamics. Recent Indonesian case studies on peer-

to-peer lending reveal substantial improvements in credit inclusion among rural MSMEs, 

particularly supported by platforms like Amartha, which have extended financing to previously 

overlooked entrepreneurs (Suryani et al., 2023). International comparative studies illustrate that 

FinTech lenders outperform traditional banks in approval rates, speed, and cost-effectiveness when 

serving small businesses in financially underserved regions (Monica & Mounica, 2024). European 

data further supports the finding, as FinTech lending consistently reaches SMEs in areas with high 

unemployment or low banking penetration, exhibiting superior predictive power in credit scoring 

(ECB, 2022). Moreover, systematic reviews confirm that micro-lending via digital platforms can 

significantly close the MSME financing gap by leveraging alternative data and streamlined 

underwriting processes (ScienceDirect, 2023).  

The observed reliance of Tangerang MSMEs on digital microloans therefore reflects a 

global pattern wherein FinTech solutions fill structural voids left by conventional banking. While 

traditional banks typically impose stringent collateral and documentation requirements, FinTech 

platforms apply innovative creditworthiness algorithms that incorporate transaction history and 

mobile usage patterns (ECB, 2022). These approaches mirror the smartphone-based microlending 

models that have successfully enhanced financial inclusion in several low-income regions 

(Óskarsdóttir et al., 2020). Emerging studies caution that algorithmic bias and regulatory 

uncertainty may limit long-term sustainability, signaling the need for robust oversight (Lee, 2024). 

This finding corroborates a growing consensus in the literature that FinTech’s agility and data-

driven credit mechanisms offer a credible, scalable alternative to formal MSME financing 

especially in semi-urban and rural settings while also indicating vital areas for future regulatory 

and operational scrutiny. 

This finding underscores that digital literacy and technological readiness critically 

determine FinTech adoption among MSMEs, echoing global evidence that shows digital 

competencies directly influence engagement with digital finance services. A study in Bosnia and 

Herzegovina demonstrated that business experience affects FinTech adoption only when digital 

financial literacy mediates the relationship, underscoring literacy's foundational role (Zaimović, 

Omanović, Dedović, & Zaimović, 2025). Research in Bangladesh similarly found that digital 

literacy, financial knowledge, and self-efficacy jointly predict FinTech adoption, confirming that 

literacy alone cannot sustain digital engagement without confidence and behavioral readiness 

(Islam & Hossain, 2024). A review of African, Asian, and Latin American contexts revealed that 

digital literacy improves financial inclusion but varies significantly across regions, highlighting 

the necessity of tailored literacy interventions (Mbiti & Weil, 2024). Furthermore, an international 
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analysis suggests that digital literacy serves not only as a facilitator of platform use but also as a 

moderator between digital finance availability and positive financial behavior outcomes 

(Amornkitvikai, Erdem, & Candraningrat, 2021). These findings resonate with our narrative that 

MSMEs lacking exposure to digital tools struggle throughout the loan application process and 

relinquish potential financing. In contrast, enterprises with higher digital competence access larger 

credit amounts and navigate platform requirements more efficiently. FinTech providers in 

Tangerang could therefore increase adoption by investing in digital literacy training, mirroring 

strategies proven effective in other emerging markets. Without such capacity-building, merely 

providing access and platforms yields limited inclusion impact. Our observation that user 

education determines the ceiling of FinTech uptake aligns with prior research that emphasizes the 

combined roles of knowledge, attitudes, and digital behavior in driving adoption. This finding not 

only supports the broader literature but also underscores the urgent need for integrated digital skills 

programs as part of FinTech rollout in semi-urban MSME ecosystems. 

This finding highlights that regulatory gaps and inconsistent policy implementation 

significantly impede FinTech’s potential to unlock MSME financing in semi-urban regions like 

Tangerang Regency. Comparative research in India shows that fragmented local regulations lead 

to uneven FinTech rollout, limiting the coverage of digital lending services in smaller towns 

(Sharma & Gupta, 2023). In Brazil, researchers found that unclear licensing requirements 

discourage FinTech startups from entering non-metropolitan markets, creating service deserts 

(Silva, Costa, & Oliveira, 2022). A multi-country evaluation suggests that local governments often 

lack the institutional capacity to enforce fintech regulations consistently, undermining trust in 

digital platforms (Nguyen et al., 2024). A South African study emphasizes that policy 

misalignment between national and regional authorities fosters uncertainty and raises operational 

barriers for FinTech providers (Mbeki & van der Merwe, 2021). These insights parallel our 

observation that MSMEs in Tangerang remain uninformed about digitally-enabled credit 

initiatives due to poor policy communication and outreach. In the European Union, successful 

FinTech adoption correlates with harmonized regulation and proactive local policy adaptation 

(European Commission, 2022). By contrast, regions with regulatory opacity tend to witness lower 

platform usage and higher risks of unregulated financial products. This reinforces our finding that 

inconsistent governance impairs consumer protection and dampens user confidence. FinTech 

companies in such environments delay expansion and innovate cautiously, fearing enforcement 

risks. Consequently, strengthening regional fintech governance is critical for achieving inclusive 

MSME financing. Without coordinated action between national and local authorities, FinTech’s 

capacity to bridge the MSME financing gap remains constrained in semi-urban settings. 

