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Abstract 

One of the most important factors driving financial inclusion in developing nations in today's rapidly 

evolving global economy is the rise of digital payment systems. Many people in poor nations do not have 

bank accounts or only have limited ones since traditional banking techniques face significant logistical, 

structural, and geographical challenges. This academic piece delves at the ways in which peer-to-peer 

models, common payment interfaces, mobile wallets, and other digital transaction technologies might 

bridge this crucial financial divide. The study employs a rigorous mixed-method approach to examine the 

empirical link between digital payments usage and the expansion of formal financial services. It includes 

data from the World Bank Global Findex Database and other studies on the selected developing nations. 

The results show that the growth of fintech and the improvement of people's access to finance are highly 

correlated. Notably, the study demonstrates that digital platforms significantly lower transaction costs and 

provide the essential "financial footprints" that low-income individuals need to access formal credit, 

insurance, and banking markets. However, the report also highlights certain important obstacles that 

persist even after technology advancements have reached a certain level: a significant digital divide and 

inadequate rural telecommunications infrastructure continue to constrain the possibilities of these 

breakthroughs. Digital payments are an important first step toward a more secure financial system, but 

their long-term viability is contingent on supportive legislative frameworks and strategic infrastructure 

investment. The report concludes that while technology is at the forefront, a multi-faceted strategy 

emphasising both technological access and socio-economic empowerment is necessary for truly equitable 

progress. Lastly, the report offers a set of recommendations for lawmakers and banks who are interested 

in leveraging digital innovation to alleviate poverty. 

Keywords: Digital Payments, Financial Inclusion, Emerging Economies, Fintech, Mobile Money, 

Financial Literacy, Digital Divide. 

1. Introduction 

There have been far-reaching effects on economies throughout the world as a result of the transition to 

digital ledgers (replacing physical currency). However, there is a glaring paradox to the fast 

macroeconomic expansion and growing GDP in many developing economies: the existence of massive 

financial deserts (Parayitam, S. 2024). Traditional banking in these underserved regions has consistently 

failed to reach low-income, rural, and informal sector populations due to its reliance on physical locations, 

extensive paperwork, and costly operations. Because of this, millions of individuals are still living in an 

unsteady cash-only economy, where they are not allowed to have safe savings, legal credit, or insurance 

against potential dangers, and where they are deliberately excluded from the official economy (Gasmi, F. 

2024). As a result of this serious infrastructure deficit, digital payment systems have emerged as a game-
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changing, scalable alternative. Applications such as mobile wallets or peer-to-peer networks leverage both 

modern financial technology (fintech) and the pervasiveness of mobile telecommunications to overcome 

traditional obstacles, granting users unprecedented access to financial services directly from their mobile 

devices (Sin, H. 2021). 

The primary goal of the research is to determine the extent to which there has been a substantial shift 

toward financial inclusion as a result of the widespread use of these digital payment methods (Disanayaka, 

S. 2023). Specifically, this article delves into the ways in which basic digital transaction characteristics 

might operate as a helpful entry point, enabling previously unbanked populations to create credible 

financial records, access formal micro-credit markets, and engage in financial planning for the future 

(Enamul Haque, A. K. 2022). Last but not least, the suggested research is significant because it has the 

potential to bridge the gap between technology advancements and real economic empowerment. A 

strategic and evidence-based roadmap will be provided to policymakers and financial institutions in the 

proposed study by disaggregating the processes and constraints of digital finance in developing nations 

(Ledi, K. K., 2023). There is an immediate need to take use of fintech for both its ease and its potential as 

a scalable instrument to alleviate poverty and boost inclusive economic growth (Liang, Y., 2021). 

2. Literature Review 

Minarni, E. (2025) Numerous articles have discussed how mobile money systems, particularly Kenya M-

Pesa, have played a vital role in expanding access to formal financial services throughout Sub-Saharan 

Africa. Mobile money allows people in rural areas to transfer, receive, and keep value without having to 

physically visit a bank office, thanks to groundbreaking research by economists that shows how 

transaction costs and location restrictions are greatly reduced. Access to mobile money systems lifted a 

measurable number of households out of poverty, according to their study. However, the transition to 

micro-enterprises and away from subsistence farming benefited households led by women more than 

males. Subsequent research backs up this claim by highlighting how telco-based financial models 

outperform traditional banking infrastructure in low-income areas by capitalising on preexisting, well-

known networks of agents. Despite mobile money's effectiveness for basic remittances and secure short-

term savings, researchers note that it can't push users to more advanced financial services like long-term 

investment or insurance without additional structural interventions. All of these studies come to the same 

conclusion: mobile money is the lifeblood of financial inclusion. It provides the infrastructure that 

underbanked areas need to join the formal digital economy. 

