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      Abstract


      Digitalization and related processes have become prevalent in the last few years. In this chapter, we have examined and discussed the main aspects of digital transformation, their impact on the financial sector, challenges faced and scope of digital finance etc. Financial technology has become increasingly prominent in financial markets in recent years, though this cannot be attributed to the competence of regulators and policymakers as to this call. Fintech can, however, demonstrate its importance as a tool and strategy for achieving inclusive development by attesting to what it has already achieved in the realm of financial inclusion and disruption of traditional market structures. It is now much easier to have basic financial services in India, due to the vast adoption of digital payment systems.


      The FinTech ecosystem in India has been aided by a number of factors like the growing availability of smartphones, increased internet access, demonetization and Covid outbreak. The financial industry is full of new innovations that can be applied in a variety of ways to the fields of artificial intelligence and block chain. They all aim to satisfy ever-evolving customer needs generated by the digital revolution. There is also a discussion of the obvious positive advantages of the application of the latest technological solutions. Payment systems facilitate entrepreneurs to easily and affordably connect with their banks, employees, suppliers, and new markets for their services. Reduced travel time and costs can speed up the process of registering and paying for business licenses and permits using these systems. While the situation is improving, entrepreneurs and employees still face challenges due to a lack of banks, digital devices, and reliable technology infrastructure.


      As a result of technological advancement, today’s underground economy can provide a favourable breeding ground for hiding a broad range of illegal activities which include cyber threats like phishing, ransomware fraud, and tax evasion. The financial sector is constantly innovating. The industry today places significant emphasis on transaction speed, along with security. The process begins with clients who demand immediate payment transactions and ends up with large corporate trade transactions where time and transparency of the action become core requirements. The digital advancement and


      financial literacy will help customers find smarter and better ways to save, borrow, invest, and make payments. With consumers becoming savvier, there will be an intense new battle between incumbents and challengers to become their trusted interface.
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      INTRODUCTION


      Financial technology has made it easier to access finance. It is continuously providing alternative solutions and a variety of business models that could potentially replace traditional banking practices. FinTech revolutionize certain financial services in such a way that they deliver current financial products and services in novel ways. In parallel with the proliferation of start-ups, these firms provide more specialized services that are often more affordable, faster, and more convenient than traditional banks.


      In the past, individuals with high economic status or wealth could only access certain services. As an example, let's look at the investment field. Now that investment advice is easily accessible and cheaper, the public can receive it more easily. In other words, what was previously only open to a certain group of people is now available to all. In terms of lending, this is another example. Until recently, lenders could only assess risk using limited data sources. This results in many people not being approved for loans or paying excessive interest.


      Finance companies are nowadays using multiple sources of information while analyzing consumers. As a result, public exposure has been boosted. Through Fintech, it is possible to obtain an installment loan online even if you have a below-average credit score. World Bank data shows that 31% of adult populations are unbanked. Individuals who do not have access to a bank account or credit institutions are considered to be in this category. Such individuals tend to save their money under their mattresses. Individuals cited the difficulties of accessing financial institutions, the expense of opening an account, and a lack of documentation as reasons for not opening accounts.


      The advent of FinTech allowed, for the first time in modern history, a variety of individuals from different socioeconomic levels to access essential financial services.


      
        

        Adoption of Technology in Finance


        It has been ages since financial systems have expanded, from the introduction of Credit Card, ATMs, online wallets, and bitcoins to the inclusion of savings, credit, investments, and insurance. Since then, the inclusion of technology in finance has enabled citizen service providers to offer quality services at low prices to urban and rural areas. Introducing FinTech into the financial services industry can lead to more efficient and inclusive business models and an expansion of the pool of service providers. It is also widely recognized that FinTech can turn the financial system into one that is more inclusive and stimulate economic growth.


        Through financial inclusion, a large segment of the rural population can develop a culture of savings, broadening the resources of the economic system and contributing significantly to development. Further, financial inclusion permits low-income groups to participate in the formal banking sector, effectively protecting their wealth and resources. Financial inclusion also prevents vulnerable populations from being exploited by usurious money lenders by making formal credit easily accessible.


