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ABSTRACT

Financial inclusion in Indonesia has witnessed significant progress in recent years, marked by a
notable increase in account ownership. Despite this advancement, challenges persist, particularly
with the rapid expansion of the fintech industry. This research investigates the role of fintech in
enhancing financial inclusion in Indonesia. Employing a qualitative research method, the study
utilizes a literature review approach, which involves analyzing relevant theories and data from
journals and other pertinent literature. The findings reveal that fintech plays a crucial role in
advancing financial inclusion in Indonesia. Specifically, fintech companies are instrumental in
implementing digital payment solutions, which are pivotal in reaching previously underserved
populations. Furthermore, fintech has facilitated broader access to credit for those who were
traditionally excluded from formal financial systems, thereby narrowing the financial gap.
Additionally, fintech has significantly contributed to promoting financial literacy and education,
equipping individuals with the necessary knowledge to engage with financial services effectively.
This has further empowered individuals and small businesses to participate more fully in the
economy. The study concludes that while fintech has made substantial contributions to financial
inclusion, ongoing efforts are required to address the remaining challenges, including regulatory
hurdles and ensuring that all segments of society can benefit from these innovations. Overall, the
integration of fintech into Indonesia's financial landscape holds great promise for further improving
financial inclusion, provided that the industry continues to evolve in a way that meets the needs of
the diverse population.
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INTRODUCTION

Fintech is an abbreviation of financial technology which refers to the financial sector that enables
innovation to increase effectiveness, efficiency and ease in financial management (Dinger et al.,
2024). Fintech is a technology with a broad spectrum of uses, including peer-to-peer lending, robo-
advisors, blockchain technology, mobile banking, and more. According to Arner et al., (2019) he
fintech sector has grown rapidly in recent years, surpassing established financial institutions and
completely changing the way we handle our money. Fintech has the ability to promote financial
inclusion globally and democratize access to financial services given the growth of digital payments,
Al and big data analysis (Gomber et al., 2018).

31
| Nur Fadilla Syam, Nur Aminah, Andi Randy Dwimana, Nuryanti, Nurpasila -



mailto:fadillahsyam21@gmail.com
mailto:minah123@gmail.com
mailto:andirandy@gmail.com
mailto:nury7186@gmail.com
mailto:nurpasila12345@gmail.com

JURNAL AKUNTANSI BISNIS DAN EKONOMI
Volume 10. Nomor 02. 2024 e-ISSN

2684 — 6756

According to George et al., (2016) fintech companies contribute to the global reduction of the gap
between banked and unbanked populations by offering more practical and affordable financial
solutions. Fintech creates greater financial inclusion for everyone, regardless of socioeconomic
background, by expanding access to financial services and products.

Fintech contributes to economic growth and poverty reduction by increasing the number of people
interacting with the financial system (Sussan & Acs, 2017). Fintech organizations are also able to
provide more personalized and tailored financial solutions to meet the varying needs of various
populations using technology and data analysis. The entire community's financial well-being can be
improved and their ability to manage community finances and increase the level of personalization
(Li et al., 2020). Fintech has the ability to change the way everyone accesses and manages their
money, regardless of their circumstances or background, as it continues to evolve. Fintech enables
people to take charge of their financial destiny by removing barriers to traditional financial services
and offering cutting-edge alternatives such as peer-to-peer lending, digital wallets, and mobile
banking (Arner et al., 2019). All things considered, fintech's impact on financial inclusion is
changing our perception of money and moving society towards a more equitable and thriving
economy for all.

Fintech offers the ability to increase financial knowledge and education for people who would
previously be shut out of the traditional banking system, in addition to offering easy and convenient
financial services. Fintech platforms can help people make wise financial decisions and lay the
foundation for long-term financial stability by providing user-friendly interfaces and customized
financial advice (Muganyi et al., 2021). Additionally, underserved populations and those with
limited access to traditional finance may benefit from the more accurate risk assessments and
targeted lending alternatives made possible by the data-driven nature of fintech. The potential for
fintech to have a positive impact on financial inclusion and economic empowerment is essentially
limitless as it continues to grow in scale and capabilities.

