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Financial innovations have transformed classic economic architectures 

and provided alternative avenues to make capital more democratic, 

inclusive growth more inclusive. To reconcile theoretical frictions 

within the fragmented literature, this narrative review systematically 

screened 1,826 records from the Scopus database, synthesizing a final 

sample of 33 peer-reviewed studies. The central theoretical contribution 

of this review is the establishment of an explicit conceptual mechanism: 

financial innovation drives structural financial inclusion and equitable 

socio-economic development only when strictly mediated by robust 

digital capability and proactive governance. Structured across four core 

themes, the synthesis evaluates technological drivers, macroeconomic 

impacts, ecosystem constraints, and institutional governance. Key 

insights reveal that uncritical technological deployment risks 

exacerbating disparities, translating traditional financial exclusion into 

digital exclusion driven by deficits in digital literacy, device 

affordability, broadband infrastructure, systemic trust, and equitable 

access. Ultimately, this review asserts that long-term developmental 

outcomes are not guaranteed by technology alone, providing an 
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Introduction  

 

Financial innovation has become a potential key to inclusive economic growth. It could also 

change the way historically disenfranchised groups gain access to financial services. However, 

mobile money, crowdfunding, artificial intelligence (AI) credit scoring, and blockchain 

technologies can help lower traditional barriers to entry (Kabir, 2020; Rybakovas & Zigiene, 

2022). For decades, billions of people and micro, small and medium-sized enterprises 

(MSMEs) have been left out of the formal financial system. This exclusion might have limited 

economic mobility and helped to increase income inequality (Corrado & Corrado, 2017). 

Empirical evidence was gathered recently and indicates a change. The strategic application of 

financial technology (FinTech) can help to enhance financial inclusion, especially in 

developing markets in South Asia and Sub-Saharan Africa. However, in such contexts, agent 

networks and digital banking can offer means to help foster poverty alleviation and sustainable 

entrepreneurship (Kabir, 2022; Otekunrin, Chinoda, & Matowanyika, 2021). Financial 

innovation can increase access to capital, which can provide vulnerable households with the 

means to engage in economic opportunity, and may be linked to the broader economic 

development (Guo et al., 2024; Monga & Sharma, 2026). 

 

However, the fast-changing FinTech landscape brings great regulatory and structural 

challenges. The profound change in the traditional banking model by agile digital platforms 

also underscores the importance of implementing flexible policy frameworks that can 

accommodate technological advancements while maintaining consumer protection, digital 

literacy and financial stability (Mehrotra, 2019; Salampasis & Mention, 2018). Moreover, the 

notion that technology can always lead to inclusive economic growth has become increasingly 

questioned. If the digital financial services continue to grow without proper and effective 

regulation, it could further exacerbate the digital gap, potentially excluding the most vulnerable 
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groups (Liu, Dong, & Peng, 2025; Mehrotra, 2023). Therefore, policy actions that focus on 

ensuring access to the financial innovations at an affordable price and also implementing robust 

data privacy measures may be necessary to ensure equitable and sustainable socioeconomic 

development (Khatoon et al., 2026; Satpathy et al., 2024). 

 

There is a significant amount of recent academic research on the relationship between financial 

technology and economic development; however, the existing literature seems to be 

fragmented. In particular, there is a key gap in research that needs to be addressed, namely the 

lack of a financial innovation, digital capability, and institutional governance integration in 

inclusive development. These dimensions are usually studied in isolation from one another in 

previous studies. Research on technology adoption often centers on a particular technology, for 

example the adoption of big data (Xie, 2021) or blockchain (Xie, 2021); research on the 

economy often assesses macroeconomic impacts without taking into account the potential 

moderating influences of user's digitalisation skills and regulatory adaptation and 

responsiveness. Moreover, the non-standard and/or interchangeable usages of some of the 

terms used in the studies (e.g., “digital finance” and “inclusive innovation”) could restrict the 

comparability of data across studies (Wong, Badeeb, & Philip, 2023). The absence of 

conceptual integration can have a negative effect on the building of a unified academic concept 

of how these three interrelated mechanisms relate in different geographical settings to poverty 

alleviation. 

