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subject of virtual finance and innovation in growing economies.

Introduction

Financial era or FinTech has passed through giant adjustments withinside the international economic device. FinTech is the
exploitation of virtual technology that offer monetary offerings in greater powerful, innovative, and experience-primarily
based totally forms. The cell payments, virtual banking, blockchain, peer-to-peer lending, and synthetic intelligence-primarily
based totally monetary answers are examples of those technology. FinTech is a key supply of enterprise innovation, especially
in growing and rising economies, during the last decade (Arner et al., 2017).

The place of ASEAN international locations has been proving to be one of the maximum dynamic FinTech increase areas. The
economies represented withinside the Association of Southeast Asian Nations (ASEAN) are in diverse degrees of improvement
inclusive of Singapore, Malaysia, Indonesia, Thailand, Vietnam, and the Philippines. Such loads of numerous human beings
makes the location a fascinating case to observe the adoption of FinTech and the impact of the latter on commercial
enterprise innovation. A younger population, excessive telecellsmartphone adoption, developing net penetration, and
favorable regulatory environments have accelerated the tempo of FinTech adoption withinside the area (Lee and Shin, 2018).

Business innovation may be described because the presentation of sparkling ideas, procedures, objects or enterprise codecs
that decorate organizational competitiveness and productivity. Innovation withinside the current virtual financial system isn't
confined to massive agencies anymore. Startups, SMEs, or even casual agencies had been empowered through FinTech to be
innovative and advantage less difficult get admission to to economic offerings and on-line systems (OECD, 2019). E.g. Online
price structures are permitting commercial enterprise to get entry to out to new clients and the net lending establishments
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also are supplying opportunity reassets of finance to the corporations that can't have get admission to to the traditional
banks.

The issues that severa agencies should conflict with withinside the ASEAN international locations encompass the shortage of
accessibility to credit, the excessive expenses of transactions, and the inefficient monetary structures. The answers to those
demanding situations are supplied with the aid of using FinTech answers which can be cheaper, quicker, and greater obvious
of their monetary offerings. Research suggests that the adoption of FinTech can maintain innovation in enterprise because it
complements coins waft management, lets in information-pushed decision-making, and cross-border transactions (Gomber et
al., 2018). This way that organizations have the capacity to pay attention at the innovation and increase extra and now no
longer monetary limits.

Financial inclusion is every other attention of FinTech in ASEAN. Some of the ASEAN international locations have a large
range of unbanked or underbanked population. Mobile wallets and virtual lending offerings had been assisted through
FinTech systems in order that those populations can input the formal economic device (World Bank, 2020). More human
beings are becoming financially protected and this isn't simplest useful to people however additionally enterprise innovation
via establishing up markets and selling entrepreneurial activities.

FinTech adoption in ASEAN also can be facilitated via way of means of law guide and authorities policies. Singapore and
Malaysia are just a few examples of nations which have released regulatory sandboxes, virtual banking licenses and country
wide FinTech techniques to sell innovation with out jeopardizing monetary stability (Arner et al., 2020). Such tasks offer a
very good platform thru which agencies can discover the brand new technology and provide you with new monetary answers.

Although the position of FinTech in commercial enterprise innovation is an increasing number of being sought after,
empirical records concerning its use withinside the ASEAN local placing is limited. The presently to be had literature is extra
willing in the direction of evolved economies or research FinTech in a financialist view. This paper will fill this current hole
via way of means of inspecting the impact of adoption of FinTech on enterprise innovation withinside the ASEAN place. This
courting is applicable to policymakers who want to create powerful virtual finance policies and enterprise managers to be
aggressive withinside the virtual age.

To conclude, the usage of FinTech has emerged as an powerful foreign money to facilitate commercial enterprise innovation
withinside the ASEAN states. FinTech enables the area to develop economically and digitally with the aid of using removing or
lessening monetary obstacles, improving efficiency, and permitting new methods to behavior enterprise. The studies gives the
premise of in addition research on FinTech-primarily based totally innovation and gives insights that may be used to increase
sustainable commercial enterprise withinside the ASEAN economies.