By breaking down barriers to entry and providing innovative solutions, fintech has the power to
level the playing field and empower individuals to take control of their financial future. According
to (National University of Singapore, Singapore et al., 2021) the ability to simplify processes and
provide real-time insights, fintech platforms are revolutionizing the way people manage and grow
their wealth. As fintech continues to evolve and adapt to meet changing consumer needs, the
possibilities for financial inclusion and economic empowerment are endless (Arner et al., 2020). For
example, fintech companies offer mobile payment solutions that enable people to access and transfer
money securely in developing countries with limited access to traditional banking systems. This has
enabled small companies to reach new markets and increase their clientele, which in turn has driven
prosperity and economic progress in Indonesia's regions (Setiawan et al., 2021). So it has an impact
on financial inclusion in Indonesia.

In Indonesia, financial inclusion is an important issue that has the potential to have a major impact
on the country's economic development (Setiawan et al., 2021). Thousands of islands are home to
more than 270 million people, many people in Indonesia still do not have access to basic financial
services (Omar & Inaba, 2020). This lack of access limits overall national economic potential and
hinders individual financial stability and progress. But as fintech solutions develop in Indonesia,
there are increasing opportunities to close this gap and provide every individual with more financial
inclusion.

Digital wallets, peer-to-peer lending platforms, and mobile banking are examples of fintech
technologies that have the ability to reach underserved communities and rural places, providing
much-needed financial services to individuals who were previously excluded (Pham & Ho, 2015).
By utilizing technology and innovation, Indonesia can create a more inclusive financial system that
allows individuals to save, invest and access credit more easily (Rahman, 2024). Through these
efforts, countries can open up new opportunities for economic growth and prosperity, ultimately
benefiting both individuals and the country as a whole.
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With the emergence of fintech solutions in Indonesia, the financial landscape is evolving rapidly to
meet the needs of all citizens. This innovative technology breaks down barriers and provides access
to financial services that were once out of reach for many people. Mobile banking, digital wallets
and peer-to-peer lending platforms have revolutionized the way people manage their finances,
offering convenience and efficiency like never before (Barroso & Laborda, 2022). As more
Indonesians embrace these digital tools, the potential for financial inclusion and empowerment
continues to grow, paving the way for a brighter economic future for everyone.

However, despite advances in financial technology, there are still significant barriers to access for
marginalized communities in remote areas without reliable internet connections. Additionally,
inadequate financial skills and education may hinder the efficient use of these digital technologies,
limiting their potential to increase financial inclusion in Indonesia (Menberu, 2024). While digital
tools can help increase financial inclusion in Indonesia, relying solely on technology can reach
marginalized areas and exclude people without a consistent internet connection. In the absence of
measures to reduce barriers such as inadequate connectivity and financial skills, the benefits of
financial technology may not be felt by those who need it most.

It is critical for policymakers and financial institutions to prioritize addressing these barriers to
ensure that all Indonesians have equal access to financial services and opportunities. Fintech
involves developing initiatives to increase public financial awareness as well as investing in
infrastructure to provide internet connectivity in rural and remote areas. Indonesia can effectively
harness the potential of digital tools to promote financial inclusion and economic prosperity across
the country by adopting comprehensive strategies to address these issues (Tambunan, 2015).
Additionally, encouraging collaboration between local communities and financial institutions can
help address gaps and offer tailored solutions to meet the specific requirements of different locations.

Financial inclusion in Indonesia has made significant progress in recent years, with a remarkable
increase in account ownership. However, there are still challenges in increasing financial inclusion,
especially with the growing fintech industry. This country faces problems such as a concentrated
deposit market and a mismatch between regulators and technological advances (Rumbogo et al.,
2021). So an analysis of the role of fintech in financial inclusion in Indonesia is very relevant and
necessary. This research aims to understand the extent to which fintech influences inclusion finance
in Indonesia.

LITERATURE REVIEW

Financial Inclusion

Financial inclusion is a situation where the majority of individuals can take advantage of available
financial services and minimize the existence of groups of individuals who are not yet aware of the
benefits of financial access through access that is available without high costs (Ozili, 2018). The
emergence of fintech opens up financial access for people to get financial services easily and
practically (Bollaert et al., 2021). Financial inclusion is defined as the percentage of people who use
financial services in Indonesia including savings, deposits, loans, investments, transfers, payments
and insurance.

