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Abstract 

The rapid growth of digital finance has significantly transformed the financial landscape, especially in 

emerging economies such as India where Micro, Small, and Medium Enterprises (MSMEs) play a crucial role 

in economic development, employment generation, and industrial expansion. This study examines the impact 

of digital finance on sustainable industry, innovation, and infrastructure development in the MSME sector, 

aligning with Sustainable Development Goal (SDG) 9 which emphasizes resilient infrastructure, sustainable 

industrialization, and innovation. Digital financial services such as mobile banking, digital payment systems, 

fintech-based lending platforms, online credit evaluation, and blockchain-enabled transactions have improved 

financial accessibility and operational efficiency for MSMEs. These technologies help reduce transaction 

costs, enhance transparency, and provide quicker access to credit, thereby supporting business sustainability 

and growth. The study develops an empirical framework to analyze how digital finance adoption influences 

sustainable development outcomes among MSMEs. A quantitative research design is adopted, where primary 

data collected from MSME owners and managers is analyzed using statistical techniques, particularly 

regression analysis, to examine the relationship between digital finance adoption and MSME performance 

indicators. The independent variable of digital finance adoption is assessed against dependent variables such 

as sustainable industrial growth, innovation capability, and infrastructure development. The findings are 

expected to reveal a positive relationship between digital finance usage and MSME performance, including 

increased productivity, improved access to green technologies, enhanced digital infrastructure, and stronger 

innovation capabilities. The study contributes to existing literature by integrating digital finance and 

sustainability perspectives within the MSME sector. It also offers policy implications for governments, 

financial institutions, and fintech companies to strengthen digital financial ecosystems and promote 

sustainable industrial development. 
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1. Introduction  

Micro, Small, and Medium Enterprises (MSMEs) 

play a vital role in economic development by 

generating employment, fostering innovation, and 

contributing significantly to GDP. However, access 

to financial resources has long been a major challenge 

for MSMEs. Traditional banking systems often 

impose strict lending criteria, making it difficult for 

small enterprises to obtain funding. Digital finance 

has emerged as a powerful solution to address these 

challenges. Digital financial services such as mobile 

banking, fintech lending platforms, digital wallets, 

and online payment systems provide MSMEs with 

easier and faster access to financial resources. In 

recent years, governments and financial institutions 
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have increasingly promoted digital finance as a 

means to enhance financial inclusion and support 

sustainable economic development. Digital finance 

enables MSMEs to invest in modern technologies, 

improve infrastructure, and adopt innovative 

business practices. This transformation aligns with 

global sustainable development goals, particularly 

those focusing on industry, innovation, and 

infrastructure. This study aims to examine how 

digital finance influences sustainable industrial 

growth, innovation, and infrastructure development 

within the MSME sector. 

2. Review of Literature 

Patel (2023) examined the role of digital financial 

inclusion in promoting industrial growth in emerging 

economies. The study found that access to digital 

financial services enhances business expansion, 

improves financial management, and increases 

productivity among small enterprises. The research 

emphasized that digital finance enables MSMEs to 

access quick financing, which supports investment in 

innovation and infrastructure development. The 

study concluded that digital financial inclusion is an 

important driver of sustainable industrial 

development. Hassan, Ali, and Khan (2022) analyzed 

the relationship between digital finance and 

sustainable development. The study highlighted that 

digital financial services facilitate investments in 

environmentally sustainable technologies and 

improve resource efficiency within organizations. 

The authors observed that digital finance also helps 

firms adopt green practices by providing access to 

funding for sustainable infrastructure and innovation 

projects. Singh and Sharma (2022) examined the 

impact of digital transformation on the MSME sector. 

Their findings indicated that the adoption of digital 

technologies significantly improves productivity, 

competitiveness, and operational efficiency among 

MSMEs. The study emphasized that digital financial 

services support MSMEs by simplifying financial 

transactions and enabling easier access to credit. 

