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Abstract
AI is transforming FinTech by improving financial access and operational efficiency 

for micro-entrepreneurs. AI-enabled FinTech shows potential, but evidence on informal 
micro-business performance remains limited. This study examines how AI-enabled 
FinTech adoption affects micro-entrepreneurial performance in India. A quantitative study 
used primary data from 450 informal micro-entrepreneurs in India. Data were collected 
via a structured questionnaire and analysed using PLS-SEM, with technology readiness 
and financial literacy as moderators. AI-enabled FinTech significantly improves micro-
entrepreneurial performance, strengthened by technology readiness and financial literacy. 
The findings emphasize inclusive digital finance, financial literacy, and affordable AI-
powered FinTech solutions.

The study provides evidence linking AI-powered FinTech adoption, moderating 
factors, and micro-entrepreneurial performance in India.
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1.  Introduction

Financial technology (FinTech) has emerged as a major force in 
financial services since the development of Internet-based banking in the 
1990s [1]. AI has transformed FinTech through automation and predictive 
analytics, improving financial efficiency, transparency, and accessibility 
[2]. AI-enabled FinTech improves business efficiency and financial 
inclusion [3]. These technologies improve access to credit and data-driven 
decision-making by reducing transaction costs and information gaps [4]. 
COVID-19 accelerated FinTech adoption, improving digital payments, 
efficiency, cash-flow management, and business resilience [5], [6]. Limited 
research examines how AI-enabled FinTech affects informal micro-
entrepreneurial performance, considering technology readiness and 
financial literacy [7]. PLS-SEM and TAM studies show that trust influences 
FinTech adoption and performance [8].

2. Literature Review

Digital finance improves efficiency through traceable transactions, 
alternative credit, and real-time monitoring [7]. Micro-entrepreneurial 
performance is enhanced by AI-FinTech through improved financial 
management, efficiency, and decision-making [9], [10], [11]. AI-powered 
systems and analytics improve operational efficiency, personalization, and 
decision-making [12], [13]. The study also reported that AI adoption 
supports innovation, productivity, and sustainable business growth [14]. 
The studies noted that information systems enhance organizational 
responsiveness and operational effectiveness [15], [16]. The studies found 
that sustainable digital banking enhances financial accessibility and 
transparency, while resilient digital financial systems support business 
continuity and adaptability [17], [18]. AI-driven FinTech improves financial 
management, business performance, and continuity among small 
businesses [19]. Technology readiness and digital capabilities strengthen 
technology adoption, business growth, and performance [20], [21], [22], 
[23].

3. Methodology

A quantitative survey of 450 micro-entrepreneurs used purposive 
sampling and PLS-SEM to examine AI-powered FinTech and business 
performance [24]. A validated 5-point Likert questionnaire measured key 
constructs, with data analyses using SPSS and SmartPLS [24].
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4. Results

The study surveyed 450 Gujarat micro-entrepreneurs, predominantly 
young, male, and graduates.

4.1 Measurement Model Assessment

As shown in Table 1, All indicator loadings were found to be above 
the recommended threshold value of 0.70, indicating satisfactory indicator 
reliability. Although one indicator (MDR5) showed a slightly lower 
loading, it remained within the acceptable range for applied behavioural 
and micro-entrepreneurship research contexts.

Table 1
Measurement Model Assessment

Construct Item Loading Cronbach’s α CR AVE
AI-Enabled FinTech 
Adoption

FA1 0.865 0.916 0.941 0.799

FA2 0.931
FA3 0.917
FA4 0.860

Micro-Entrepreneurial 
Digital Readiness

MDR1 0.856 0.888 0.919 0.695

MDR2 0.890
MDR3 0.880
MDR4 0.812
MDR5 0.718

Regulatory 
Environment

RE1 0.857 0.872 0.912 0.722

RE2 0.826
RE3 0.864
RE4 0.851

Micro-Entrepreneurial 
Performance

FP1 0.903 0.829 0.898 0.747

FP2 0.887
FP3 0.799

Note: All loadings are significant at p < 0.001.
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4.2 Discriminant Validity

Discriminant validity was assessed using the HTMT ratio with a 
threshold of 0.90. As shown in Table 2, all HTMT values were below 0.90, 
confirming adequate discriminant validity and distinctness among the 
constructs.