Basahel, A. (2023) There is a growing body of work on the subject of government digital public 

infrastructure; much of it focuses on the India Stack and its flagship product, the Unified Payments 

Interface (UPI), and its revolutionary features. The South Asian model employs interoperable and state-

supported standards to democratise access to finance, according to scholars. This is in contrast to the non-

governmental, telco-dominated models prevalent in Africa. According to expert evaluations, financial 

institutions may acquire customers at a low cost when they combine biometric national identity with 

mobile connection and no-frills bank accounts. According to the literature, low-income groups and 

unorganised retailers have seen a massive behavioural shift away from cash-based transactions and toward 

micro-transactions via digital methods, all because of UPI's inherent zero-fee transaction model. Averting 

corporate monopoly, encouraging fintech innovation, and facilitating direct benefit transfer while avoiding 
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bureaucratic leakage are among goals that scholars believe such interoperability may achieve. While some 

scholars in the critical literature have pointed out that this is an unprecedented amount of account openings, 

they have also pointed out that the system's actual use is contingent upon more government subsidies and 

mandates. Overarchingly, this study paradigm shows that in highly populated developing nations, 

widespread financial inclusion may be achieved far more quickly if digital payment systems are seen as 

an essential public utility rather than a mostly private enterprise. 

Mohamed, A. A. (2023) While some reports highlight the benefits of fintech, other articles focus on the 

challenges that developing nations face, such as the digital divide, and how these prevent financial 

inclusion from being fully implemented. Digital illiteracy, inadequate telecommunications infrastructure, 

and systemic socio-cultural norms are the primary reasons that scholars have consistently identified as 

preventing fair adoption. Gender inequality research shows that women in underdeveloped countries are 

less likely to own a smartphone and even fewer to have the digital literacy to use the many financial 

applications available, exacerbating the existing income gap. In addition, according to infrastructure 

literature, digital payment system reliability is entirely dependent on the availability of reliable energy and 

broadband connection, which is frequently lacking in the most remote or disadvantaged areas. Scholars 

have also seen the impact of the so-called use gap; for example, people may have a digital wallet or bank 

account, but they seldom or never use it for digital saving or borrowing; instead, they use it just to withdraw 

government checks. To avoid creating a secondary, purely technological poverty trap, this critical 

literature cautions against viewing digital payments as a magic bullet and instead calls for equal 

infrastructure, robust consumer protection systems, and aggressive investment in basic education to go 

hand-in-hand with technological implementation. 

Mukherjee, S. (2023) The possibility of the development of transactional data to provide access to micro-

credit for the unbanked and Small and Medium Enterprises (SMEs) is one of the secondary, more 

advanced implications of digital payment systems that have been highlighted in recent academic literature. 

Workers in the informal sector in developing countries are essentially shut out of conventional financial 

institutions because of their reliance on collateral and official credit records. However, academics have 

shown how the proliferation of online payment systems creates a data trail that may be used to assess a 

customer's creditworthiness. According to studies, fintech lenders can assess these low-value, high-

frequency transaction histories with the use of machine learning algorithms, which allows them to generate 

accurate default forecasts and creditworthiness determinations. Since micro-merchants may now instantly 

obtain working capital without collateral other than their digital cash flow, this body of studies suggests 

that digital liquidity is directly tied to the expansion of entrepreneurship. According to the researchers, 

this data-driven ecosystem will help lenders lower their risk premium, which means they may offer 

traditionally marginalised individuals better interest rates. Moving towards data-informed algorithmic 

credit is the most crucial evolutionary step towards deep and lasting financial inclusion, even while experts 

caution about the risks of algorithmic bias and hyper-aggressive predatory lending in an uncontrolled 

market. 
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3. Methodology 

3.1 Research Design 

In order to provide a comprehensive picture of how digital payment systems affect financial inclusion, this 

report's research strategy is based on a holistic mixed-method research. In an effort to provide a thorough 

description of the statistical patterns as well as the local socio-economic settings, the article will integrate 

quantitative and qualitative perspectives. In the quantitative section, we look at the association between 

the amounts of digital transactions and official account ownership across areas using a descriptive and 

correlational study methodology. While the quantitative component focuses on mobile money's 

domination in Sub-Saharan Africa, the qualitative component uses comparative case study research to 

uncover regional differences, such as the specific success reasons of the UPI model in India. By including 

human behaviours and regulatory pressures into the rigorous statistical modelling of macroeconomic 

patterns, this two-pronged method ensures that these trends are not overlooked. Because technological 

advancements are likely to occur at a dizzying rate in emerging economies, this methodology is ideal for 

ensuring the maximum level of validity by allowing the researcher to triangulate their findings. 