Kshetri (2021) explored the role of digital 

technologies in transforming business operations and 

financial systems. The study highlighted that digital 

finance enables firms to streamline financial 

activities, improve transparency, and enhance 

operational efficiency. The research also emphasized 

that fintech platforms contribute to innovation by 

enabling businesses to adopt modern technologies 

and digital infrastructure. Banna, Hassan, and Ahmad 

(2021) investigated the impact of fintech adoption on 

business performance. Their study revealed that 

fintech services significantly improve operational 

efficiency, financial accessibility, and innovation in 

small enterprises. The authors concluded that digital 

financial technologies play an important role in 

strengthening the competitiveness and sustainability 

of SMEs. OECD (2021) report emphasized that 

digital finance is a key driver of economic 

development and financial inclusion. According to 

the report, digital financial services improve access to 

capital and enable small businesses to invest in 

infrastructure and technological innovation. The 

report also suggested that governments should 

strengthen digital infrastructure and regulatory 

frameworks to maximize the benefits of fintech 

adoption. Mishra and Singh (2020) studied the role of 

digital lending platforms in MSME financing. The 

study found that fintech-based lending systems 

provide faster and more flexible credit access for 

small enterprises compared to traditional banking 

systems. The authors highlighted that digital lending 

platforms utilize alternative credit evaluation 

methods, which allow MSMEs with limited financial 

history to access funding. Gupta (2020) analyzed the 

impact of digital payment systems on business 

efficiency. The study reported that digital payments 

enhance financial transparency, reduce operational 

costs, and improve financial record management in 

businesses. The research also indicated that digital 

payment adoption helps MSMEs improve their 

operational efficiency and customer satisfaction. Li, 

Wu, and Wang (2020) examined the relationship 

between fintech adoption and SME productivity. The 

study found that fintech services significantly reduce 

financial constraints faced by small enterprises and 

improve operational efficiency. The authors 

concluded that fintech platforms play an important 

role in promoting business growth and innovation. 

Chen and Wu (2019) investigated the influence of 

digital financial services on technological innovation 

in SMEs. The research revealed that access to digital 
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financial platforms enables firms to invest in research 

and development activities[7]. The study emphasized 

that digital finance plays a key role in promoting 

innovation and technological advancement in small 

businesses. Gomber, Koch, and Siering (2018) 

examined the evolution of fintech innovations and 

their impact on financial service delivery. The study 

identified several technological developments, 

including artificial intelligence and blockchain 

technology, that are transforming financial systems. 

The authors highlighted that fintech platforms 

improve financial accessibility and efficiency for 

businesses. Ozili (2018) explored the impact of 

digital finance on financial inclusion and economic 

growth. The study found that digital financial 

services reduce transaction costs and enhance 

financial accessibility for individuals and businesses. 

The research concluded that digital finance 

contributes significantly to economic development 

by improving financial efficiency[5]. Lee and Shin 

(2018) analyzed the fintech ecosystem and its role in 

promoting innovation in financial services. The study 

highlighted that fintech platforms enable businesses 

to access financial resources more efficiently. The 

authors concluded that fintech innovations are key 

drivers of technological development and digital 

transformation in modern economies. Demirgüç-

Kunt, Klapper, Singer, Ansar, and Hess (2018) 

developed the Global Findex Database to measure 

financial inclusion across countries. Their research 

showed that digital financial services such as mobile 

banking and online payments significantly increase 

financial inclusion. The study also noted that 

improved financial access encourages 

entrepreneurship and business expansion[3]. Arner, 

Barberis, and Buckley (2017) examined the rise of 

fintech and its impact on global financial systems. 

The study highlighted that fintech innovations such 

as peer-to-peer lending and digital payment platforms 

provide alternative funding opportunities for small 

businesses. The authors emphasized that fintech has 

the potential to transform traditional financial 

systems and improve access to capital for MSMEs. 

Beck, Demirgüç-Kunt, and Maksimovic (2016) 

studied the relationship between financial access and 

firm growth using firm-level data from multiple 

countries[6]. The study found that improved financial 

access significantly increases firm productivity, 

investment capacity, and employment generation. 

The authors concluded that financial inclusion plays 

a crucial role in supporting the growth and 

sustainability of small businesses. 

3. Research Gap 

Existing literature mainly focuses on financial 

inclusion and fintech adoption. However, limited 

studies examine the combined impact of digital 

finance on sustainable industry, innovation, and 

infrastructure development in the MSME sector. This 

study attempts to bridge this gap by providing 

empirical evidence. 