Table 2
Discriminant Validity (HTMT Ratios)

Construct Performance FinTech 
Adoption

Digital 
Readiness

Regulatory 
Environment

Performance 0.864
FinTech Adoption 0.743 0.894
Digital Readiness 0.779 0.674 0.834
Regulatory 
Environment

0.798 0.676 0.703 0.849

4.3 Structural Model Assessment

The model showed no multicollinearity, explained 76.1% of 
performance variance, and had acceptable fit (SRMR = 0.087; NFI = 0.809).

4.4 The structural model

Figure 1 presents the structural model, showing the estimated path 
coefficients and values. It illustrates the hypothesised relationships among 

Figure 1
Structural Model with Path Coefficients
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FinTech adoption, MSME digital readiness, regulatory environment, and 
financial performance.

Table 3
Structural Model Results

Path Β t-value p-value
FinTech Adoption → Performance 0.253 2.915 0.004
Digital Readiness → Performance 0.333 4.060 0.000
Regulatory Environment → Performance 0.392 4.593 0.000

4.5 Hypothesis Testing

As shown in Figure 1 and Table 3, AI-enabled FinTech adoption (β = 
0.253, p < 0.01), digital readiness (β = 0.333, p < 0.001), and regulatory 
environment (β = 0.392, p < 0.001) positively and significantly influence 
micro-entrepreneurial performance, supporting H1, H2, and H3, 
respectively. The findings also indicate that a supportive regulatory 
environment strengthens the benefits of FinTech adoption and digital 
readiness.

5. Discussion

Prior studies suggest that digital payments, AI-based credit 
assessment, and FinTech awareness can reduce financing barriers, improve 
cash-flow management, and enhance financial inclusion among informal 
micro-entrepreneurs, with outcomes influenced by digital literacy and 
ecosystem maturity [25], [26], [27]. Digital readiness includes technological 
skills, awareness, and adaptability, which enhance technology adoption, 
especially in resource-constrained settings [19]. Regulatory sandboxes and 
staged compliance can promote responsible FinTech innovation in 
developing economies [28], [29], [30]. Accounting information systems 
improve micro-entrepreneurs’ financial decision-making and profitability 
by effectively managing financial data [31].

6. Conclusion

The study shows that AI-enabled FinTech adoption, digital readiness, 
and regulatory support enhance informal micro-entrepreneurial 
performance in India. It contributes to FinTech literature by addressing 
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resource-constrained contexts and suggests future research on sectoral, 
longitudinal, behavioral, and cognitive factors. AI-enabled FinTech, digital 
skills, and infrastructure can improve micro-entrepreneurial performance, 
while supportive regulation, digital literacy, regulatory sandboxes, and 
simplified compliance can promote responsible FinTech adoption and 
financial inclusion in India.

References

	 [1]	 C. Haddad and L. Hornuf, “The emergence of the global fintech mar-
ket: Economic and technological determinants,” Small business eco-
nomics, vol. 53, no. 1, pp. 81–105 (2019).

	 [2]	 F. Campanella, L. Serino, E. Battisti, A. Giakoumelou, and I. Karasa-
mani, “FinTech in the financial system: towards a capital-intensive 
and high competence human capital reality?,” Journal of Business Re-
search, vol. 155, p. 113376 (2023).

	 [3]	 T. Philippon, “The FinTech opportunity,” NBER Working Paper No. 
22476, National Bureau of Economic Research, (Aug. 2016), doi: 10.3386/
w22476. 

	 [4]	 T. Beck and A. Demirguc-Kunt, “Small and medium-size enterprises: 
Access to finance as a growth constraint,” Journal of Banking & finance, 
vol. 30, no. 11, pp. 2931–2943 (2006).

	 [5]	 G. Nicolo’, G. Zampone, S. De Iorio, and G. Sannino, “Does SDG dis-
closure reflect corporate underlying sustainability performance? Evi-
dence from UN Global Compact participants,” Journal of International 
Financial Management & Accounting, vol. 35, no. 1, pp. 214–260 (2024).

