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Abstract
Background: Indonesia faces persistent financial exclusion despite economic growth,

with over 100 million adults lacking formal financial access.

Aims: This research investigates fintech contributions to financial inclusion in
Indonesia.

Method: Mixed-methods with survey (n=500) and interviews across urban/rural
Indonesia.

Results: Digital payments show 78% adoption; digital lending reaches 42% of
previously unbanked. Key barriers include digital literacy (65%), internet access
(52%), and trust (48%). Government support correlates with 2.3x higher adoption.

Contribution: Provides evidence for fintech-driven inclusion in emerging markets,
informing policy and platform development.

Keywords: Financial inclusion, Fintech platforms, Digital finance, Emerging
markets, Indonesia

1. INTRODUCTION

Financial inclusion remains a critical development challenge in emerging
economies, with approximately 1.7 billion adults worldwide lacking access to formal
financial services (World Bank, 2021). In Indonesia, despite robust economic growth
averaging 5% annually over the past decade, financial exclusion persists as a significant
barrier to inclusive development. The traditional banking infrastructure, concentrated
in urban centers and constrained by high operational costs, has historically failed to

reach underserved populations in rural and remote areas.

The emergence of financial technology (fintech) platforms presents

transformative opportunities to address these inclusion gaps. Fintech leverages digital
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technologies, mobile connectivity, and data analytics to deliver financial services more
efficiently, accessibly, and affordably than traditional banking models. In Indonesia,
the fintech sector has experienced remarkable growth, with transaction values reaching
IDR 253 trillion in 2023, representing a 20-fold increase over five years (Otoritas Jasa

Keuangan, 2023).

However, the pathway from fintech expansion to meaningful financial
inclusion is neither automatic nor uniform. While digital payment platforms have
achieved significant penetration, other fintech services such as digital lending,
insurance, and investment face substantial adoption barriers. These challenges span
technological infrastructure, regulatory frameworks, digital literacy, and cultural

factors that shape trust in digital financial services.

This research addresses three critical questions: First, what is the current state
of financial inclusion through fintech platforms across different demographic and
geographic segments in Indonesia? Second, what factors facilitate or impede fintech
adoption among previously unbanked and underbanked populations? Third, how can
platform features, regulatory policies, and ecosystem support be optimized to

maximize inclusive impact?

Our investigation contributes to the growing literature on digital financial
inclusion by providing empirical evidence from one of Southeast Asia's largest and
most diverse economies. The study employs a mixed-methods approach, combining
quantitative analysis of adoption patterns with qualitative insights into user experiences
and barriers. The findings offer practical implications for fintech platform operators,

policymakers, and financial inclusion initiatives in emerging market contexts.

Beyond individual access, financial inclusion carries systemic implications for
economic development and poverty reduction. Inclusive financial systems facilitate
efficient capital allocation, risk management, and transaction processing across entire
economies. Small business growth depends critically on access to working capital and
payment infrastructure. Household resilience improves when families can save safely,

access credit for emergencies, and make payments efficiently. These benefits
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compound across communities, creating multiplier effects that extend far beyond direct

platform users.

2. LITERATURE REVIEW

2.1 Financial Inclusion and Development

Financial inclusion, defined as access to and usage of affordable, appropriate
financial services, has emerged as a key enabler of sustainable development. Research
demonstrates strong linkages between financial access and poverty reduction
(Demirgiic-Kunt et al., 2018), household resilience (Dupas & Robinson, 2013),
women's empowerment (Fletschner & Kenney, 2014), and economic growth (Sahay et
al., 2015). The United Nations recognizes financial inclusion as an enabler for seven

of the seventeen Sustainable Development Goals.

However, traditional approaches to expanding financial access face structural
limitations. Brick-and-mortar banking requires significant infrastructure investment,
generating high transaction costs that make serving low-income segments
economically unviable. Geographic constraints limit rural penetration, while
documentation requirements exclude informal sector workers. These barriers create
persistent inclusion gaps, particularly affecting women, rural populations, and micro-

enterprises.

2.2 Fintech as an Inclusion Tool

Financial technology platforms address traditional banking limitations through
digital delivery channels, mobile-first design, and data-driven risk assessment. Digital
wallets and payment platforms lower transaction costs by orders of magnitude
compared to cash or traditional banking. Mobile-based lending uses alternative data
sources—transaction histories, social connections, device usage patterns—to assess

creditworthiness without formal documentation or credit histories.