Fintech

Fintech is an abbreviation for financial technology or financial technology, which is innovation in
the financial services sector that integrates modern technology (Putri et al., n.d.). In Indonesia, the
term fintech is also known as information technology which applies technology in the financial
system to produce new service products, technology or business models. Current developments in
technology and information systems continue to produce innovation, especially in financial
technology, to meet community needs such as access to financial services and efficient, smooth and
safe transaction processes (Jemala, 2021). In Bank Indonesia regulation Number 19/12/PBI 2017,
the criteria for financial technology are set, namely that it is innovative, has an impact on existing
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service products, technology or financial business models, provides benefits to society, and can be
used widely, as well as meeting other specified criteria. determined by Bank Indonesia.

RESEARCH METHODS

This research uses quantitative methods with a literature study approach, which
involves analysis of theories relevant to the research problem. According to Snyder,
(2019) the literature study approach is a data collection technique that involves
reviewing journals and literature related to the research topic.

RESEARCH RESULTS AND DISCUSSION

The role of Fintech in increasing financial inclusion in Indonesia
Implement digital payment solutions

Has completely changed the way consumers access and handle their financial information. Fintech
companies have played an important role in promoting financial inclusion by offering simple and
affordable financial services to marginalized communities. A number of financial tools are now
available to those previously excluded from the traditional banking system through peer-to-peer
lending, digital wallets and mobile banking. This has helped promote global economic growth and
stability as well as providing better financial access to overlooked groups. Fintech companies have
also contributed to simplifying international money transfer procedures, which has made it easier
and cheaper for people to send money to relatives living abroad. Additionally, the business has
launched cutting-edge technology such as an automated investment platform, which makes it easier
for individuals to invest and grow their wealth. Overall, the impact of fintech on financial inclusion
and economic development has been significant, paving the way for a more inclusive and thriving
global economy.

Increase Access to credit for underserved populations

Has increased significantly as a result of the growth of fintech companies. These companies have
created alternative credit scoring models that take into account a greater range of information,
making loans and other financial items accessible to people with poor credit histories. For
disadvantaged groups who may previously have been excluded from standard banking services, this
has proven to be very helpful. Fintech companies have also facilitated access to small business
finance, which has driven economic growth and entrepreneurship in areas traditionally overlooked
by traditional financial institutions. All things considered, the expanded availability of loans by
fintech companies has been critical in advancing global financial inclusion and economic growth.
Fintech businesses have used technology and creative thinking to their advantage. can reach a wide
range of customers and offer more personalized and flexible financial solutions. This has helped
bridge the gap between those previously left out of the traditional banking system and the financial
services they need to thrive. As fintech continues to develop and evolve, it has the potential to further
revolutionize the way financial services are accessed and used, ultimately creating more
opportunities for individuals and businesses to succeed in the global economy.

Facilitate Financial Literacy and Education

Fintech companies have created alternative credit scoring models that take into account a greater
range of information, making loans and other financial goods accessible to people with poor credit
histories. For disadvantaged parties who may have previously been excluded from standard banking
services, this has proven to be very helpful. Fintech companies have also facilitated access to small
business finance, which has driven economic growth and entrepreneurship in areas traditionally
overlooked by traditional financial institutions. All things considered, the expanded availability of
loans by fintech companies has been critical in advancing global financial inclusion and economic
growth. Fintech businesses have used technology and creative thinking to their advantage.
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Ultimately, this shift toward greater financial freedom and literacy has the potential to create a more
financially inclusive society, where individuals from all backgrounds have the knowledge and tools
to make informed decisions about their money. Fintech businesses are critical to this change because
they provide cutting-edge solutions that meet a wide range of customer needs. Increased financial
capabilities and decision-making skills among the population can lead to increased stability and
growth for the economy as a whole. Fintech is not only changing the financial services sector but
also paving the way for a more successful and secure financial future for everyone.