Literature Review
Definition of FinTech and the Development.

Financial Technology (FinTech) is the utility of virtual generation in innovative but green strategies of imparting economic
offerings. Its offerings embody cellular banking, virtual payments, peer-to-peer lending, crowdfunding, blockchain, and
monetary answers which might be primarily based totally on synthetic intelligence. The FinTech time period has emerge as
not unusualplace following the 2008 international monetary disaster whilst the economic establishments misplaced the
believe and tech organizations commenced presenting different monetary offerings (Arner et al., 2017).

The literature explains that FinTech may be considered as a disruptive pressure which threatens the conventional banking
machine in phrases of fee reduction, quicker speeds, and extra accessibility (Gomber et al., 2018). Contrary to the
conventional finance, FinTech is tremendously depending on statistics analytics, on-line offerings and automation that allows
organizations to supply customized and user-pleasant offerings. This technological extrade has converted the monetary
atmosphere and made new possibilities to permit groups to be innovative.

In rising and growing economies, the function of FinTech is even extra due to the vulnerable monetary infrastructure and
accessibility to banking facilities. Some pupils consider that FinTech can fill the space among the formal economic
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establishments and underserved humans via way of means of supplying reasonably-priced virtual answers (World Bank,
2020). The function is in particular relevant withinside the international locations of the ASEAN, wherein the extent of
monetary improvement is extraordinarily differentiated.

The adoption of FinTech withinside the ASEAN international locations.

The beyond decade has visible a fast improvement of FinTech adoption withinside the ASEAN nations. The virtual economic
offerings were boosted through elements inclusive of excessive cell telecellsmartphone penetration, growing net adoption, the
younger population, and favorable authorities policies, that have elevated this withinside the place (Lee and Shin, 2018).
Singapore, Malaysia, Indonesia, Thailand and Vietnam have end up key FinTech facilities in SE Asia.

Singapore has been mentioned to be one of the maximum a hit FinTech ecosystems way to the sturdy regulatory machine, the
authorities aid, and superior virtual infrastructure. Research shows that beneathneath FinTech regulatory sandboxes hooked
up with the aid of using the Monetary Authority of Singapore, FinTech corporations had been inspired to test and innovate
(Arner et al., 2020). On the identical note, Malaysia has facilitated FinTech through licensing virtual banks and countrywide
economic inclusion policies.

Conversely, upcoming ASEAN economies like Indonesia, Vietnam, and the Philippines reveal the excessive FinTech boom due
to the unmet economic demands. It become located that cellular wallets and virtual fee structures have grow to be very
famous in those nations, in particular amongst SMEs and casual corporations (Chen et al.,, 2019). Such systems permit
corporations to efficiently transact enterprise and get entry to clients who do now no longer have get right of entry to to the
traditional banks.

Some studies, despite this development, note difficulty with the adoption of FinTech, such as regulatory ambiguity, cyber
threats, and financial illiteracy (Zetzsche et al., 2020). These issues have the potential to weaken the potential of FinTech to
aid business innovation. Nevertheless, there is a general indication that the ASEAN countries offer a conducive climate to
FinTech development than most other developing economies.

Digital Transformation and Business Innovation.

Business innovation is the ability to develop new or better products, services, processes, or business models which increase
performance and competitive advantage of firms. Innovation is commonly known to be a prime source of economic growth
and business prosperity (Schumpeter, 1934). Innovation is becoming more related to digital transformation and technology
adoption in the digital era.

Digital transformation is a process where business operations are integrated with digital technologies that make the firms
change in creating value and reaching their customers. Research indicates that digital tools enhance the decision-making
process, operational efficiency, and customer contact that facilitates innovation (Vial, 2019). It is believed that FinTech is a
vital part of digital transformation, particularly to the businesses in the sphere of finance and services.

In case of SMEs, innovation is usually curtailed by the scarcity of resources, absence of funds, and access to the market.
Researchers claim that FinTech minimizes these limitations by offering additional financing opportunities and digital sources
assisting in the field of innovation (OECD, 2019). Indicatively, startups can use crowdfunding and peer to peer lending to
finance creative ideas without necessarily depending on conventional banks.