 

The current evidence base will need to be synthesized to inform the next round of empirical 

research and policy development, given these gaps in academics and ongoing technological 

progress. This fragmented evidence can contribute to a broader comprehension of the design 

of financial systems that could serve society in addition to institutional efficiency. Accordingly, 

the purpose of this paper is to examine a sample of 33 papers selected from a total of 1,826 

papers identified in the initial search that investigates the link between financial innovation and 

inclusive growth, considers the mechanisms through which financial innovation can affect 

inclusive growth, summarizes the findings of current regulatory issues, and draws policy 

implications for future research from the reviewed papers. To accomplish this goal, the rest of 

this paper is organized in the following way: Section 2 summarizes the mechanisms and 

pathways by which financial innovation can help realize financial inclusion; Section 3 critically 

reviews the macroeconomic implications for poverty reduction and inclusive growth as 

reported; and Section 4 outlines critical regulatory challenges and policy gaps; and Section 5 

concludes by outlining directions for future research and practical implementation. 

 

Review Approach 

 

This article uses a narrative review approach that seeks to critically synthesise and interpret the 

literature, rather than the systematic review or meta-analysis approach that involves exhaustive 

search of literature and quantification (Baumeister & Leary, 1997). A narrative approach can 

capture the conceptual integration of multiple theoretical approaches and empirical studies 

from different socio-economic contexts and can be used to explore a field of study that is 

changing as is the case with financial innovation (Snyder, 2023). A literature search was 

conducted to identify, screen and select literature using a transparent and structured 

bibliographic search strategy, which was done to increase transparency and minimize the risk 

of selection bias (Green, Johnson, & Adams, 2006). 
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Scopus was the only database used for literature search to identify non-retrieval of peer-

reviewed research. The choice of Scopus was made because it is a multidisciplinary abstract 

and citation database covering a wide range of academic journal articles, including economic 

and technological journals. The publications covered a time span of ten years, from 2010 to 

August 2026, which was supposed to capture a period where a lot had been happening in the 

world of FinTech and digital finance in addition to the regulatory discourse. During the 

identification phase, a Boolean search string was created to identify key domains: financial 

innovation, outcomes of inclusion or growth, financial mechanisms, business development, 

and policy context. Search terms used were financial innovation; fintech; financial technology; 

digital finance; inclusive growth; economic inclusion; equitable growth; microfinance; 

crowdfunding; peer-to-peer lending; social impact investing; entrepreneurship; startups; small 

business; business development; policy; regulation; framework; strategy. 

 

After the identification, the final literature corpus was obtained through a two-stage screening 

process. In the first phase, titles and abstracts were evaluated for relevance to the financial 

innovation–financial inclusion–inclusive economic growth nexus. In the second stage, articles 

in full-text form were evaluated with a set of predetermined inclusion and exclusion criteria 

(Green, Johnson, & Adams, 2006). Articles accepted when they: included empirical evidence, 

offered theoretical modelling or policy analysis of the links between digital financial tools and 

marginalised populations or small businesses. On the other hand, grey literature, non-English 

publications, papers dealing with only the technical aspect of computer science and papers 

based on the traditional banking system were omitted from the study. 

 

We used a search strategy involving Boolean operators and keyword clusters to locate literature 

relating financial development and economic growth, and this search strategy is reported in 

Table 1. 

 

Table 1: Summary of Search Strategy and Selection Parameters 

 

Parameter Details 

Database Scopus (exclusive source) 

Search 

String 

(“financial innovation" OR "fintech" OR "financial technology" OR 

"digital finance") AND ("inclusive growth" OR "economic inclusion" OR 

"equitable growth" OR "access to finance") AND ("microfinance" OR 

"crowdfunding" OR "peer-to-peer lending" OR "social impact investing") 

AND ("entrepreneurship" OR "startups" OR "small business" OR 

"business development") AND ("policy" OR "regulation" OR 

"framework" OR "strategy”) 

Time frame 2010 – August 2026 

Inclusion 

Criteria 

Peer-reviewed journal articles and comprehensive conference 

proceedings; published in English; direct focus on the intersection of 

digital financial innovation and inclusive economic growth; includes 

clear empirical, theoretical, or policy-based evidence. 
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Parameter Details 

Exclusion 

Criteria 

Grey literature (e.g., white papers, non-peer-reviewed reports); non-

English publications; studies focused purely on 

algorithmic/computational development without economic application; 

literature strictly limited to traditional banking mechanisms. 

Selection 

Approach 

Two-stage screening: (1) Title and abstract review for thematic relevance; 

(2) Full-text critical appraisal to ensure alignment with the narrative 

review's scope and quality thresholds. 

 

The first round of Scopus searching with the reported Boolean search string returned 1,826 

results. In the first screening stage, titles and abstracts were evaluated for thematic consistency 

with the themes of digital finance and inclusive economic growth and records that were not 

related to these themes were removed. In the second stage full-text articles were reviewed using 

the inclusion and exclusion criteria. Grey literature and non-English publications as well as 

purely technical computer science papers not applied to macroeconomics were not considered. 