	 [6]	 S. K. Sharma, Y. K. Dwivedi, B. Metri, B. Lal, and A. Elbanna, Trans-
fer, diffusion and adoption of next-generation digital technologies: IFIP WG 
8.6 international working conference on transfer and diffusion of IT, TDIT 
2023, Nagpur, India, December 15–16, 2023, proceedings, part I, vol. 697, 
Cham, Switzerland: Springer Nature (2023). 

	 [7]	 G. Okello CandiyaBongomin, J. MpeeraNtayi, and C. Akol Malinga, 
“Analyzing the relationship between financial literacy and financial 
inclusion by microfinance banks in developing countries: social net-
work theoretical approach,” International Journal of Sociology and So-
cial Policy, vol. 40, no. 11/12, pp. 1257–1277 (2020).



MODELING AI-DRIVEN FINTECH ADOPTION AND MICROENTERPRISE PERFORMANCE� 3479

	 [8]	 A. Kansal and S. Saha, “The intention of Fintech adoption in TAM 
perspective: A SEM approach,” Journal of Statistics and Management 
Systems, vol. 26, no. 3, pp. 505–514 (2023), doi: 10.47974/JSMS-1043.

	 [9]	 T. Philippon, “On fintech and financial inclusion,” NBER Working Pa-
per, no. 26330, National Bureau of Economic Research, Cambridge, 
MA, USA, (Sep. 2019), doi: 10.3386/w26330.

[10]	 K. Gaibulloev, A. Mirzaei, T. Moore, and M. Saad, “The effect of 
fintech financing on firm performance: Evidence from emerging 
economies,” Journal of International Financial Markets, Institutions and 
Money, vol. 103, p. 102201 (2025), doi: https://doi.org/10.1016/j.in-
tfin.2025.102201.

[11]	 A. A. D. Lestari, “Performance of Sharia Cooperatives in Support-
ing Micro Business Development: Perspective of Sustainability and 
Financial Inclusion,” Journal of Sharia Micro Enterprise and Cooperation, 
vol. 1, no. 1, pp. 25–35 (2024).

[12]	 B. Jamalpur, R. Gupta, D. Uike, M. Sharma, R. R. Modi, and A. Pa-
reek, “Data-driven marketing: real-time insights using big data and 
machine learning techniques,” in Connecting Intelligence: Trends in 
Computation and Data Communication, CRC Press, pp. 466–471 (2026),. 
doi: 10.1201/9781003773504-79.

[13]	 V. Thota, P. K. Mishra, A. Singh, R. R. Modi, and V. Nikhil, “Harness-
ing Artificial Intelligence for Revolutionizing a Business Sustainable 
Future,” in Driving Business Success Through Eco-Friendly Strategies, 
IGI Global Scientific Publishing, pp. 213–228 (2025).

[14]	 M. Killedar, B. Rajasekharan, M. Ronak, and K. Sahay, “The Integra-
tion of Information Systems in Strategic Decision-Making: A Man-
agement Perspective,” Journal of Information Systems Engineering and 
Management, vol. 10, no. 1, pp. 1–11 (2024).

[15]	 S. Gupta, R. Modi, D. Das, and P. Sahu, “Sustainable digital banking: 
Exploring the role of fintech in promoting green finance and sustain-
able development goals,” Journal of Information Systems Engineering & 
Management, vol. 10, no. 3, pp. 547–557 (2025).

[16]	 S. Ali, S. Md, R. R. Modi, S. Jain, and M. Killedar, “Sustainable digital 
banking: green practices in the financial sector.,” Scientific Culture, 
vol. 12, no. 1 (2026).

[17]	 M. P. K. Manoj, S. D. Chatterji, S. Karnik, J. S. Ravikumar, R. R. Modi, 
V. Vishwakarma, and T. H. Nguyen, “From sanctions to supply 
chains: Rethinking global finance in the age of war and geopolitical 



3480� H. PATADIYA AND R. R. MODI

fractures,” Scientific Culture, vol. 11, no. 4, pp. 2220–2234 (2025), doi: 
10.5281/zenodo.20379824.

[18]	 V. Thota, S. Chandra, and R. Modi, “The role of service quality in 
enhancing customer satisfaction and loyalty: An analysis,” Journal of 
Marketing & Social Research, vol. 2, no. 1, pp. 87–95 (2025).