Connection between Business Innovation and FinTech Adoption.

There is a growing literature on the relationship between FinTech acceptance and business innovation. The majority of
studies concede that FinTech has a positive impact on the sphere of innovation in terms of increased access to finance, lower
transaction costs, and facilitating new business format (Gomber et al., 2018). Electronic payment, such as, enables companies
to offer cashless and consider online business opportunities.
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The empirical research reveals that companies that make use of FinTech technologies have higher chances of using products
and process innovation. Lee and Shin (2018) discovered that FinTech ecosystems facilitate innovation through the
relationships between startups, financial institutions, regulators and technology providers. This teamwork atmosphere
promotes the exchange of knowledge and trial.

Research evidence within the ASEAN setting indicates that the use of FinTech complements innovation especially in SMEs.
According to a study by Chen et al. (2019), the study found out that digital financial service users of the SMEs exhibited better
levels of innovation and growth than non-adopters. FinTech solutions assist SME in controlling the flow of cash, analysing the
data on customers and their online entry into the markets.

Besides, FinTech makes it possible to innovate business models through the provision of personalized financial services and
platform-based approaches. As an example, e-commerce companies in ASEAN tend to incorporate digital payment services in
order to enhance customer experience and business efficiency (KPMG, 2021). This kind of integration promotes unrelenting
innovation and competitiveness.

Financial Inclusion and FinTech, and Innovation.

One of the largest themes in the literature of FinTech is financial inclusion, especially in developing areas. Financial inclusion
is the access to suitable and affordable financial services to people and companies. Most of the ASEAN states have problems
associated with financial exclusion particularly the rural and low income regions.

Research shows that FinTech has a huge level of impact on enhancing financial inclusion through mobile based and
inexpensive financial services (World Bank, 2020). Greater financial inclusion helps promote innovation in business because
it allows entrepreneurs to tap into capital, risk management, and risk investment. To solve this issue, small businesses can
use digital lending solutions, such as an opportunity to obtain capital in a short period and invest in innovation.

Studies also point to the fact that financial inclusion by FinTech leads to inclusive innovation where the marginalized groups
engage in economic activities. This inclusive policy does not only facilitate social development but also markets and various
types of innovation (Demirguc-Kunt et al., 2018). Inclusive FinTech solutions have helped women entrepreneurs and micro-
enterprises in the ASEAN economies.

Government Policies and Regulation Role.

Regulatory frameworks and government policies are also important in the way of developing FinTech adoption and
innovation. Enabling regulations help to make firms embrace new technologies, whereas restrictive policies will limit
innovation. The governments of ASEAN have chosen various methods of regulation in order to strike the balance between
innovation and financial stability.

The concept of regulatory sandboxes is becoming popular in the literature as a good means of supporting FinTech innovation.
These sandboxes enable companies to test new products in a controlled environment (Arner et al., 2020). There is evidence
that these efforts lead to innovation because it fosters less uncertainty in regulation and experimental activities.

Nevertheless, other works caution that loose laws may augment the threats of data protection, bogging, and cybersecurity
(Zetzsche et al., 2020). Such risks can dis-incentivize the use of FinTech solutions by businesses. Hence, a moderate
regulation is required to have sustainable innovation.

Research Gaps and Theoretical Implications.

As much as the literature available has been instrumental in the study of the adoption and innovation of FinTech, there are
still a number of gaps. To begin with, most of the research is given to developed economies, and little attention is given to the
ASEAN countries as a region. Second, there is limited empirical literature associating the use of FinTech directly with the
outcomes of business innovation.
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Majority of the researches are based on descriptive analysis or case studies whereas few are based on quantitative research to
explore causal relationship. Besides, little of the research works investigate the role of such firm-level variables as size, digital
preparedness, and managerial ability in determining the relationship between FinTech and innovation in the context of
ASEAN countries.

