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Abstract

Financial Technology (Fintech) has great potential in building an inclusive Economy 5.0
by expanding access to financial services to previously underserved communities.
Through innovations in digital payments, peer-to-peer lending, and automated
investment management, Fintech is able to provide faster, safer, and more efficient
financial solutions. This contributes to economic equality and the empowerment of
individuals and small businesses. In addition, collaboration between the Fintech sector
and the traditional financial sector, with support from various stakeholders, is essential
to overcome regulatory and data security challenges. Thus, Fintech can be the main
driving force for a more inclusive, fair, and sustainable economic transformation.
Keywords: Role, Financial Technology (Fintech), Economy 5.0, Inclusive.

Introduction

The development of information and communication technology in recent
decades has brought significant changes in various sectors, including the financial
sector. Financial Technology (Fintech) is one of the biggest innovations to emerge from
this digital revolution. Fintech refers to the use of technology to provide more efficient,
accessible, and user-friendly financial services, with the main goal of increasing financial
inclusion and providing better solutions for the needs of the community (Merton, 1995).

Fintech covers a variety of applications, products, and services that use
technology to automate, improve, and facilitate financial processes, including digital
payments, online loans, investment planning, technology-based insurance, and more. In
other words, Fintech combines advanced technologies such as artificial intelligence,
blockchain, and big data analytics to revolutionise the way traditional financial services
are provided and accessed by consumers and businesses (Jiang et al., 2021).

One of the main benefits of Fintech is increased financial inclusion. By providing
easier, faster, and more affordable access to financial services, Fintech is able to reach
segments of the population that were previously underserved by traditional banks, such
as people in remote areas or those without a credit history. In addition, Fintech is also
known for improving efficiency and transparency in financial transactions. This
technology enables faster processes with minimal human error, thus minimising
operational costs and the risk of fraud (Yunus et al.,, 2010). In addition, Fintech
encourages innovation through healthy competition, creating various new products
and services that suit the needs and preferences of modern consumers. Overall, Fintech
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plays a key role in driving inclusive and sustainable economic growth (Allison et al.,
2014).

In an increasingly competitive global context, the adoption of Fintech in
Indonesia has also shown rapid growth. Data from the Financial Services Authority
(OJK) shows that the number of Fintech companies continues to increase every year,
and services such as digital payments, online loans, and technology-based investments
are becoming increasingly popular among the public. However, behind this progress,
there are still significant challenges to be faced (Ratnawati, 2022). The level of financial
inclusion in Indonesia is still relatively low compared to other countries in Southeast
Asia. Many people, especially in remote areas, have not fully benefited from modern
financial services. This could be due to a lack of financial literacy, limited access to
technology, and regulatory constraints that need to be adjusted to the dynamics of
Fintech development (Puschmann, 2017).

Economy 5.0, which is a human-centred economic concept that utilises
technology to create a more inclusive and sustainable society, emphasises the
important role of Fintech in this economic transformation. Fintech is considered to have
great potential to support the achievement of the goals of Economy 5.0 by connecting
more people to the financial system, creating new business opportunities, and
increasing efficiency and transparency in financial transactions (Thakor, 2020).

Therefore, this study aims to explore the role of Fintech in building an inclusive
Economy 5.0 in Indonesia. This study will analyse various factors that influence the
successful implementation of Fintech, its impact on financial inclusion and literacy, as
well as the challenges and opportunities that lie ahead.

Research Methods

The study in this research uses the literature method. The literature research
method, also known as a literature review, is a research approach that involves the
collection, evaluation, and synthesis of relevant information from various existing
written sources. This process includes the identification of relevant literature such as
books, journals, scientific articles, reports, and other secondary sources related to the
research topic (Rossi et al., 2004); (Silverman, 2015). The main objective is to understand
the latest developments, recognise patterns and trends, and identify gaps or voids in
existing knowledge. This method also helps researchers to build a theoretical
framework and basis for more in-depth research, create a comprehensive
understanding of the issues under study, and provide a strong justification for further
research (Borenstein et al., 2009).

Results and Discussion
The Role of Fintech in Economy 5.0
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In the context of Economy 5.0, Fintech plays an important role as a driver of
innovation through the adoption of cutting-edge technologies such as artificial
intelligence (Al), machine learning, and blockchain. This technology not only helps to
make financial services more efficient, but also creates new products and services that
change the way consumers and businesses interact with finance. For example, the use
of Al in data analytics can provide deeper insights and personalisation of services, while
blockchain guarantees transparency and security in transactions (Navaretti et al., 2017).

Fintech serves as a catalyst for increasing financial inclusion, which is one of the
main pillars of Economy 5.0. With services such as digital payments, peer-to-peer loans,
and electronic wallets, Fintech is able to reach individuals and businesses previously
neglected by the traditional banking system. This includes people in remote areas and
individuals without access to formal financial services, thereby improving economic
welfare and expanding the consumer base (Cornelli et al., 2020).

Utilising big data and advanced analytics, Fintech can offer personalised financial
services according to consumer needs and behaviour. In a human-centred economy
such as Economy 5.0, personalisation is crucial to increase customer satisfaction and
create added value. For example, personal financial planning applications can provide
investment recommendations tailored to the risk profile and financial goals of each user
(Schindler, 2017).