[19]	 P. Raul, Y. Begum, S. Tripathi, M. Karmakar, K. C. Guchhait, S. Dey, S. 
Majumder, S. K. Mondal, A. K. Panda, and C. Ghosh, “Comprehen-
sive in silico studies on the microbial enzymes capable of degrading 
organophosphorus pesticide,” Int. Biodeterior. Biodegradation, vol. 195, 
Art. no. 105907 (2024), doi: 10.1016/j.ibiod.2024.105907.

[20]	 A. Parasuraman, “Technology Readiness Index (TRI) a multiple-item 
scale to measure readiness to embrace new technologies,” Journal of 
service research, vol. 2, no. 4, pp. 307–320 (2000).

[21]	 P. Pujari, M. Arora, A. Kumar, and A. Pandey, “Understanding fac-
tors influencing technical inertia in family-run SMEs : A study on 
technology adoption challenges,” Journal of Statistics and Management 
Systems, vol. 27, no. 1, pp. 155–168 (2024), doi: 10.47974/JSMS-1208.

[22]	 T. A. Kurniawan, M. H. D. Othman, G. H. Hwang, and P. Gikas, “Un-
locking digital technologies for waste recycling in Industry 4.0 era: 
A transformation towards a digitalization-based circular economy in 
Indonesia,” Journal of Cleaner Production, vol. 357, p. 131911 (2022).

[23]	 A. Mandal, A. Saxena, P. Gupta, and V. K. Bagar, “Financial literacy 
and investment awareness of working individuals: moderating role 
of risk tolerance,” International Journal of Management Practice, vol. 17, 
no. 5, pp. 600–619 (2024).

[24]	 J. F. Hair, G. T. M. Hult, C. M. Ringle, and M. Sarstedt, A primer on 
partial least squares structural equation modeling (PLS-SEM). Thousand 
Oaks, CA, USA: SAGE Publications (2022).

[25]	 S. M. Lee, D. Lee, and S. Trimi, “Leadership and digital transforma-
tion: A systematic review,” Industrial Management & Data Systems, vol. 
123, no. 1, pp. 1–28 (2023), doi: 10.1108/IMDS-05-2022-0284.

[26]	 S. Sachdev and R. Singh, “FinTech adoption and financial inclusion 
among micro and small enterprises in India,” Journal of Small Busi-
ness and Enterprise Development, vol. 30, no. 4, pp. 641–660 (2023), doi: 
10.1108/JSBED-06-2022-0291.

[27]	 M. Mustafa, A. Khursheed, M. Fatima, and M. J. Rao, “Digital fi-
nancial services and financial inclusion: Evidence from developing 



MODELING AI-DRIVEN FINTECH ADOPTION AND MICROENTERPRISE PERFORMANCE� 3481

economies,” Finance Research Letters, vol. 52, p. 103412 (2023), doi: 
10.1016/j.frl.2022.103412.

[28]	 J. D. Danladi, I. M. Aminu, and A. A. Salisu, “FinTech innovation, 
financial inclusion and economic growth in emerging economies,” 
Journal of African Business, vol. 24, no. 3, pp. 423–442 (2023), doi: 
10.1080/15228916.2022.2064149.

[29]	 V. Pingali, R. Kathuria, and A. Das, “Digital transformation in informal 
enterprises: Capabilities, constraints and outcomes,” World Develop-
ment, vol. 165, p. 106219 (2023), doi: 10.1016/j.worlddev.2023.106219.

[30]	 X. Xu, X. Chen, F. Jia, S. Brown, Y. Gong, and Y. Xu, “FinTech regula-
tion and sustainable digital transformation,” International Journal of 
Operations & Production Management, vol. 43, no. 1, pp. 1–27 (2023), 
doi: 10.1108/IJOPM-08-2021-0556.

[31]	 A. Chaturvedi, P. Sharma, and S. Kalyani, “Impact of accounting in-
formation system on profitability: A perceptual study of insurance 
sector in India,” Journal of Statistics and Management Systems, vol. 26, 
no. 7, pp. 1853–1865 (2023), doi: 10.47974/JSMS-1213.

		  Received June, 2026