3.2 Data Collection and Sources 

The majority of the data utilised in this study comes from secondary sources, including reliable 

international financial organisations and regulatory bodies. The primary quantitative data will be sourced 

from the World Bank Global Findex Database, which has the most extensive longitudinal data on 

individuals' saving, borrowing, and risk management practices in developing nations. A combination of 

the International Monetary Fund's Financial Access Survey (FAS) and the GSM Association's State of the 

Industry reports on Mobile Money ensure that the study is as current as possible, covering the period from 

2018 to 2026. In addition, to verify regional adoption rates and infrastructure quality, specific national-

level data is retrieved from the yearly reports of the selected nations' central banks. A robust panel dataset 

may be built using this method of collecting data from many sources; this will allow for an assessment 

across countries and mitigate research risks like data gaps or reporting biases in a single database. All of 

the data points are uniformly structured so that they may be easily compared across different regions and 

income brackets. 

3.3 Selection of Economies and Variable Identification 

Using a purposive sampling technique, this study will choose a subset of the world's economies from 

among those nations designated as "Emerging Markets" by the MSCI and the IMF. India in South Asia, 

Nigeria and Kenya in Sub-Saharan Africa, and Brazil in Latin America were chosen to provide a balanced 

global view on three strong growth regions. We selected these nations based on the unique ways they 

initiate financial exclusion and the variety of their digital payment systems. Key factors to examine are 

identified in the study. The proportion of adults making daily or monthly purchases using digital platforms 

or mobile money will be measured as the "Digital Payment Adoption Rate" and will serve as the 

independent variable. The "Financial Inclusion" multi-dimensional index which encompasses formal 

account ownership, micro-credit access, and digital insurance plan enrolment is the dependent variable. 
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To further disentangle the relative roles of payment systems on GDP growth, we use control variables 

such as national internet penetration rates, GDP per capita, and the Digital Literacy Index. 

3.4 Data Analysis and Validation Strategy 

This study's data analysis is structured to provide a thorough elucidation of the metrics gathered using 

descriptive and inferential statistics. The report begins with trend analysis, which shows how the selected 

emerging economies' use of digital payment systems increased during the selected seven-year period. The 

next step is to conduct a correlation analysis to determine the nature and direction of the link between 

digital adoption and financial inclusion metrics. In order to ensure reliable findings, the study will use data 

validation procedures. One such way is to compare the results from worldwide databases with those from 

local central banks in order to identify and eradicate any inconsistencies. In addition, the case studies' 

qualitative data is thematically summarised to explain the reasoning behind the quantitative patterns. 

Thanks to the multidimensional data analysis that underpins the findings regarding fintech's impact, this 

combination will provide a solid foundation for rigorously justifying the main hypothesis and illuminating 

the extent to which the rise of digital finance explains the unbanked gap. 

4. Results and Analysis 

4.1 Growth Trends in Digital Payment Adoption 

There has been an unprecedented shift in the acceptability of digital payment systems, according to the 

empirical evidence, and this has caused a paradigm shift in the way transactions are conducted in emerging 

countries. Throughout the time frame of 2020–25, mobile-based financial services have expanded beyond 

being a niche market option and have become the primary means of doing daily business, displacing the 

traditional banking system. This includes not just the increasing number of people owning smartphones, 

but also the widespread use of mobile money, P2P payments, and the incorporation of payment interfaces. 

The data shows that the growth of digital wallets has been more faster than the actual development of bank 

branches. Digital platforms have filled a crucial need in regions like South Asia and Sub-Saharan Africa 

where physical banking infrastructure is lacking. The cheap transaction costs and high degree of 

interoperability seem to be the driving forces behind this rapid adoption. Reliance on cash decreases in 

tandem with the proliferation of digital settlements, as users get accustomed to their convenience and 

quickness. This shift is fundamental because it gives previously invisible economic players a digital 

footprint, laying the groundwork for future formalisation of the economy and increased access to finance. 

