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The Impact of Financial Technology on the Financing of Small and Medium-Sized
Enterprises by Banks (Case Study: Small and Medium-Sized

Enterprises in Karaj)

Abstract

It has now been established that small and medium-sized enterprises (SMEs) play a
significant role in job creation, providing a conducive environment for innovation,
and utilizing small-scale financial resources. Given the importance of these
enterprises in the country and the shortage of financial resources—which can
ultimately weaken their performance—addressing the issue of SME financing is
deemed essential. Accordingly, the purpose of the present study is to examine the
impact of financial technology on the financing of SMEs by banks. From the
perspective of its objective, this research is applied in nature, and in terms of data
collection method, it is descriptive-correlational, employing regression testing and
structural equation modeling. The statistical population comprises 460 SMEs in the
city of Karaj, from which a sample of 210 enterprises was selected based on the
Morgan table. Ultimately, to increase confidence in the research results, 420
questionnaires were distributed among company managers and deputies, given their
relative familiarity with the research variables. Data were analyzed using SPSS 26
and Smart PLS 3 software. The results indicated that the dimensions of financial
technology—namely mobile banking, electronic services, and internet banking—
positively influence the financing of SMEs. Furthermore, financial technology alone
has a substantial impact on SME financing, with the magnitude of this effect
measured at 76%.
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Introduction

Small and medium-sized enterprises (SMES) are recognized globally as critical drivers of economic growth,
innovation, and employment generation, particularly in both developed and developing economies
(Mustafazadeh, 2015). These enterprises often act as the backbone of the production sector, providing essential
contributions to supply chains and leveraging small-scale financial resources to foster entrepreneurship.
Despite their significance, SMEs face considerable constraints in accessing adequate financial resources,
which can hinder their operational efficiency and long-term viability (Ghasemian, 2014). In the Iranian context,
the banking sector is the dominant source of financing for economic units, especially SMEs, due to the
underdevelopment of alternative financial markets. This reliance underscores the importance of understanding
and improving banking mechanisms to meet the financing needs of SMEs (Karmi & Esmaeil Pour
Moghaddam, 2024).



One of the emerging solutions to the financing challenges of SMEs is the adoption of financial technology
(FinTech) in the banking sector. FinTech encompasses innovative applications of digital technologies to
provide financial services more efficiently, securely, and inclusively (Di, Yuan, & Zeng, 2021; Panos &
Wilson, 2020). It includes tools such as mobile banking, internet banking, peer-to-peer lending, crowdfunding
platforms, and robotic advisory services. The integration of FinTech into banking has been shown to reduce
information asymmetry between lenders and borrowers, enhance risk management capabilities, and lower
transaction costs, thereby increasing the availability of credit to SMEs (Gomber, Koch, & Siering, 2017; Li et
al., 2022). International experiences from countries such as Turkey, South Korea, and Malaysia illustrate that
well-developed FinTech ecosystems can significantly improve SME access to credit and stimulate
entrepreneurial activity.

In recent years, Iranian banks have begun to incorporate various dimensions of FinTech—such as mobile
banking, electronic services, and internet banking—into their service offerings. However, empirical evidence
on the extent to which these technologies enhance SME financing remains limited. This study addresses this
gap by investigating the impact of FinTech adoption on SME financing in Karaj, Iran, using a quantitative
approach. The main hypothesis posits that FinTech adoption by banks has a significant positive effect on SME
financing, with specific attention to the sub-dimensions of mobile banking, electronic services, and internet
banking. The findings are expected to contribute to the literature by providing empirical insights into the role
of FinTech in improving SME access to bank credit in an emerging economy context.

Methods and Materials

This study adopts an applied research design with a descriptive-correlational methodology. The statistical
population consisted of 460 SMEs operating in Karaj. Using the Morgan table, a sample size of 210 SMEs was
determined. To enhance reliability and minimize sampling bias, 420 questionnaires were distributed among
managers and deputies of the selected SMEs, given their familiarity with the study variables. A researcher-
designed questionnaire was developed based on the literature and previous empirical studies, with three items
for each variable measured on a five-point Likert scale. Content and face validity were established through
expert reviews, and the content validity ratio (CVR) and content validity index (CVI) exceeded the critical
thresholds (0.62 and 0.79, respectively). Cronbach’s alpha values for all constructs exceeded 0.70, confirming
internal consistency. Data analysis was conducted using SPSS 26 for descriptive and inferential statistics and
Smart PLS 3 for structural equation modeling. Pearson correlation analysis was performed after verifying
normality through the Kolmogorov—Smirnov test, and regression analysis was used to test the hypotheses.
Findings

Descriptive statistics indicated mean scores for mobile banking (M = 3.223, SD = 0.563), electronic services
(M =3.291, SD = 0.787), internet banking (M = 3.246, SD = 0.805), and SME financing (M = 3.413, SD =
0.647). Pearson correlation analysis revealed statistically significant positive correlations between the FinTech
dimensions and SME financing: mobile banking (r = 0.613, p < 0.001), electronic services (r = 0.620, p <
0.001), internet banking (r = 0.664, p < 0.001), and the composite FinTech variable (r = 0.678, p < 0.001).
Regression analysis confirmed that all three FinTech dimensions significantly affect SME financing: mobile
banking (R?=0.349, B = 0.591, p <0.001), electronic services (R>=0.214, = 0.463, p <0.001), and internet
banking (R? = 0.314, B = 0.560, p < 0.001). The Durbin—Watson statistics ranged between 1.509 and 1.724,
indicating no autocorrelation in residuals. Structural equation modeling results supported the main hypothesis,
showing that FinTech adoption explains 76% of the variance in SME financing (path coefficient = 0.76, t-
value > 1.96, p < 0.05).

Discussion and Conclusion

The findings demonstrate that FinTech adoption, in the forms of mobile banking, electronic services, and
internet banking, significantly enhances SME access to bank financing in Karaj. Among these, mobile banking



exhibited the strongest effect, suggesting that ease of access and real-time transaction capabilities play a critical
role in meeting SME financing needs. The overall 76% explanatory power indicates that FinTech is a major
determinant of SME financing outcomes in this context.

This study confirms previous research emphasizing the positive relationship between FinTech adoption and
financial inclusion, particularly for SMEs (Hu, Zhao, & Yang, 2022; Wang et al., 2023). It supports the
argument that digital financial services reduce transaction costs, improve credit risk assessment, and facilitate
more efficient allocation of financial resources. In the Iranian context, where SMEs face structural financing
barriers, the strategic deployment of FinTech can serve as a catalyst for enhancing credit access and fostering
economic growth.

From a policy perspective, the results suggest that banks should continue to expand and refine their FinTech
services, ensuring robust digital infrastructure, cybersecurity, and customer education programs. Regulators
should facilitate this process by creating an enabling environment that balances innovation with risk
management. For SMEs, adopting digital banking tools can not only streamline financial transactions but also
strengthen their creditworthiness and integration into broader economic networks. Ultimately, sustained
investment in FinTech by both banks and policymakers can significantly contribute to the sustainable
development of the SME sector in Iran.
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