This finding underlines that trust, perceived risk, and transparency in platform design 

critically determine MSME engagement with FinTech services, echoing evidence from diverse 

global contexts. A study focused on Nigeria found that transparent communication of fees and 

terms significantly increased trust and uptake among small business borrowers (Adejumo & 

Akinbode, 2023). Research in China demonstrated that FinTech platforms offering real-time 

support and clear user agreements experienced lower borrower default rates and higher satisfaction 

(Liang, He, & Lin, 2022). In Latin America, perceived fairness and visibility of repayment 

schedules emerged as major predictors of platform loyalty among SMEs (Gutierrez & Martin, 

2024). Cross-country analyses confirm that when entrepreneurs distrust platform integrity, they 

often revert to informal credit sources despite higher costs (Singh, Perez, & Xu, 2021). Our finding 

from Tangerang aligns with these patterns: entrepreneurs discontinue FinTech use when they 

perceive hidden charges or unexplained credit rejections. The importance of platform reputation is 
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supported by European evidence showing that FinTech firms with regulatory accreditation enjoy 

greater trust and adoption (Klein & Pope, 2022). Conversely, lack of user-centric interface design 

and delayed customer service can undermine engagement, as seen in Southeast Asian FinTech 

studies (Chowdhury & Rahman, 2023). Narrative research in India also highlights that peer 

influence and community reputation shape trust formation in digital finance, reinforcing the need 

for transparent operations (Patil & Mehta, 2021). These sourced insights confirm that the presence 

of transparent user interfaces, credible support channels, and visible consumer protection 

significantly influences digital lender trust. By paralleling these findings, our study emphasizes 

that establishing platform integrity and reducing information asymmetry are prerequisites for 

sustained FinTech adoption among MSMEs in semi-urban areas. 

The mismatch between FinTech service design and local MSME needs reflects a broader 

challenge identified in global FinTech implementation studies. Research in East Africa revealed 

that FinTech platforms often underperform when developers neglect local income cycles and 

cultural business practices (Mwangi & Wanjiku, 2022). A study in Pakistan found that proprietary 

loan products with rigid repayment schedules failed to engage informal sector businesses, 

underscoring the importance of aligning design to economic realities (Khan & Rashid, 2023). 

Similarly, Indonesian mobile wallet initiatives struggled in non-urban settings because they 

overlooked regional language preferences and cash-flow variability (Nugroho & Setiawan, 2021). 

Comparative evidence from Mexico highlights that user-centered design featuring simplified 

interfaces and customizable repayment options significantly boosts MSME adoption rates when 

contextualized to local routines (Gonzalez & Perez, 2022). Our finding from Tangerang aligns with 

these observations, as entrepreneurs frequently report interface complexity and misaligned credit 

terms. Evidence shows that FinTech platforms that fail to incorporate local linguistic and cultural 

factors experience low engagement and high dropout rates (Gonzalez & Perez, 2022). In semi-

urban environments, platforms need to mimic informal practices, allowing flexible disbursement 

and repayment tied to local market days. Without accommodating irregular revenue flows, 

financial products remain inaccessible to many MSMEs. Customer support that fails to recognize 

local vernacular or business hours further undermines user experience. Localized field testing and 

co-creation emerge as critical strategies to ensure platform relevance. Matching fintech innovation 

to user context upholds financial inclusion objectives and heightens systemic effectiveness. By 

situating product design within Tangerang’s regional dynamics, this study confirms the necessity 

of culturally adaptive FinTech models. Tailored digital finance solutions thus become not just 

beneficial but essential for meaningful MSME participation in semi-urban fintech ecosystems. 

 

D. CONCLUSION 

This study concludes that financial technology plays a transformative role in improving 

MSME access to financing in semi-urban regions such as Tangerang Regency. FinTech platforms 

offer alternative mechanisms that bypass the rigid constraints of traditional banking systems. These 

platforms provide more inclusive, rapid, and flexible credit solutions tailored to micro and small 

business needs. MSMEs benefit from features such as minimal documentation, mobile 

accessibility, and real-time disbursement. However, digital inclusion does not occur automatically 

with access alone. Digital literacy emerges as a fundamental requirement for MSMEs to engage 

effectively with FinTech services. Entrepreneurs with higher technological readiness navigate 

digital platforms more confidently and reap greater benefits. In contrast, MSMEs with limited 

digital skills face confusion, hesitation, and disengagement. Regulatory fragmentation at the local 

level further restricts the full realization of FinTech’s potential. Disconnected policy frameworks 
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between central and regional authorities result in service inconsistencies and low consumer 

confidence. MSMEs in Tangerang remain vulnerable to misinformation and predatory platforms 

in the absence of clear regulatory safeguards. Trust and perceived risk play a critical role in shaping 

MSME decisions to adopt digital lending tools. Entrepreneurs seek transparency, simplicity, and 

credibility in platform design and communication. Poor user experiences discourage repeat usage 

and reduce the credibility of digital finance ecosystems. Current FinTech service designs often fail 

to accommodate the informal, seasonal, and culturally specific characteristics of local MSMEs. 

Product rigidities, interface complexity, and language mismatches limit the accessibility and 

usability of digital tools. To bridge this gap, FinTech developers must integrate local insights into 

platform development and service delivery. Contextual adaptation is no longer optional but 

essential for fostering inclusive financial ecosystems. MSMEs require not just digital products, but 

supportive environments that respect their financial behaviors and operational realities. In closing 

FinTech can significantly narrow the MSME financing gap only if supported by digital education, 

regulatory alignment, user trust, and human-centered innovation. This research highlights the 

urgent need for multi-stakeholder collaboration to build an adaptive, inclusive, and resilient digital 

financing infrastructure for semi-urban MSMEs. 
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