4. Objectives of the Study 

• To examine the adoption of digital finance 

among MSMEs. 

• To analyze the impact of digital finance on 

innovation in MSMEs. 

• To evaluate the role of digital finance in 

infrastructure development. 

• To assess the relationship between digital 

finance and sustainable industrial practices. 

5. Research Questions 

• Does digital finance improve financial access 

for MSMEs? 

• Does digital finance encourage innovation 

adoption? 

• What role does digital finance play in 

infrastructure development? 

• How does digital finance support sustainable 

industrial practices? 

6. Hypothesis 

H0: Digital finance has no significant impact on 

sustainable industry development in MSMEs. 

H1: Digital finance has a significant impact on 

sustainable industry development in MSMEs. 

7. Conceptual Framework 

The conceptual framework of this study explains the 

relationship between digital finance and sustainable 

development outcomes in the MSME sector[4]. In 

this framework, digital finance is considered the 

independent variable, which includes services such as 

digital payments, mobile banking[8], fintech lending 

platforms, and online financial services. These digital 

financial tools enhance financial accessibility and 
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reduce transaction costs for MSMEs. The adoption of 

digital finance is expected to positively influence 

innovation, infrastructure development, and 

sustainable industrial practices, which are treated as 

the dependent variables[2]. By providing easier 

access to credit and efficient financial management 

systems, digital finance enables MSMEs to invest in 

new technologies, improve digital infrastructure, and 

adopt environmentally sustainable production 

practices. Consequently, these improvements 

contribute to overall MSME growth, productivity, 

and long-term sustainability, aligning with the 

broader objective of promoting industry, innovation, 

and infrastructure development. 

8. Research Methodology 

8.1.Research Design 

The study adopts a quantitative research design using 

a structured questionnaire. 

8.2.Data Sources 

Primary Data: Collected from MSME owners and 

managers. 

Secondary Data: Obtained from journals, 

government reports, and industry publications. 

8.3.Sampling Technique 

Convenience sampling. 

8.4.Sample Size 

120 MSME respondents. 

8.5.Data Collection Tool 

Structured questionnaire using a 5-point Likert scale. 

8.6.Statistical Tools 

• Descriptive statistics 

• Correlation analysis 

• Regression analysis 

• ANOVA 

9. Data Analysis 

9.1 Reliability Test 

Reliability analysis was conducted to examine the 

internal consistency of the questionnaire using 

Cronbach’s Alpha shown in Table 1. 

 

Table 1 Reliability Statistics (Cronbach’s Alpha) 

Cronbach's Alpha N of Items 

0.832 4 

Interpretation The Cronbach’s Alpha value of 0.832 

indicates a high level of reliability, suggesting that 

the measurement scale used in the study is internally 

consistent and reliable shown in Table 2. 

9.2 Descriptive Statistics 

 

Table 2 Descriptive Statistics of Study Variables 

Variable N Mean 
Std. 

Deviation 

Digital Finance 120 4.08 0.71 

Innovation 120 3.92 0.65 

Infrastructure 

Development 
120 3.85 0.69 

Sustainable 

Industry 
120 4.01 0.66 

 

Interpretation The mean values indicate that most 

respondents agree that digital finance positively 

influences innovation, infrastructure development, 

and sustainability in MSMEs shown in Table 3. 

9.3 Correlation Analysis 

 

Table 3 Correlation Matrix of Study Variables 

Vari

ables 

Digital 

Financ

e 

Innova

tion 

Infrastr

ucture 

Sustain

ability 

Digit

al 

Finan

ce 

1 .642** .589** .681** 

Innov

ation 
.642** 1 .563** .614** 

Infras

tructu

re 

.589** .563** 1 .632** 

Susta

inabil

ity 

.681** .614** .632** 1 

 

Note: Correlation is significant at the 0.01 level (2-

tailed). Interpretation.[1] The results show a strong 

positive relationship between digital finance and 
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sustainable industry development (r = 0.681), 

indicating that higher digital finance adoption 

improves MSME[9] sustainability and innovation. 

9.4 Regression Analysis 

Table 4 Model Summary 

Model R 
R 

Square 

Adjusted 

R 

Square 

Std 

Error 

1 0.721 0.520 0.514 0.53 

 

Interpretation The R-square value of 0.520 

indicates that 52% of the variation in sustainable 

development can be explained by digital finance 

adoption shown in Table 4. 