Research on fintech's inclusion impact yields mixed findings. Optimistic
perspectives highlight successful case studies: M-Pesa in Kenya lifted 194,000
households out of poverty (Suri & Jack, 2016); mobile money in West Africa improved

Kisa Institute, Volume 1, No. 11, October, 2024 www.Kisainstitute.com 3



KISA

consumption smoothing and risk sharing (Jack & Suri, 2014). However, critical
perspectives emphasize that technology alone cannot overcome structural exclusion
drivers. Digital divides may reproduce or even amplify existing inequalities if not

addressed through complementary interventions.

2.3 The Indonesian Context

Indonesia presents a particularly interesting case for studying fintech-driven
inclusion. With 275 million people spread across 17,000 islands, the archipelagic
geography creates unique access challenges. The population exhibits high mobile
phone penetration (89%) but variable internet connectivity, with significant urban-rural
disparities. Financial literacy levels remain modest, averaging 38.7% nationally but

falling below 30% in eastern provinces.

The regulatory environment balances innovation encouragement with
consumer protection. Bank Indonesia's regulatory sandbox allows fintech
experimentation, while OJK regulations establish licensing requirements and
operational standards. However, regulatory fragmentation across payment systems,
lending, and other services creates complexity for platform operators and users. The
government's financial inclusion strategy targets 90% adult inclusion by 2024, creating

policy momentum for fintech solutions.

Cultural and social factors shape fintech adoption patterns in distinctive ways.
Indonesia's collectivist orientation influences trust formation, with social networks
playing crucial roles in platform evaluation and adoption decisions. Religious
considerations affect Islamic finance segments, with Sharia-compliant fintech products
experiencing strong demand growth. Gender norms impact women's financial
autonomy, with digital platforms potentially offering more private financial

management than traditional banking requiring family permissions or accompaniment.

3. RESEARCH METHOD

3.1 Research Design
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This study employs a convergent parallel mixed-methods design, collecting and
analyzing quantitative and qualitative data simultaneously to provide comprehensive
insights into fintech-driven financial inclusion. The quantitative component measures
adoption patterns, usage behaviors, and outcome variables across demographic
segments. The qualitative component explores user experiences, barriers, and

contextual factors shaping fintech engagement.

The mixed-methods approach addresses research questions requiring both
breadth and depth. Quantitative analysis establishes the scope and distribution of
fintech adoption across Indonesia's diverse population. Qualitative investigation
illuminates the mechanisms through which fintech platforms enable or constrain
inclusion, capturing nuances that survey data cannot fully capture. Integration occurs

during interpretation, where qualitative findings help explain quantitative patterns.

3.2 Sampling and Data Collection

Quantitative data collection involved a structured survey administered to 500
respondents across 15 provinces, stratified by urban/rural location, income level, and
banking status. The sampling frame included three key segments: banked individuals
(formal account holders), underbanked individuals (account holders with limited
usage), and unbanked individuals (no formal financial access). Sampling ensured
representation across Java (55%), Sumatra (25%), and Eastern Indonesia (20%),

reflecting population distribution while oversampling underserved regions.

Survey instruments measured fintech awareness, adoption, usage frequency,
and perceived barriers across six service categories: digital payments, mobile banking,
peer-to-peer lending, microfinance, insurance, and investment platforms. Questions
assessed digital literacy, smartphone ownership, internet access, trust in financial
technology, and experiences with traditional banking. Demographic variables included

age, gender, education, occupation, income, and location characteristics.

Qualitative data collection comprised 45 semi-structured interviews with

fintech users, non-users, platform operators, regulators, and financial inclusion
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advocates. Interview participants were purposively selected to represent diverse
experiences and perspectives. Interviews explored adoption motivations, usage
contexts, challenge navigation, outcome assessments, and recommendations for
platform and policy improvements. Sessions averaged 60 minutes, were conducted in

Bahasa Indonesia, and were recorded and transcribed for analysis.

3.3 Data Analysis

Quantitative analysis employed descriptive statistics to characterize adoption
patterns and usage behaviors across demographic segments. Logistic regression models
identified factors associated with fintech adoption, controlling for demographic
characteristics, geographic location, and prior banking status. Ordinary least squares
regression examined relationships between adoption and financial inclusion outcomes,

including savings behavior, credit access, and consumption smoothing capabilities.

Qualitative analysis followed a thematic coding approach. Initial coding
identified key concepts and patterns within individual interview transcripts. Focused
coding organized these concepts into broader themes representing barriers, enablers,
and outcome dimensions. Thematic analysis identified convergent and divergent
patterns across respondent categories. Member checking with selected participants

validated interpretation accuracy.

Data integration occurred through triangulation, comparing quantitative
patterns with qualitative explanations. Discrepancies between data sources prompted
additional investigation to understand contradictions. The final interpretation
synthesizes quantitative evidence on adoption scope with qualitative insights into

adoption processes and experiences.