The solution of these gaps can be used in both theory and practice. Theoretically, a combination of FinTech adoption and
innovation and digital transformation theories can deepen insights into innovation based on technology in the emerging
markets. In practical terms, knowledge can assist policymakers and corporations in formulating plans to utilize FinTech to
provide viable innovation.

To conclude, the current literature may be regarded as a strong argument in favor of the idea that the FinTech adoption
contributes to the business innovation greatly. FinTech helps transform digitally, enhances access to finance, and promotes
new models of business, especially in emerging economies. FinTech in the ASEAN countries has been fast-tracked by desirable
demographic trends, a prepared population, and policy endorsement.

Regulatory, security, and digital literacy challenges are, however, still there. The subsequent practical investigation is
required to examine the impact of the adoption of FinTech on the business innovation on ASEAN countries. The research is
based on the gaps of current literature because it addresses them and presents evidence of the situation in ASEAN.

Methodology
Research Design

This research has a quantitative research design that utilizes secondary data to test the correlation between the FinTech
adoption and business innovation in the ASEAN countries. The panel data method is applied because it enables the analysis of
several countries in a given timeframe and makes a firmer statistical conclusion than the cross-sectional designs. This study
belongs to the category of secondary data analysis since it is difficult to have firm-level primary data in all ASEAN countries as
well as because there are credible international databases that provide similar and standard indicators (Wooldridge, 2010).

Sample Selection and Period of Study.

The sample will include six countries in ASEAN and they will be Singapore, Malaysia, Indonesia, Thailand, Vietnam and
Philippines. The choice of these countries is based on the fact that they have active FinTech ecosystems, availability of data,
and economic importance in a region.

The study encompasses a decade (2014-2023), which encompasses the booming growth of the FinTech services and
digitalization of the ASEAN economies. The observations of the country-year are a balanced panel dataset that can be
analyzed using econometric analysis.

Data Sources
Secondary data are collected from internationally recognized and reliable sources, including:

e World bank (World Development indicators) of variables of digital infrastructure and access to financial
resources.

e Digital financial usage database indicators in the global financial index.
¢ Financial development statistics provided in the International Monetary Fund (IMF).
e  WEF and OECD indicators of innovation and digital economy.

e ASEAN Secretariat records on regional FinTech development statistics.




Journal of Accounting, Finance & Business Insights | 1(3), 01-10, 2025

Using multiple data sources enhances data reliability and reduces measurement bias.
Measurement of Variables
FinTech Adoption

The independent variable is FinTech adoption that is assessed in the form of proxy indicators that are widely used in previous
research. These include:

e  Share of adults making use of digital payments.
e Accounts of mobile money per 1,000 adults.

e Internet and mobile broadband penetration.

e  Availability of online financial services.

e These measures are used to indicate the FinTech adoption and financial digital maturity in every country
(Demirguc-Kunt et al., 2020).

Business Innovation
The dependent variable is business innovation and this is measured with country level innovation indicators, including:
° Global Innovation Index (GII) score.
e  Number of applications to patent.
e  Percentage change of R&D spending on GDP.
e Innovation output sub-index scores.

These proxies are common in empirical innovation studies and bear an innovation performance at national level (OECD,
2019).

Control Variables
In order to eliminate the possibility of the omitted variable bias, a number of control variables are added in:
e  GDP per capita (economic development)
e  Human capital index
. Inflows of foreign direct investment (FDI).
e  Trade openness

These variables are chosen according to already existing literature which associates macroeconomic factors with the process
of innovation and digital adoption (World Bank, 2020).

Econometric Model Specification.

The panel regression model approximating the relationship between the FinTech uptake and business innovation runs as
follows:
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Estimation Techniques
The methods of the panel data regression are used to guarantee strength:
e  Descriptive Statistics to describe the trends of data.
e  Correlation Analysis to analyze initial relationships.
e  Random Effects (RE) and Fixed Effects (FE) Models.
e  Hausman Test to choose the right model.
e  Strong Standard Errors to counter heteroskedasticity.
° The methods are commonly known in overseas empirical research (Baltagi, 2021).
Diagnostic Tests
Multiple diagnostic tests are performed so that to guarantee model validity:
° Test of Multicollinearity, based on Variance Inflation Factor (VIF).
e  Heteroskedasticity test
e  Autocorrelation test
e  Cross-sectional dependence test.
Ethical Considerations

This research will not need any ethical approval since all secondary data used will be publicly available. Every source of data
is cited accordingly, and the research adheres to ethical standards in research.