Table 4.1: Regional Growth in Digital Payment Adoption (2020–2025) 

Region Adoption Rate 

2020 (%) 

Adoption Rate 

2025 (%) 

Compound Annual 

Growth Rate (CAGR) 

Primary Driver of 

Growth 

South Asia 24% 72% 24.5% Unified Payment 

Interfaces (UPI) 

Sub-Saharan 

Africa 

31% 64% 15.6% Telco-led Mobile 

Money 

https://www.ijsat.org/


 

International Journal on Science and Technology (IJSAT) 
E-ISSN: 2229-7677   ●   Website: www.ijsat.org   ●   Email: editor@ijsat.org 

 

IJSAT260210936 Volume 17, Issue 2 (April-June 2026) 6 

 

Latin 

America 

19% 51% 21.8% Fintech Challenger 

Banks 

Southeast 

Asia 

28% 68% 19.4% Super-App 

Integration 

4.2 Impact on Financial Reach and Formal Account Ownership 

The results show a clear and substantial link between the spread of digital payments and account creation, 

which is the primary measure of financial inclusion. Having a formal transactional account is a prerequisite 

for this. Digital platforms have effectively made the onboarding process of marginalised demographic 

groups more easier by introducing lower tiers of tiered, "light" Know Your Customer (KYC) procedures 

and significantly lowering access barriers. 

According to the data, the percentage of unbanked persons drops dramatically in economies with a large 

volume of digital payment transactions. After getting the hang of using a mobile wallet for basic in-and-

out transactions, users are more likely to sign up for other integrated financial services, such as micro-

insurance or interest-bearing savings accounts. Additionally, vulnerable groups have been obliged to 

register an account, which has boosted the rate of inclusion, due to the provision of social subsidies through 

government acts that feed social subsidies directly into these digital structures. However, the data also 

shows that there is a large disparity in utilisation. Formal penetration has grown, but intense financial 

usage has not yet been fostered, even if the number of accounts established has skyrocketed. This is 

because most of the newly formed accounts are used just to withdraw government benefits or receive 

remittances. 

Table 4.2: Correlation between Digital Payment Penetration and Formal Account Ownership 

Economy 

Archetype 

Digital 

Transaction 

Volume 

Adult Population 

Unbanked (2020) 

Adult Population 

Unbanked (2025) 

% of Accounts 

Actively Used for 

Savings 

High 

Adoption 

> 50 per 

capita/month 

35% 12% 48% 

Moderate 

Adoption 

20-50 per 

capita/month 

48% 28% 31% 

Low 

Adoption 

< 20 per 

capita/month 

65% 55% 14% 

4.3 Socio-Economic Factors and Digital Literacy 

While access to technology is a prerequisite for financial inclusion, research shows that socioeconomic 

characteristics (especially levels of education and digital literacy) significantly impact the complexity and 

extent to which people use platforms. The capacity of individuals to securely navigate complex digital 

interfaces plays a crucial mediating role in the transition from the realm of basic account ownership to the 

growth of meaningful financial engagement. 
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An examination of user behaviour based on literacy levels reveals significant variation in service 

utilisation. Individuals with rudimentary knowledge of digital technologies are able to acquire cellphone 

airtime and participate in simple peer-to-peer transactions. Conversely, individuals who are more 

comfortable with technology are more likely to employ advanced financial instruments, such as digital 

insurance portfolios, mutual funds, and micro-credit. This generation's rapid adoption of complex digital 

financial services is mostly attributable to its younger members, who are doing so regardless of their 

parents' or grandparents' socioeconomic status. It highlights a critical flaw in current inclusion models: 

unless deliberate actions are taken to digitally and financially empower marginalised populations, the 

expansion of fintech will create a second digital divide where disadvantaged groups will continue to see 

their financial status stay the same even though they have the technology to improve it. 

Table 4.3: Depth of Digital Financial Service Usage by Literacy Level 

User Literacy 

Level 

Basic 

Transactions 

(P2P/Airtime) 

Intermediate 

(Bill 

Pay/Merchant) 

Advanced (Micro-

loans/Investments) 

Vulnerability to 

Phishing/Fraud 

Low / 

Foundational 

92% 15% 3% High 

Intermediate 98% 65% 22% Moderate 

Advanced 100% 88% 54% Low 

4.4 Barriers to Adoption in Remote Areas 

Despite these generally encouraging tendencies toward digital financial inclusion, the research highlights 

systemic, long-standing barriers that prevent widespread adoption, particularly in more rural and deeply 

entrenched areas. While software solutions are very scalable, the debate demonstrates that they are 

nevertheless limited by the limitations of hard telecommunications infrastructure and long-standing 

behavioural barriers. 