After this two-stage screening, 33 peer-reviewed studies were found that met the requirements 

and were synthesized in this review. 

 

Conceptual Background 

 

Definitions 

 

In order to systematically explore the connection between technological progress and economic 

growth, this review defines the key concepts of technological progress (financial innovation) 

and economic growth (financial inclusion and inclusive growth). In today's literature, financial 

innovation is not just about the development of new financial products, it also refers to the 

implementation of disrupting technologies like mobile banking, artificial intelligence (AI), 

blockchain and decentralised peer-to-peer lending platforms, which could change the way 

financial services are accessed and utilized (Das et al., 2025; Wang & Yu, 2025). This includes 

digital finance models that could be used to overcome infrastructure challenges that have been 

linked to branch-based banking (Chu, 2018; Kabir, 2022). 

 

Expanding fair and affordable access to and usage of formal financial products, such as credit, 

savings, insurance, and payment systems, among marginalized, unbanked, and underbanked 

people is known as financial inclusion (Jain et al., 2026; Slade, 2024). Inclusive growth can 

relate to financial innovation via financial inclusion. El Haddad et al. (2024) and Wong et al. 

(2023) describe inclusive growth as a more equitable sharing of economic growth across 

society and the inclusion of more economic opportunities, which leads to a lower poverty rate 

and less income inequality. In this context, inclusive growth could be facilitated using financial 

instruments which are accessible to marginalised households and micro-enterprises, enabling 

them to develop resilience, increase their asset base and integrate into the mainstream economy 

(Mbayo & Rajula, 2025). 
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Key Theories or Frameworks 

 

The empirical literature on the topic of financial innovation and inclusive growth is grounded 

in various theories. The finance–growth nexus is a salient point of view, which suggests that 

there is a long-term positive relationship between the development of the financial sector and 

economic growth (Bara et al., 2016; Qamruzzaman & Jianguo, 2017). Recent studies have 

shown that financial innovation can stimulate the growth of underdeveloped areas like parts of 

Africa and South Asia in this perspective (Kabir, 2022; Otekunrin et al., 2021). 

 

Moreover, frugal innovation is a lens to analyse inclusive digital finance in emerging markets. 

The idea behind frugal innovations is to design products using limited resources and affordable 

technology for resource-poor and underserved populations, including mobile money systems 

leveraging basic mobile technology (Chu, 2018; Slade, 2024). Frugal technological 

applications can be an instrument to involve historically excluded groups in formal finance 

systems, by cutting down infrastructure-related costs. The use of frugal technologies can be 

used to connect historically excluded groups to formal financial systems by reducing 

infrastructure costs. 

 

The contextual success or failure of financial innovation is also explained by institutional and 

regulatory viewpoints. These viewpoints suggest that a nation's economic independence and 

the strength of its regulatory framework may have an impact on the uptake and outcomes of 

financial innovation (Su & Si, 2015). Scholars highlight the need for regulatory frameworks to 

be flexible and adaptive when dealing with technologies like AI and blockchain, as they can 

have both positive and negative impacts that need to be managed (Evangeline, 2025; Ganesan 

Alias et al., 2025; Serwanga, 2024). Without appropriate institutional protection, financial 

innovation can deepen the digital divide, rather than create inclusive growth (Wang & Yu, 

2025). 

 

Based on these theoretical views, this review is advanced a conceptual mechanism proposed 

for solving the voids in the literature. It is suggested in the review that the linkage between 

financial innovation and sustainable growth might be a sequential process. In particular, 

financial innovation can fail to have a direct or automatic correlation to economic growth. The 

impact of technological advancement on inclusive outcomes is more likely when combined 

with users' digital capacities, and supportive institutional governance. These can have an 

impact on the role of financial innovation in financial inclusion. Financial inclusion, in turn, 

can help to promote equitable and broad-based socioeconomic development. 

 

Thematic Review of Literature 

 

This section does not attempt to give a chronicle or a study-by-study summary of the existing 

literature; instead, it attempts to cover the literature thematically. This approach allows 

conceptual integration between the results of the research on “Financial Technology” and 

“Economic Development”. The analysis is structured around four themes that are all 

interrelated and that reflect the central aspects of the academic discourse. First, Technological 

Drivers of Financial Access and Poverty Reduction is explored, focussing on possible ways in 

which certain digital technologies can help to decrease the barriers faced by marginalised 

groups. Secondly, it examines Macroeconomic Relationships among Innovation, Inclusion and 

Growth, in the light of reported macroeconomic implications and structural pathways in the 

empirical literature. Third, Ecosystem Constraints and Digital Divides are explored, where 
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infrastructure-related and socioeconomic constraints could be a barrier to equitable 

technological deployment. Lastly, the review assesses Institutional Governance and Regulatory 

Frameworks, examining policy strategies designed to strike a balance between financial 

innovation and consumer protection and systemic stability. The review of literature in this 

manner helps to highlight the points both similar and different and pinpoints the research gaps 

and theoretical tensions that can be explored in future studies. 