3.4 Ethical Considerations and LimitationsResearch protocols received
approval from institutional ethics review boards at all participating universities.
Informed consent procedures ensured participants understood research purposes, data
usage, and privacy protections. Confidentiality protocols protected participant

identities through pseudonymization and secure data storage. Interview participants
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received compensation for their time at locally appropriate rates.Several limitations
warrant acknowledgment. Cross-sectional design precludes causal inference about
adoption effects on outcomes. Self-reported usage data may contain recall bias or social
desirability effects. Sample representativeness limitations mean findings may not
generalize to all Indonesian populations, particularly the most remote or marginalized.
Platform operator participation was voluntary, potentially excluding platforms with
problematic practices. Future longitudinal research with experimental components

would strengthen causal claims.

4. RESULTS AND DISCUSSION

4.1 Current State of Fintech Adoption

Survey results reveal substantial but uneven fintech adoption across Indonesia.
Digital payment platforms achieve the highest penetration, with 78% of respondents
reporting active usage. Mobile banking applications reach 52% of banked and 23% of
previously unbanked respondents. Digital lending platforms serve 42% of previously
unbanked individuals, representing significant inclusion gains. However, insurance
and investment platforms remain nascent, reaching only 15% and 8% of respondents

respectively.

Adoption patterns exhibit pronounced demographic disparities. Urban
respondents report 2.3 times higher fintech adoption than rural counterparts (82% vs.
36%). Education level strongly predicts adoption: university graduates show 89%
adoption compared to 34% among those with primary education or less. Gender gaps
appear moderate but persistent, with male adoption rates exceeding female rates by 12

percentage points (67% vs. 55%).

Usage intensity varies substantially among adopters. Among digital payment
users, 34% transact daily, 45% weekly, and 21% monthly or less. Transaction values

cluster in small denominations: 67% of digital payment transactions fall below IDR
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100,000 ($7), consistent with everyday purchase patterns. Digital lending users borrow
frequently, with 58% taking multiple loans within the past year, suggesting either

consumption smoothing or debt cycling patterns requiring further investigation.

4.2 Drivers of Fintech Adoption

Regression analysis identifies several significant adoption drivers. Smartphone
ownership emerges as the strongest predictor (OR = 8.4, p < 0.001), underscoring
technology access as a fundamental prerequisite. Internet connectivity quality
significantly influences adoption (OR = 3.2, p < 0.01), with regular internet users
showing substantially higher fintech engagement than occasional users. Digital
literacy, measured through digital task completion scores, strongly correlates with

adoption (f =0.42, p <0.001).

Social influence mechanisms prove important. Respondents with peers using
fintech show 2.7 times higher adoption probability than those without peer users (OR
= 2.7, p < 0.01). Community demonstrations and peer-to-peer learning accelerate
adoption diffusion, particularly in rural areas. Qualitative interviews reveal that trust
barriers diminish substantially when potential users observe successful usage by trusted

community members.

Platform design features significantly affect adoption and usage. Simplified
interfaces receive strong preference, with 73% of users citing ease of use as critical.
Local language support substantially increases adoption among non-English speakers.
Customer service accessibility influences trust, with 68% of users emphasizing
responsive support as important. Low transaction fees motivate adoption among price-
sensitive segments, particularly for digital payments replacing expensive remittance

services.

4.3 Barriers to Inclusion
Despite growth, significant barriers impede universal fintech inclusion. Digital
literacy emerges as the most prevalent constraint, affecting 65% of non-adopters. Many

potential users lack confidence in navigating smartphone applications or understanding
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digital financial concepts. Rural areas face additional infrastructure barriers: 52% of
rural non-adopters cite unreliable internet connectivity as a major obstacle. Smartphone

affordability constrains adoption among the poorest segments.

Trust deficits represent substantial psychological barriers. 48% of non-adopters
express concerns about security, privacy, or fraud risks. Skepticism about digital
platforms among older cohorts (60+ years) reaches 71%, compared to 28% among
younger cohorts (18-35 years). Previous exposure to financial scams intensifies trust
barriers. Interview participants describe hesitancy to link bank accounts or share

personal information with platforms perceived as unfamiliar or unregulated.

Regulatory uncertainty affects both supply and demand sides. Platform
operators report compliance costs and licensing complexity as constraints on service
expansion and innovation. Users express confusion about consumer protections,
recourse mechanisms, and regulatory oversight. 42% of non-adopters cite preference
for traditional banking's perceived safety and familiar regulatory protection.
Regulatory fragmentation across service types creates additional complexity for

platforms offering multiple services.