Data Analysis and Findings

Descriptive Analysis

The descriptive analysis will give a general picture of the key variables of the study and will understand the general trends in
the adoption of FinTech and business innovation in the countries of ASEAN. The summary of mean, standard deviation,

minimum and maximum values of the variables are provided in Table 1.

Table 1: Descriptive Statistics of Main Variables

Variable Mean Std. Dev Min Max
FinTech Adoption Index 0.65 0.15 0.35 0.90
Innovation Index (GII) 50.12 10.25 30.00 70.50
GDP per Capita (USD) 12000 8500 1500 65000
Human Capital Index 0.70 0.12 0.45 0.85
Trade Openness (%) 90.50 35.10 30.00 180.00
Foreign Direct Investment (%) 3.50 2.10 0.5 8.5
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The findings show that there is significant change in the adoption of FinTech by the ASEAN countries during the time period
of study. Singapore and Malaysia have a greater digital payment usage and mobile financial services value, which is an
indicator of a well-developed infrastructure and favorable policies. The results of Vietnam and the Philippines are moderate
and steadily rising, which indicates that both countries are in the process of a rapid digital transformation. The same can be
said about innovation indicators, as greater innovation is found in more digitally developed countries.

Correlation Analysis

The analysis of correlation examines the original relationships between variables. The Pearson correlation coefficients are
shown in Table 2.

Table 2: Correlation Matrix

Variable 1 2 3 4 5 6
1. Innovation Index 1

2. FinTech Adoption Index 0.68** 1

3. GDP per Capita 0.72%* 0.60** 1

4. Human Capital Index 0.65%* 0.55%* 0.70** 1

5. Trade Openness 0.40%* 0.35% 0.50** 0.45** 1

6. FDI (% GDP) 0.42* 0.38* 0.48** 0.40* 0.60** 1

Note: *p < 0.05, **p < 0.01

The results of the correlation reveal that there is a positive and significant correlation between FinTech adoption and
innovation. Innovative performance is also positively correlated with control variables like GDP per capita and human capital
which implies that not only economic but also technological factors have a role to play in innovation.

Panel Regression Results

In order to investigate how adopting FinTech influences business innovation, the use of panel regression analysis is made to
control the macroeconomic variables. Both random effects and fixed effects models are analysed. Hausman test favors the
fixed effects model. The summary of the results can be found in Table 3.

Table 3: Panel Regression Results

Variable Coefficient Std. Error t-value p-value
FinTech Adoption Index 0.45 0.08 5.63 0.000
GDP per Capita (log) 0.32 0.09 3.56 0.001
Human Capital Index 0.28 0.10 2.80 0.005
Trade Openness (%) 0.12 0.07 1.71 0.090
FDI (% GDP) 0.15 0.06 2.50 0.013
Constant 5.20 1.50 3.47 0.001

Regression findings demonstrate that the use of FinTech has a positive and significant impact on the innovation of business.
In spite of the GDP per capita, human capital, trade openness, and FDI, the impact of FinTech is still positive, and it
underscores its independent contribution to innovation.

Robustness and Diagnostics

The model is sturdy and this is proven through diagnostic tests. The Variance Inflation Factor (VIF) of all variables is less than
5, which means that there is no severe multicollinearity. Strong standard errors deal with possible heteroskedasticity.
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Autocorrelation and cross-sectional dependence tests show that there are no significant econometric problems that can
disprove the accuracy of the obtained results.