The main obstacle to the widespread use of digital payments is the current state of the network 

infrastructure. Due to inconsistent 3G/4G connectivity and frequent power outages, digital transactions in 

rural areas of the emerging countries being studied cannot be trusted. As a result, physical money is still 

widely used. When consumers aren't certain that their transactions will be swiftly processed, they lose 

faith in the digital economy. Not only does physical infrastructure provide a considerable behavioural 

barrier, but security concerns and a general lack of trust among institutions also play a role. There is a 

sizable portion of the population that does not have bank accounts because they are openly terrified of 

internet fraud, unauthorised data access, and hidden fees associated with transactions. Another factor that 

worsens accessibility issues is the fact that most popular financial apps' user interfaces were not designed 

with local languages or illiterate users in mind. In order to overcome these challenges and gain widespread 

acceptance, it is suggested that transaction features should be designed with an offline focus and that 

consumer protection mechanisms should be tight. 
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Table 4.4: Primary Barriers to Digital Payment Adoption in Rural Demographics 

Primary Barrier 

Identified 

% of Unbanked 

Citing as Major 

Issue 

Direct Impact on 

Financial Inclusion 

Proposed Systemic 

Mitigation 

Poor Network 

Infrastructure 

46% Prevents reliable real-

time transaction 

clearing 

Offline transaction protocols 

(e.g., NFC, USSD) 

Fear of Fraud / 

Security 

31% Complete avoidance of 

digital financial storage 

Enhanced biometric 

authentication; local agent 

networks 

High / Hidden 

Transaction Costs 

24% Reverts micro-

transactions back to 

physical cash 

Regulatory caps on basic 

transfer fees 

Complex User 

Interfaces (UI) 

18% Excludes low-literacy 

and non-native speakers 

Voice-assisted UI; localized 

dialect support 

4.5 Discussion 

Regarding the consequences of digital payment systems on financial inclusion in developing nations, this 

paper's findings reveal a multi-faceted and intricate reality. There is overwhelming factual evidence that 

new fintech developments, such as mobile money and unified payment interfaces, have greatly expanded 

people's access to key financial services. By removing long-standing obstacles to banking, including as 

physical distance and stringent documentation requirements, these platforms have brought millions of 

previously excluded people into the official economic sphere. However, the data does reveal a significant 

distinction between account ownership and financial traction. Uneven digital literacy rates and unreliable 

telecommunications networks in rural regions contribute significantly to the large use gap, demonstrating 

that access does not equate to inclusion. While government initiatives, such as social subsidy transfers into 

digital wallets, have increased adoption rates at first, users' voluntary utilisation of advanced financial 

services like savings, micro-credit, and insurance is essential for long-term economic sustainability. The 

numbers hint to a turning moment in the trajectory of digital finance. It will need a multi-sectoral effort to 

bridge the gap between the range of transactional utility and comprehensive financial empowerment. There 

has to be a change in strategy from organisations and policymakers concentrating on getting people to 

utilise new tech to prioritising digital literacy initiatives and, more generally, tech that works best when 

used offline. Lastly, while digital payments do provide a necessary gateway to inclusion, they can only 

realise their promise as a technology that reduces poverty if user trust is built, physical infrastructure is 

improved, and fair socio-economic empowerment is achieved. 
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5. Conclusion 

Finally, the research concludes that electronic payment systems are the best current catalyst for expanding 

access to formal financial services in developing nations. Thanks to unified payment interfaces and mobile 

wallets, millions of individuals who couldn't access traditional banking due to infrastructure or location 

are now part of the official financial system. However, as the analysis and empirical findings presented 

below demonstrate, access is just the first step. There is a large disparity in the ways that marginalised 

people utilise financial services. Many establish accounts just to receive government payments or 

remittances, but they don't go on to use micro-credit or save systematically. Systemic problems, such as 

widespread digital illiteracy, inadequate telecoms infrastructure in rural regions, and engrained worries 

about data security and theft, have mainly predetermined the lack of dynamism. Thus, while fintech 

advancements do provide the necessary architectural foundation, targeted, multi-dimensional policy 

interventions primarily dictate the ultimate efficacy of these instruments in reducing poverty. 

Governments and financial institutions should prioritise the development of offline-first transaction 

capabilities to assist rural areas and engage extensively in comprehensive financial education initiatives 

for populations with low literacy rates. In order to ensure long-term acceptance and sustainability, it should 

also work towards building trustworthy consumer protection measures. Based on these findings, more 

research on the impending introduction of CBDCs and their potential effects on the existing digital divide 

should be conducted. Lastly, if we want to achieve financial inclusion, we need to do more than just use 

technology. We need to create a digital economy that is secure, open, and empowers people. 
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