 

Theme 1: Technological Drivers of Financial Accessibility and Poverty Alleviation 

 

Technological innovation can help expand access to financial services and can help reduce 

poverty and social empowerment. It is suggested in the literature that digital finance, 

particularly mobile technology and e-banking could help reduce infrastructure-related and 

geographic barriers that have traditionally excluded marginalised groups from accessing the 

formal financial system. Frugal innovations like simple mobile money systems and agent 

banking networks can help reach the unbanked population with formal financial services, 

especially in low- and middle-income countries (Chu, 2018; Jain, Kumar, & Alam, 2026; Slade, 

2024). The technologies could also contribute to the ability of vulnerable households to save, 

make transfers and access basic credit at lower transaction costs and at a scale and resource 

utilization that make them efficient. This may contribute towards poverty reduction objectives 

(Satpathy et al., 2024; Suhrab, Pinglu, & Qian, 2024). 

 

Yet although the general idea of the use of digital tools in this field is well understood, scientific 

research varies in terms of which technologies might have the highest socio-economic impact. 

Advanced technologies, including artificial intelligence (AI), big data, and blockchain, are 

another strand of research that is identified as a potential source of access; decentralised 

systems and algorithmic credit scoring could be used to tackle information asymmetries faced 

by micro-borrowers (Ganesan Alias et al., 2025; Wang & Yu, 2025). Other studies, however, 

indicate that among the poorest, advanced FinTech services might still be unavailable. The 

emphasis of the studies is that basic mobile banking and adapted microfinance services could 

prove to be more accessible pathways to inclusion in South Asian countries (Kabir, 2022; 

Qamruzzaman & Jianguo, 2017). The differences in results suggest that technological 

appropriateness is only context specific as far as the basic digital literacy of the target 

population and its existing infrastructure. 

 

In particular, the literature often confusingly equates access to digital services with their 

meaningful use in relation to financial services. Technological tools can open avenues to 

access, but access does not necessarily result in sustained wealth creation or long-term poverty 

reduction (Rybakovas & Zigiene, 2022). There is a gap in measuring the transition from one to 

another type of potentially transformative products, such as from the basic transaction to the 

micro-insurance and entrepreneurial credit products, for vulnerable populations. This 

distinction is relevant for this narrative review, as technological deployment can foster 

inclusive growth without financial capability and consumer trust. 

 

Theme 2: The Macroeconomic Nexus of Innovation, Inclusion, and Growth 

 

On the macroeconomic level, the relationships between financial innovation, financial 

inclusion and broad-based economic development are explored in contemporary literature. 

Empirical research finds correlations between financial-technology development, economic 

growth, domestic savings mobilization, capital-allocation efficiency and income inequality. 
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Even though evidence from regional areas such as ASEAN and Southern African Development 

Community (SADC) countries reveals that some studies have shown positive long-term 

relationships between financial-sector modernisation and macroeconomic indicators (Bara, 

Mugano, & Le Roux, 2016; Wong, Badeeb, & Philip, 2023). Moreover, country case studies, 

among which one on Morocco and China, indicate a possible role of digital financial 

ecosystems to foster inclusive economic growth in emerging markets (El Haddad, Idrissi & 

Habachi, 2024; Guo et al., 2024). 

 

However, there are varying estimates as to the route the expansion of macroeconomic activity 

takes. Some researchers propose a direct pathway for technological innovation to support 

economic growth by enabling the creation of new industries and operating efficiencies 

(Otekunrin, Chinoda, & Matowanyika, 2021); others propose a mediated pathway. In this way, 

the macroeconomic impact of financial innovation would depend on its ability to expand 

financial inclusion, and financial inclusion could serve as a channel to link financial 

technological capability with economic development (Domeher, Konadu-Yiadom, & Aawaar, 

2022). Moreover, there is differential sectoral evidence across studies, with some studies 

showing greater links with urban macroeconomic indicators while others emphasising rural 

agricultural changes as being important for equitable growth (Monga & Sharma, 2026). 