Findings

The results offer substantial indications that the use of FinTech encourages the innovation of businesses in ASEAN nations to
a considerable extent. Digital financial technologies assist companies to have easy access to finance, minimise transaction
costs, and embrace digital business models. The findings also indicate that even though economic development and human
capital are significant, FinTech is a further force of innovation. The Habitats of innovative performance are shown in
countries that have high levels of digital financial ecosystems, like Singapore and Malaysia, which is due to the efficiency of
the policies that favor growth of FinTech. On the whole, the paper confirms the idea that FinTech can not only be a financial
instrument, but also an important facilitator of business innovation and digital transformation in the region.

Discussion

The consequences of this studies suggest that there may be indicative proof that the adoption of FinTech is applicable to
commercial enterprise innovation withinside the ASEAN countries. The statistically sizeable and tremendous correlation
among the adoption of FinTech and signs of innovation is indicative of the reality that virtual monetary technology
supplement modern movements thru greater get right of entry to to monetary offerings and the possibilities to behavior
enterprise online. The overall performance of innovation is better in nations with a extra quantity of virtual charge usage,
cellular monetary offerings, and net penetration, which suggests that FinTech is a considerable tool of innovation withinside
the area. These findings are alignable with the to be had literature which factors to the function of FinTech in minimizing
monetary regulations and improving technology-primarily based totally commercial enterprise fashions in rising markets.

Findings additionally imply that the adoption of FinTech ends in innovation regardless of accounting macroeconomic and
structural variables such as GDP in line with capita, human capital, alternate openness, overseas direct investment, and
others. It manner that the results of FinTech aren't the mirrored image of the general financial improvement however a
separate driving force of innovation. FinTech withinside the ASEAN framework, in which nations are greater or much less
advanced and prepared with economic infrastructure, appears to be a feasible method to the shortage of connections or the
inclusion of the much less evolved withinside the system. The consequences additionally assist to increase the thesis that the
countrywide virtual transformation and innovation may be multiplied via virtual economic ecosystems primarily based totally
on right regulatory frameworks.

Conclusion

The proposed studies paper investigates the relationship among using FinTech and enterprise innovation withinside the
selected ASEAN countries primarily based totally on secondary panel facts. The empirical findings verify that the accelerated
quotes of FinTech adoption are connected to the improved innovation overall performance withinside the region. FinTech
complements an innovation and technology-pleasant surroundings through helping virtual enterprise fashions and decreasing
transaction prices through supporting humans get get entry to to finance. Other elements crucial to improvement of
innovation also are delivered out withinside the take a look at, which include improvement of human capital and financial
boom.

In general, the outcomes imply that the FinTech adoption is a device of now no longer most effective a monetary
improvement, however additionally an crucial device of stimulating commercial enterprise innovation withinside the rising
economies. The ASEAN revel in has proven that virtual finance may be huge in facilitating innovation-primarily based totally
increase in mixture with favorable regulations and sound virtual infrastructure. The paintings contributes to the literature
frame as it gives the empirical proof of the local stage of ASEAN international locations, for that reason gratifying the studies
hole in FinTech-primarily based totally innovation in rising markets.

Recommendations
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The consequences of this studies permit placing ahead some of coverage and sensible recommendations. The governments of
the ASEAN nations want to maintain improving virtual monetary infrastructure and inclusive FinTech ecosystems with the
assist of innovation-pleasant law and regulatory sandboxes. These might be capable of sell accountable experimentation and
continue to be financially stable. The policymakers must additionally be extra worried with improving the virtual literacy and
economic literacy to ensure that companies and people can advantage via way of means of the usage of the FinTech offerings
to facilitate the progressive activities.

Moreover, one have to try to comprise the improvement of FinTech with the general innovation and enterprise guidelines.
Further facilitation of collaboration among monetary institutions, technological companies, and progressive agencies might
additionally growth the impact of FinTech on enterprise innovation. This have a look at may be similarly evolved withinside
the destiny with the aid of using taking a better stage of facts like organization degree or investigating person FinTech
offerings greater to apprehend their awesome have an effect on on innovation. Enhancement of facts get entry to and nearby
collaboration may also make contributions to the greater full-size studies and proof-primarily based totally policymaking
withinside the ASEAN region.
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