The Impact of Fintech on Financial Integration in Indonesia
Increase access to financial services

Improving disadvantaged communities' access to financial services is largely made possible by
fintech companies operating in Indonesia. These companies have been able to reach people in rural
areas who previously had little or no access to traditional financial services by using digital platforms
and mobile technology. Fintech companies enable people to engage in the formal economy and
manage their finances more efficiently by offering accessible and affordable financial products.
Apart from helping people, this expansion of financial inclusion also advances the Indonesian
economy as a whole. More people can save, invest, and build money as more people gain access to
financial services, ultimately raising living standards. Additionally, when more individuals
participate in the formal economy, the government can impose more taxes, which can then be used
to finance improvements to infrastructure and public services. All things considered, the emergence
of fintech businesses in Indonesia has significantly improved the country's economy and reduced
poverty.

Reducing Transaction Fees

Reducing transaction costs for individuals and businesses is a significant advantage for fintech
companies operating in Indonesia. Fintech companies facilitate financial transactions by offering
digital payment solutions and online banking services, thereby eliminating the need for expensive
intermediaries. Users benefit from time and cost savings, and the overall economy becomes more
efficient as a result. Therefore, more resources can be directed towards profitable ventures, resulting
in increased economic growth and wealth for everyone.

Empowering the Non-Banker Population

By providing the unbanked with previously unbanked access to financial services, fintech companies
in Indonesia are also contributing significantly to empowering the unbanked population. The formal
economy has allowed people who were previously locked out of it to join in and take care of their
financial future thanks to mobile banking and digital wallets. Apart from promoting financial
inclusion and national economic development, it also helps in reducing poverty and inequality.
Fintech companies facilitate the creation of a more equal and inclusive society for all Indonesians
by serving as a bridge between the non-bank financial sector and the mainstream financial sector.

Fintech Challenges and Prospects in the Future
Regulatory Challenges for Fintech Companies

Indonesia still provides challenges for their development and creativity. These companies often
struggle to grow due to uncertainty caused by unclear rules and regulations. Additionally, concerns
about data security and privacy remain a major issue for authorities and consumers. Fintech in
Indonesia has bright future prospects despite these obstacles. Fintech companies have a great
opportunity to grow and continue to advance financial inclusion in the country given the increasing
government support for the sector and the increasing demand for digital financial services in
Indonesia.
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Security concerns for digital financial transactions

This is a big concern for fintech companies in Indonesia. Implementing strong security measures,
such as biometric encryption and authentication technologies, is critical to fostering trust among
customers and ensuring the security of their personal and financial information. Working closely
with cybersecurity experts and keeping up with the latest developments in the field will be critical
for fintech companies to stay ahead of potential threats and maintain the integrity of their platforms.
Additionally, educating customers about best practices for online security and providing them with
tools to monitor and protect their accounts will be key in building a strong and loyal customer base.
By addressing these security concerns head-on, fintech companies in Indonesia can continue to
innovate and thrive in a rapidly evolving digital landscape.

Potential for further innovation in fintech to increase financial inclusion

Fintech innovation has huge potential to increase financial inclusion, especially in countries like
Indonesia where significant segments of the population are underbanked or unbanked. Fintech
companies can develop more inclusive financial products and services that meet the needs of
marginalized communities using technology and data analysis. This helps the country's economy
develop and remain stable overall as well as helping people now have access to the necessary
financial instruments. Fintech companies can also help close the gap between the formal and
informal financial sectors by working with traditional financial institutions and government
agencies. This will ultimately result in a more resilient and inclusive financial ecosystem.

CONCLUSIONS AND SUGGESTIONS

Fintech has the potential to increase financial inclusion in Indonesia as a whole, but continued
expansion will require addressing serious regulatory and security issues. The fintech sector can drive
economic growth and increase financial inclusion in countries realizing how important it is to
overcome these challenges and continue to innovate. Fintech in Indonesia has a bright future thanks
to collaboration between regulators, legislators and industry players.

To further advance the fintech industry in Indonesia, it is vital that researchers and policymakers
continue to explore ways to overcome regulatory and security challenges. This may involve
developing new frameworks and guidelines that strike a balance between innovation and consumer
protection. Additionally, efforts should be made to strengthen cybersecurity measures and data
privacy regulations to build trust among users and investors. By conducting in-depth research on the
impact of fintech on financial inclusion and economic development, policymakers can make
informed decisions that support industry growth. Collaboration between industry stakeholders,
policy makers and regulators will be key in driving the sustainable development of fintech in
Indonesia.
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