 

This theoretical mismatch suggests the need for a rethinking of the national analysis, as the 

information available will be aggregated and can mask economic disparities at the micro level. 

Researchers are likely to miss the local and heterogeneous impacts of digital finance on 

different subgroups of the population, e.g. rural social enterprises or female-led micro-

businesses (Corrado & Corrado, 2017). Another purpose of this review is to explore how 

macro-level and micro-level evidence relate to one another, and to emphasize the benefit and 

need for future research with granular impact evaluations to determine if financial innovation 

expands opportunities for wealth creation or to those already well-off. 

 

Theme 3: Ecosystem Constraints and the Digital Divide 

 

The literature highlights possible benefits of FinTech, but a handful of studies focus on 

constraints in the FinTech ecosystem that can constrain its inclusive nature. Increasingly 

scholars have recorded digital divides, which occurs when the financial services industry is 

digitized, thereby benefiting the digitally literate urban population, while leaving vulnerable 

populations with less technological capability behind (Liu, Dong, & Peng, 2025; Suhrab, 

Pinglu, & Qian, 2024). Poor broadband infrastructure, algorithmic bias within AI-based models 

of credit assessment and low digital financial literacy can cause significant access constraints. 

Thus, if no socioeconomic measures are implemented to address these issues, the deployment 

of digital-finance may exacerbate the existing socioeconomic disparities to as many as include 

a digital-finance literacy gap, price of digital devices, broadband infrastructure, and digital trust 

and access inequities (Khatoon et al., 2026; Valencia et al., 2021). 

 

Researchers have various opinions on the goals and implementation of today's financial-

technology ecosystems. Market-driven innovation could help marginalised groups by enabling 

social enterprises and minimizing the obstacles to small business creation (Dutta, Kataria, & 

Dhaundiyal, 2026; Mbayo & Rajula, 2025). On the other hand, critical analyses argue that the 

goal of financial inclusion can be put behind the business. The current system may focus too 

little on the multiple and low-yield nature of poverty reduction, leading to a potentially 

disconnect between inclusion goals and outcomes (Mehrotra, 2019; Mehrotra, 2023). 
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This dichotomy highlights an empirical gap related to the unintended consequences of digital 

financial integration over the longer term. There is a lack of comprehensive impact studies that 

have investigated the socio-economic mobility of the marginalised users over a longer time 

period as opposed to shorter adoption cycles, in the literature. This review aims to explain 

financial innovation through these ecosystem constraints to place it in context, not as a panacea, 

but rather a tool that could be impacted by the broader ecosystem it is deployed in. 

 

Theme 4: Institutional Governance and Regulatory Frameworks 

 

The emergence of financial innovations has led to a rethinking of institutional governance and 

regulation. The literature also indicates that public institutions have a specific role in supporting 

innovation in the context of inclusive finance, with the ability to adequately safeguard 

consumer interests, which could influence inclusive-finance outcomes (Evangeline, 2025; 

Salampasis & Mention, 2018). Recent scholarship on regulation of FinTech sandboxes refers 

to them as regulated testing grounds where FinTech companies can test products without 

necessarily losing regulatory control and, ultimately, risk, while promoting innovation (e.g., 

Goel, 2023; Serwanga, 2024). The governance issue could be a trade-off between data privacy, 

algorithmic transparency and macroeconomic stability from decentralised and cross-border 

financial technologies (Wang & Yu, 2025). 

 

Although there is a general consensus on the need for new governance, research varies on the 

extent to which the regulation should be tight. This view, from the institutional economics 

school of thought, contends that too much regulation and compliance can stifle flexibility, 

particularly in serving the poor. In this sense, deepening economic freedom and reducing 

regulation could lead to financial innovation (Su & Si, 2015). Other studies warn of regulatory 

laxity, however. They believe that marginalised consumers could be susceptible to predatory 

digital lending and data exploitation practices, justifying proactive regulatory regulation, 

especially in the ethical application of big data and AI in credit decisions (Das, Mallick, & Das, 

2025; Xie, 2021). 

 

This regulatory tension suggests a lack of information on the best possible design of adaptive, 

inter-jurisdictional policy models. There is a disorganized regulatory environment in the 

literature, where policy decisions may be responsive rather than anticipatory, and may be made 

based on technological advancements instead of for inclusion. These tensions in the regulatory 

context may have implications for future progress in relation to the overall objective of the 

review. The contribution of financial innovation to inclusive growth might be restricted if there 

are no policy approaches that are coherent and backed by evidence. Relationships among these 

themes are presented in Figure 1. 
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Figure 1: Thematic Review of Literature 

 

Critical Discussion 

 

This section builds on the financial innovation and inclusive growth theme by moving from 

description to critical analysis of the current literature. By considering the complexities and 

theoretical tensions in this area under four analytical dimensions, the discussion will highlight 

the important issues. The discussion will focus on the important issues by considering the 

complexities and theoretical tensions in this area under four analytical dimensions. First, it 

reviews the shared consensus in the literature on potential benefits of the digital finance. 