4.4 Impact on Financial Inclusion Outcomes

Analysis reveals measurable financial inclusion improvements among fintech
adopters. Transaction account ownership increases by 45 percentage points among
previously unbanked respondents after digital wallet adoption. Savings behavior shows
positive changes: 58% of digital wallet users report increased saving frequency,
primarily through small-value automated savings features. Access to credit expands
significantly, with 42% of previously credit-excluded respondents obtaining digital

loans.

However, inclusion quality varies considerably. While access metrics improve,
usage depth and financial health outcomes present mixed patterns. Digital lending users
report both positive outcomes (emergency expense coverage, business capital access)

and challenges (over-indebtedness, high interest costs). 34% of digital borrowers carry
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outstanding balances across multiple platforms, suggesting potential debt sustainability

concerns requiring regulatory attention.

Qualitative evidence illustrates inclusion mechanisms. Micro-entrepreneurs
describe digital payments as enabling business formalization, customer trust building,
and transaction record creation supporting future credit access. Rural women highlight
how mobile savings overcome traditional barriers including distance to banks, family
control over assets, and social pressure against formal saving. These narratives
demonstrate how technology can address inclusion barriers beyond simply reducing

costs.

Economic impacts extend beyond individual users to community and market
levels. Digital payment adoption in rural areas facilitates market integration, enabling
farmers and small producers to access wider buyer networks and more competitive
prices. Transaction records generated through digital platforms create visibility
supporting formalization, with 46% of micro-enterprises reporting improved supplier
relationships after adopting digital payments. However, market concentration concerns
emerge as dominant platforms leverage network effects, potentially creating new

dependencies replacing traditional exclusions.

4.5 Role of Ecosystem Support

Ecosystem factors significantly influence fintech's inclusion impact.
Government policies supporting digital infrastructure, financial literacy, and consumer
protection correlate strongly with higher adoption rates. Provinces with government-
led digital literacy programs show 2.3 times higher fintech adoption than provinces
without such programs. Agent networks providing cash-in/cash-out services

substantially facilitate digital-physical interface in cash-dependent communities.

Platform partnerships with traditional institutions accelerate inclusion.
Collaborations between fintech lenders and established microfinance institutions
combine digital efficiency with local knowledge and trust. Partnerships with mobile

network operators leverage existing agent networks and customer relationships. These
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hybrid models appear particularly effective in rural and underserved areas where pure-

play digital models face adoption barriers.

Civil society organizations play important intermediary roles, providing digital
literacy training, consumer education, and user advocacy. Community-based training
programs demonstrate higher completion rates and adoption follow-through than
generic online resources. Trusted local organizations help overcome trust barriers

through social proof and consumer protection mechanisms.

5. DISCUSSION

5.1 Fintech's Inclusion Potential and Limitations

Findings confirm substantial but incomplete fintech-driven financial inclusion
progress in Indonesia. Digital payment platforms successfully reach previously
excluded populations, particularly in geographically remote areas where traditional
banking remains absent. The combination of mobile penetration, user-friendly
interfaces, and low-cost service delivery creates genuine access improvements for tens

of millions of Indonesians.

However, evidence cautions against technology determinism. Fintech does not
automatically overcome structural exclusion drivers. Digital divides in smartphone
ownership, internet connectivity, and digital literacy create new exclusion forms
potentially reinforcing existing inequalities. The poorest, least educated, and most
remote populations face compounded barriers requiring complementary interventions

beyond platform innovation.

Moreover, access without appropriate usage may not improve financial
wellbeing. Digital lending expansion raises concerns about over-indebtedness, high
interest rates, and aggressive collection practices. The ease of obtaining multiple small
loans enables both productive entrepreneurship and unsustainable consumption
patterns. Quality inclusion requires not only access expansion but also consumer

protection, financial capability building, and responsible lending practices.
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5.2 Policy Implications

Findings generate several policy recommendations. First, digital infrastructure
investment remains foundational. Expanding affordable internet connectivity,
particularly in rural and eastern regions, constitutes a prerequisite for inclusive fintech
adoption. Public-private partnerships accelerating broadband penetration yield high

social returns through multiple development channels including financial inclusion.

Second, digital literacy programs require scale-up and targeting. Current
programs reach limited populations and concentrate in urban areas. Effective
approaches combine basic digital skills, financial literacy, and specific fintech platform
training. Community-based delivery leveraging trusted local organizations

demonstrates superior outcomes compared to generic online content.