9.5 Anova 

Table 5 Model Summary 

Model 

Sum of 

Square

s 

df 

Mean 

Squa

re 

F Sig 

Regressio

n 
38.24 1 38.24 21.56 

.00

0 

Residual 35.72 
11

8 
0.302   

Total 73.96 
11

9 
   

 

Interpretation The significance value (p = 0.000) is 

less than 0.05, indicating that the regression model is 

statistically significant. Therefore, digital finance 

significantly impacts sustainable development in the 

MSME sector. Hypothesis Testing- Conclusion  

Since p < 0.05, the null hypothesis is rejected.Thus, 

Digital Finance has a significant positive impact on 

sustainable industry development in the MSME 

sector shown in Table 5. 

10. Findings 

• The study found that digital finance 

significantly improves financial accessibility 

for MSMEs. Digital financial services such as 

mobile banking, digital wallets, and online 

lending platforms provide easier and faster 

access to financial resources compared to 

traditional banking systems. 

• MSMEs that actively use digital financial 

services demonstrate a higher level of 

innovation adoption. Access to digital finance 

enables firms to invest in advanced 

technologies, automation, and digital tools 

that improve productivity and operational 

efficiency. 

• The results indicate that digital finance 

supports infrastructure development in 

MSMEs. With improved financial access, 

businesses are able to invest in technological 

infrastructure such as digital payment 

systems, software tools, and modern 

production equipment. 

• A strong positive relationship was observed 

between digital finance adoption and 

sustainable business practices. MSMEs 

utilizing digital financial platforms are more 

likely to adopt environmentally friendly 

production methods and resource-efficient 

technologies. 

• Digital financial platforms significantly 

reduce transaction costs and operational 

delays, enabling businesses to manage 

financial transactions quickly and securely. 

• The study also found that digital finance 

enhances financial transparency and record 

management, allowing MSMEs to maintain 

accurate financial data and improve decision-

making. 

• Overall, the findings indicate that digital 

finance plays a crucial role in strengthening 

MSME competitiveness, productivity, and 

long-term sustainability. 

11. Suggestions  

• Future studies can include larger sample sizes 

covering MSMEs from different industries 

and geographical regions to obtain more 

comprehensive and generalizable results. 

• Comparative studies can be conducted 

between different countries or regions to 

understand how digital finance impacts 

MSMEs in various economic and regulatory 

environments. 

• Researchers may conduct longitudinal studies 

to examine the long-term effects of digital 

finance adoption on MSME growth, 

innovation, and sustainability. 
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• Future research can explore the role of 

emerging financial technologies, such as 

blockchain, artificial intelligence, and digital 

lending platforms, in supporting MSME 

development. 

• Studies can also investigate the challenges 

and barriers faced by MSMEs in adopting 

digital financial services, including 

cybersecurity concerns, digital literacy, and 

regulatory issues. 

• Further research may examine the impact of 

government policies and fintech regulations 

on digital finance adoption among MSMEs. 

• Future studies could also incorporate 

advanced statistical techniques such as 

Structural Equation Modeling (SEM) to 

analyze complex relationships between 

digital finance, innovation, and sustainable 

development. 

Conclusion 

Digital finance has emerged as a transformative force 

in modern financial systems, particularly for Micro, 

Small, and Medium Enterprises (MSMEs). The 

findings of this study indicate that digital financial 

services significantly enhance financial accessibility, 

support innovation adoption, and facilitate 

infrastructure development within the MSME sector. 

By enabling faster financial transactions, reducing 

operational costs, and improving access to credit, 

digital finance empowers MSMEs to invest in 

advanced technologies and sustainable business 

practices. Furthermore, the adoption of digital 

financial platforms contributes to improved financial 

transparency, operational efficiency, and long-term 

competitiveness. The study therefore concludes that 

digital finance plays a crucial role in promoting 

sustainable industrial development and aligns closely 

with global development goals related to industry, 

innovation, and infrastructure. Strengthening digital 

financial ecosystems, improving financial literacy, 

and promoting fintech adoption will be essential for 

ensuring inclusive and sustainable economic growth 

in the MSME sector. 
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