Second, it considers issues of contention and dissonance. Thirdly, it signals empirical and 

methodological gaps in the research of the long-term socioeconomic outcomes. Lastly, it 

provides suggestions for future research and institutional policymaking. 

 

Agreements in the Literature 

 

The literature shows that there is consensus that financial innovation can lower the barriers to 

economic participation. Overall, digital financial technologies, specifically mobile money, e-

banking and agent networks, are likely to help increase access to financial services for 

marginalised and unbanked people, especially in emerging economies (Chu, 2018; Jain, 

Kumar, & Alam, 2026; Kabir, 2022). Research indicates that these technologies can lower 

transaction costs and overcome infrastructure challenges, allowing vulnerable households to 

save, handle remittances and access basic credit, amongst others (Satpathy et al., 2024; Slade, 

2024). Additionally, certain macro-level econometric studies report positive relationships 

between the integration of these technologies, economic growth and poverty-related outcomes, 

which imply that FinTech can make a contribution to development-related outcomes in 

different regional contexts (Bara, Mugano, & Le Roux, 2016; Guo et al., 2024). 
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These overlaps, however, need to be critically examined as some interpretations may be along 

the lines that technological deployment automatically leads to economic empowerment. The 

literature also recognizes that digital tools create opportunities for inclusion, but a shift from 

transactional to sustained improvement in economic wellbeing could be confused (Corrado & 

Corrado, 2017). This focus can ignore the qualitative aspects of the use of financial services, 

neglecting to account for differences between short-term financial-service consumption 

smoothing and entrepreneurial investment (Rybakovas & Zigiene, 2022). The theoretical 

relevance of this mass of work is that it offers a foundation to consider the relationship between 

finance and growth but can be conducive to the narrow definition of inclusive growth, if 

account ownership is equated to structural economic inclusion. 

 

Disagreements 

 

Even with this common ground, there are theoretical and empirical gaps on how financial 

innovation can be linked to inclusive growth. One of the main conflicts is between those who 

believe in direct and those who believe in indirect macroeconomic effects of technology. Other 

researchers propose that financial innovation can have a 'direct' effect on economic growth by 

creating new sectors and efficiencies of operations (Otekunrin, Chinoda, & Matowanyika, 

2021) while some others hold that financial innovation can have a 'direct' effect on economic 

growth, through the impact on financial inclusion, which may be a mediator (Domeher, 

Konadu-Yiadom, & Aawaar, 2022). Additionally, studies vary with regard to their perspectives 

on ecosystem governance. Financial technologies (FTs) are an emerging field of discussion for 

institutional economists, who often suggest that increased economic freedom and reduced 

regulatory stringency will promote the growth of FTs (Su & Si, 2015). Other academics, 

however, believe that more proactive regulation of the market could help mitigate the risks of 

predatory lending and improper use of consumer data (Das, Mallick, & Das, 2025; Wang & 

Yu, 2025). 

 

These differences in structure represent theoretical and methodological differences in the field. 

The controversy around direct versus mediated growth mechanisms could lead to using 

different measurement standards for macroeconomic results. This regulatory debate also 

signals a conflict between a market-based view of FinTech that focuses on its social benefits 

(Mbayo & Rajula, 2025) and critical socioeconomic perspectives that suggest the limited 

attention on inclusion and commercial practices (Mehrotra, 2019; Mehrotra, 2023). This 

tension implies a mismatch between existing models of financial innovation and the tension 

between these conflicting goals. Lack of an integrated theoretical framework can make the 

evidence harder to interpret and may make it difficult to design approaches to protecting low-

income consumers in the policy arena. 

 

Gaps 

 

Although the link between financial technology and economic development has been 

thoroughly studied, a significant gap in theory exists because the available literature either fails 

to simultaneously incorporate financial innovation, financial capacity, and institutional 

governance or is not inclusive. The literature is heavily weighted towards cross-sectional 

information by country, which can target the deployment of technology without considering its 

socioeconomic and regulatory environment (Monga & Sharma, 2026; Wong, Badeeb, & Philip, 

2023). Most of these three are studied individually, where the use of digital finance is explored 

without considering the necessary digital capabilities or regulatory setups for its proper 
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management (Liu et al., 2025). The separation can create a lack of theorisation at the micro-

level mechanisms of digital exclusion. The role of financial innovation in achieving equitable 

growth could be contingent on users' digital skills and institutions' ability to offer adequate 

governance, consumer protection, and the like. 