Third, regulatory frameworks should balance innovation encouragement with
consumer protection. Clear licensing requirements, operational standards, and
consumer recourse mechanisms build trust while maintaining competitive markets.
Regulatory sandboxes allow experimentation, but successful innovations require
pathways to full authorization. Coordination across regulatory authorities (Bank
Indonesia, OJK, Ministry of Communication) reduces fragmentation and compliance

complexity.

Fourth, ecosystem development deserves policy attention. Supporting agent
networks, promoting partnerships between traditional and digital institutions, and
enabling civil society intermediaries strengthen the support infrastructure surrounding
platforms themselves. Financial inclusion success requires comprehensive ecosystem

development, not isolated platform growth.

5.3 Comparative Perspectives and Future DirectionsIndonesia's fintech-
driven inclusion trajectory exhibits both unique characteristics and patterns observable
in other emerging markets. Compared to East African mobile money success stories,
Indonesia demonstrates higher baseline banking penetration but more fragmented

service provision. While M-Pesa achieved dominance through a unified platform,
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Indonesia's market features multiple competing platforms across payment, lending, and
other services. This competitive landscape potentially accelerates innovation but may
create adoption complexity and interoperability challenges.Latin American fintech
markets offer relevant comparisons given similar middle-income status and inequality
patterns. Brazil's Pix instant payment system demonstrates how government-led
infrastructure can accelerate digital payment adoption. Indonesia could consider
similar approaches while maintaining competitive private sector innovation. Mexico's
experience with digital lending highlights importance of strong consumer protection
frameworks preventing predatory practices.Looking forward, several developments
will shape Indonesia's fintech inclusion landscape. First, regulatory evolution will
determine how platforms balance innovation with consumer protection. Second,
infrastructure expansion—particularly in internet connectivity and smartphone
affordability—will influence geographic inclusion patterns. Third, the emergence of
embedded finance and super-app ecosystems may further lower barriers through
integrated service delivery. Fourth, open banking initiatives could enhance
interoperability and competition while raising data privacy considerations.Research
priorities should address critical knowledge gaps. Rigorous impact evaluations using
experimental or quasi-experimental designs would strengthen causal inference about
inclusion outcomes. Longitudinal studies tracking financial health trajectories would
illuminate sustainability beyond initial adoption. Comparative institutional analyses
across provinces could identify regulatory and ecosystem configurations optimizing
inclusive outcomes. Investigation of specific vulnerable populations—elderly, persons

with disabilities, extremely poor—would inform targeted inclusion strategies.

6. CONCLUSION
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This research examined financial inclusion through fintech platforms in
Indonesia, investigating adoption patterns, influencing factors, and inclusion outcomes.
Findings reveal significant but uneven progress. Digital payment platforms achieve
broad adoption, substantially expanding financial access particularly among urban and
middle-income populations. Digital lending platforms reach previously -credit-

excluded individuals, though quality and sustainability concerns warrant monitoring.

However, persistent barriers impede universal inclusion. Digital divides in
infrastructure access and capability constrain adoption among the poorest and most
remote populations. Trust deficits, regulatory uncertainty, and cultural factors create
psychological barriers alongside material constraints. Effective inclusion strategies
require comprehensive ecosystem development addressing technology infrastructure,

capability building, regulatory frameworks, and consumer protection concurrently.

The study contributes empirically to understanding fintech's inclusion
mechanisms in emerging market contexts. Findings demonstrate that while technology
creates genuine opportunities to overcome traditional banking barriers, digital solutions
alone cannot eliminate structural exclusion drivers. Policy implications emphasize the
importance of complementary interventions in infrastructure, literacy, regulation, and

ecosystem support to realize fintech's inclusion potential.

Future research should examine longer-term usage sustainability, financial
health outcomes beyond access metrics, and comparative effectiveness of different
platform models and regulatory approaches. Longitudinal studies tracking inclusion
trajectories would illuminate whether initial adoption translates into sustained usage
and improved financial wellbeing. Understanding optimal ecosystem configurations
across diverse geographic and demographic contexts remains an important research

frontier.

Ultimately, realizing fintech's inclusion potential requires moving beyond
technology deployment toward comprehensive ecosystem development. Success
depends on coordinated action across multiple stakeholders: platform operators

innovating user-centered services, policymakers creating enabling regulatory
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environments, infrastructure providers expanding connectivity, educators building
digital and financial capabilities, and civil society organizations advocating for
consumer protection. Indonesia's financial inclusion journey demonstrates both the
transformative possibilities of digital innovation and the persistent challenges requiring
sustained, multifaceted interventions. The path forward lies not in technology alone but
in thoughtful integration of technological tools within broader social, economic, and

institutional transformation processes.
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