        Fintech start-ups and banks are two opposing forces that continue to compete for market share as technology becomes more integral to the finance industry. The term FinTech refers to an emerging digital technology that allows for more efficient and automated delivery of financial services. The FinTech industry focuses on developing and delivering financial products and services in an innovative way through leveraging technology. Their potential for reshaping the financial services and financial inclusion landscape in the world is immense, and they are a critical part of achieving universal growth and widespread prosperity.


        Due to the digitization of data, assessing the creditworthiness of individuals and MSMEs is becoming easier, faster, and less expensive. Banks can now provide pre-approved loans on the basis of this data. The number of FinTech companies operating in the digital lending area has risen due to the huge potential for business.


        In 2019, India and China had the highest FinTech adoption rates (87%) (See Table 1), while the average global adoption rate was 64%. As of 2017, India was still doing better than the average global FinTech adoption rate of 33% when the above index was created for the first time.


        Money transfer and payments are the most commonly used FinTech services at 96% (see Table 2). Comparatively to the global average, adoption in all other categories is also higher. Higher adoption rates of FinTech in 2019 are mostly due to higher rates or fees, easier setup of an account, access to a broader range of product and service options, and better customer experience, features, and quality of service.


        
          Table 1 Countries adopting Fintech.


          
            
              
                	Sr. No.

                	Percentage of Adoption

                	Country
              

            

            
              
                	1.

                	87%

                	India, China
              


              
                	2.

                	82%

                	Russia, South Africa
              


              
                	3.

                	76%

                	Colombia
              


              
                	4.

                	75%

                	Peru
              


              
                	5.

                	73%

                	The Netherlands
              

            
          


          
            Source- EY Global Fintech Adoption Index 2019.
          


        


        
          Table 2 Indian consumers' awareness of FinTech.


          
            
              
                	Sr. No.

                	Percentage of Awareness in India

                	Purpose
              

            

            
              
                	1.

                	96%

                	Payments and money transfers
              


              
                	2.

                	86%

                	Insurance
              


              
                	3.

                	78%

                	Money Savings & Investing
              


              
                	4.

                	76%

                	Taking loans
              


              
                	5.

                	71%

                	Financial Planning and Budgeting
              

            
          


          
            Source- EY Global Fintech Adoption Index 2019.
          


        


        
          The Need to Include Technology in Finance


          Companies in the financial services sector are always looking for new technological advances that can improve efficiency and speed of service, while also providing a better customer experience. Through the adoption of customer experience management, companies are leveraging this exponential growth in information technology to transform the financial services industry. With the financial services industry competing with consumer brands such as Amazon, Facebook, and Google, customer service is being improved through online channels.


          Initially, financial service providers, businesses, and individuals will be especially impacted as they navigate the fallout of the influenza pandemic and eventually the world post-COVID-19 as digital connectivity takes over physical interactions between consumers and providers as well as the processes for producing financial services. In fact, a digital payment trend has already been accelerating due to the pandemic (Auer et al., 2020). The rise of e-commerce has also benefited big tech firms and their financial activities (Bank for International Settlements [BIS], 2020; Alfonso et al., 2021). After the outbreak, more frequent financial app downloads occurred in countries with more stringent COVID-19 policies and lower community mobility (Didier et al., 2021).


          India's FinTech revolution has had the greatest impact on MSME lending, particularly by enabling alternative lending platforms to offer loans to small businesses without a credit history (Mittal, 2020). The Goods and Services Tax Network (GSTN), with over 9.2 million registered small and medium enterprises (SMEs) reporting monthly (GST Network, n.d.), provides valuable data beyond financials. By utilizing matching techniques, GSTN data offers FinTech companies a more comprehensive and detailed view of a business, enabling stronger underwriting processes through verification and validation of transactional information (Mittal, 2020). This, in turn, allows FinTech companies to offer more efficient and effective lending solutions.
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