 

Theoretical development and usefulness of literature may be limited due to these omissions. 

The literature has not been able to link macro-level and micro-level evidence, leaving the 

distributional effects on vulnerable groups, such as rural females, and ethnic minorities, under-

researched. There is a lack of research that examines the technology's life cycle, which might 

not capture the changing nature of digital exclusion (Suhrab et al., 2024). In sum, existing 

academic models could be incomplete, since they capture the start of IF but not necessarily the 

sustainability and equitable distribution of inclusive finance, and therefore evidence is limited 

to support specific socioeconomic interventions. 

 

Implications 

 

Themes and literature critique/analysis have implications for research and institutional policies. 

Theoretically, based on the results, a new axis of financial innovation and equitable 

socioeconomic development can be added to the relationship between finance–growth 

perspectives and the potential role of digital capability, adaptive governance and financial 

inclusion. According to the results, it is theoretically possible to extend the perspectives of the 

relationship between financial innovation and equitable socioeconomic development to the role 

of digital capability, adaptive governance and financial inclusion. Longitudinal and mixed-

methods study designs are desired to explore the links between aggregate macroeconomic 

patterns and experiences of local and demographic-specific patterns. From a practical 

perspective, the literature indicates that the introduction of financial technology, driven by 

market forces, may not be enough to promote inclusive growth and may even increase 

inequalities in certain contexts (Valencia et al., 2021). Public institutions should consequently 

take a more proactive and adaptive approach to regulation, such as regulatory sandboxes, where 

appropriate, which aim at achieving a balance between innovation and consumers protection 

(Goel, 2023; Serwanga, 2024). 

 

What is bigger picture is that financial innovation is not an independent factor for equitable 

development but depends on the context. Algorithm transparency and infrastructure limitations, 

along with inadequate institutional governance of inclusion, can create the potential for 

FinTech to bring to life the same financial exclusion patterns seen in traditional financial 

systems (Wang & Yu, 2025; Xie, 2021). The translation of technological capacity into 

widespread economic returns can only be realised with an interdisciplinary strategy that 

integrates financial-modernisation strategies with the right socio-economic support systems. 

This may help build the capacity of financial innovation to support poverty alleviation and 

equity growth. 

 

Recommendations and Future Directions 

 

Recommendations for Practice 

 

Practitioners and the FinTech developers could think about building user-centred, frugal 

innovations that fit the socio-economic situation and digital-literacy of marginalised people. 

Developers could concentrate on scalable, cost-effective approaches like developing simplified 
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mobile-banking interfaces and establishing agent networks, which might be more viable for 

initial entry barriers facing the poorest consumers, instead of promoting technologies that are 

resource-hungry and possibly not accessible to them (Jain, Kumar, & Alam, 2026; Slade, 2024). 

Moreover, financial-service providers might have to sacrifice high-margin middle-class urban 

markets for financial-inclusion goals (Mehrotra, 2019). 

 

There is scope to utilize alternative data and artificial intelligence (AI) in credit-scoring 

processes when supporting micro, small and medium-sized enterprises (MSMEs) and social 

entrepreneurs in an appropriate manner. These should involve steps to detect and redress past 

bias, minimise information asymmetries in transactions for borrowers who are not served well, 

and guard against predatory lending (Mbayo & Rajula, 2025; Ganesan Alias et al., 2025). 

Issuing credit cards with access points and encouraging financial capability learning would 

need to be taken beyond this, as vulnerable users may need financial-innovation 

implementation to help them operate with existing technologies and to acquire the skills needed 

to help them make their finances more resilient over time. 

 

Recommendations for Policy or Organizational Use  

 

For regulating the potential contribution of financial innovation to equitable macro-economic 

growth, policy makers and regulators may want to consider more proactive and adaptive 

regulation. As appropriate, financial authorities can offer the use of regulatory sandboxes that 

can offer a conducive and controlled setting for FinTech businesses to test financial products 

under regulatory oversight. These are frameworks that could allow regulators to monitor new 

risks and consumer-protection concerns, and help with product testing (Evangeline, 2025; 

Serwanga, 2024). 

 

Also, elementary digital infrastructure and financial literacy could be given policy priority by 

public sector strategies. To solve the digital divides and mitigate the potential for digital 

exclusion among rural and low-income populations due to rapid digitisation, policymakers can 

invest in broadband expansion and digital-education programmes. Policymakers can invest in 

broadband expansion and digital-education programmes to address digital divides and reduce 

the risk of further digital exclusion among rural and low-income populations, because of rapid 

digitisation (Liu, Dong, & Peng, 2025; Suhrab, Pinglu, & Qian, 2024). Lastly, cross-

jurisdictional solutions for data privacy and consumer safeguards might be required for 

decentralised financial systems (DFE) (Khatoon et al., 2026; Wang & Yu, 2025). 

 

Future Research Directions  

 

Future research could enhance the theory and empirical literature on this topic by combining 

micro-level with macroeconomic measures. Longitudinal studies can be employed in the study 

of the socioeconomic mobility of the marginalised FinTech users over longer period. This kind 

of study can contribute to the measurement of whether technological access results in long-

term increases in asset acquisition, a decrease in poverty and income inequality (Monga & 

Sharma, 2026; Wong, Badeeb & Philip, 2023). 

 

Moreover, the use of mixed methods could help answer vital research questions, such as the 

extent to which financial inclusion is a mediator in the link between financial innovation and 

growth, especially in different cultural and regulatory environments (Domeher, Konadu-

Yiadom, & Aawaar, 2022). Future research may also consider potential long-term constraints 
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for ecosystems related to new technologies, such as the externalities of the use of big data and 

blockchain in the socioeconomic domain. The study of both theory and practice helps address 

these empirical gaps, which may shift the academic discussion from theory to assessing the 

equitable implementation of inclusive finance in practice (Xie, 2021). 

 

Conclusion and Limitations 

 

Conclusion 

 

Financial innovation has changed the way access to financial services could contribute to 

inclusive economic growth, providing instruments that could expand access to capital to 

historically marginalised groups (Kabir, 2022; Rybakovas & Zigiene, 2022). But this review 

indicates that technological progress does not always translate into poverty alleviation, and that 

the effects of technological progress are not necessarily equally beneficial to all groups. It is 

not only the case that financial innovation is a key enabler of inclusion, but also that financial 

innovation might be more conducive to equitable and inclusive outcomes when the users have 

relevant digital skills, and the institutions offer suitable governance and consumer protection. 

If not properly supported by ecosystems, the introduction of FinTech can deepen the 

socioeconomic inequalities already present, as well as create new forms of financial exclusion 

in digital environments (Liu, Dong & Peng, 2025; Mehrotra, 2023). 

 

This review offers a conceptual synthesis of the literature that addresses related issues through 

various strands and a synthesis of views that highlight opportunities for technology and threats 

to regulations. This paper uses reported macroeconomic relationships in addition to ecosystem 

constraints to create a framework for evaluating the potential for the financial system to provide 

societal benefit in addition to institutional efficiency. Looking forward, with new technologies 

like AI and decentralised finance hitting the scene, policymakers, academics and developers 

should reflect on the ways in which ethical inclusion can be integrated into technological 

systems. The benefits of financial innovation can be measured in terms of its ability to 

contribute to inclusive and resilient economic results. 

 

Limitations 

 

Although this review draws together the literature identified, a number of methodological 

limitations should be noted. First, the literature search was limited to those that appeared in the 

Scopus database and those published from 2010 to August 2026. Relevant empirical studies 

and/or policy analyses not included in other databases, published in languages other than 

English and grey literature were not included. In addition, the literature reviewed has 

conceptual overlaps and sectorial imbalance because terms like “FinTech”, “digital finance” 

and “inclusive innovation” could be applied to various socioeconomic contexts without any 

distinction, making comparative analysis difficult (Wong, Badeeb, & Philip, 2023). 

Furthermore, the reviewed studies might focus on emerging-market contexts, such as South 

Asian and African countries, and could, therefore, not easily be generalised to other settings. 

Finally, limitations inherent in the narrative-review methodology should also be recognised. 

Narrative reviews are interpretative, rather than systematic reviews, which tend to be done 

using fixed methods and transparent criteria to minimize selection bias, or meta-analyses, 

which statistically pool compatible quantitative findings. They might use the author's judgment 

to a significant degree when organising, prioritising and synthesising thematic patterns. This 

can be beneficial for conceptual integration and theory building within a complex and rapidly 
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changing field like financial technology but may be prone to interpretation and selection bias. 

Hence, the themes and implications described in this manuscript are conceptual in nature, and 

do not exhaustively or statistically represent a synthesis and should be interpreted with this in 

mind, highlighting the need for future systematic reviews and empirical studies. 
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