Fintech also plays a role in improving operational efficiency in various economic
sectors through the automation and digitalisation of financial processes. By reducing
administrative barriers and manual processes, companies can reduce operational costs
and allocate resources for innovation and product development. In addition,
technologies such as smart contracts on blockchain platforms can minimise errors and
speed up transaction settlements (Chen & Chen, 2021).

By promoting financial inclusion and efficiency, Fintech contributes to
sustainable economic growth. Increased access to funding and better financial
management enable small and medium enterprises to grow, create jobs, and boost local
economic dynamics. This is in line with the Economy 5.0 vision which emphasises a
balance between technological development and humanitarian values (Dorfleitner &
Hornuf, 2018).

Fintech also functions as an effective educational tool in improving financial
literacy. By presenting financial information and services in a format that is easy to
access and understand, Fintech helps individuals and businesses make smarter financial
decisions. This initiative is important for empowering consumers in managing personal
finances, planning for the future, and optimising existing resources in the Economy 5.0
era (Lee & Shin, 2018).

Fintech does not only stand alone, but also collaborates with traditional financial
sectors such as banking, insurance, and other financial institutions. This collaboration
allows the integration of new technologies with existing financial infrastructures,
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creating a stronger and more flexible financial ecosystem. Traditional banking can utilise
Fintech technology to improve their services, while Fintech can utilise the experience
and network of traditional banking to expand their reach (Zetzsche et al., 2017).

In the face of rapid Fintech development, security and regulatory aspects are
very important. Fintech must be able to ensure data security and customer privacy, as
well as comply with various regulations that apply to maintain the integrity of the
financial system. This includes the implementation of security technologies such as
encryption and double authentication, as well as close cooperation with regulators to
develop rules that support innovation while protecting consumers (Lyandres & Palazzo,
2016).

Thus, in the Economy 5.0 era, Fintech plays a very vital role in transforming the
financial sector and the economy as a whole. Through technological innovation and the
ability to reach a wider market, Fintech strengthens financial inclusion, improves
operational efficiency, and encourages sustainable economic growth. With better
personalisation of services and collaboration with traditional sectors, Fintech creates a
financial ecosystem that is more adaptive and responsive to the needs of individuals and
businesses. However, to reach its optimal potential, Fintech must also pay attention to
security and regulatory aspects so that it can continue to develop without
compromising public trust and the stability of the financial system. In conclusion, the
role of Fintech in Economy 5.0 is not just as a complement, but as the main engine
driving economic transformation and progress towards a more inclusive and
sustainable future.

Fintech and Inclusive Economy

Fintech, or financial technology, is an innovation that uses technology to
improve financial services. Fintech's role in creating an inclusive economy is very
significant, especially in today's digital era. Inclusive economics refers to an economic
system that ensures the participation of all levels of society, including segments that
have been underserved by traditional financial services, such as rural communities and
small and medium enterprises (SMEs) (Lin et al., 2013).

One of Fintech's main contributions to inclusive economics is its ability to
improve access to financial services. Through digital platforms, Fintech makes it easier
forindividuals and businesses to access various financial services such as bank accounts,
credit, digital payments, and insurance. With only a smartphone and internet
connection, they can carry out financial transactions without the need to visit a physical
bank, which is sometimes not available in remote areas (Rau, 2021).

Fintech also plays an important role in providing financing for SMEs, which often
find it difficult to access loans from traditional financial institutions. Peer-to-peer lending
platforms, crowdfunding, and other technology-based lending services enable SMEs to
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obtain business capital more quickly and with more affordable terms. This helps
accelerate the growth of small businesses and expand employment (Philippon, 2016).

In addition to providing access to financial services, Fintech can also serve as a
means of financial education. Many Fintech platforms offer features that help users
learn how to manage their finances better, such as budgeting tools, spending analysis,
and saving tips. This kind of education is important to improve people's financial literacy
and ensure they can make optimal use of financial services (Gomber et al., 2018).

Fintech has the potential to reduce transaction costs, which are often an
obstacle for many people to gain access to financial services. With a more efficient
business model and utilisation of technology, Fintech can reduce the costs of services
such as remittances, bill payments, and other transactions. This makes financial services
more affordable and accessible to low-income segments of society (lyer et al., 2009).

Despite its great potential, Fintech also faces challenges in realising an inclusive
economy, such as the need for adequate digital infrastructure and regulatory policies
that support innovation without compromising security. Cooperation between the
government, industry players and the community is needed to overcome these
challenges. In the future, with technological advances and the right policy support,
Fintech can further advance an inclusive economy and help create equitable prosperity
for all.

Challenges and Opportunities for Fintech Development

Fintech has been the main driver in the transformation of the financial industry,
offering innovative solutions that are faster, cheaper, and more efficient. However,
behind this great potential, there are various challenges and opportunities that can
affect the development of Fintech in the future. By understanding these two aspects,
stakeholders can be better prepared to overcome obstacles and take advantage of
existing opportunities (Schueffel, 2016).

One of the biggest challenges in Fintech development is regulation and
compliance. In many countries, strict financial regulations are designed to protect
consumers and maintain the stability of the financial system. Fintech must navigate
through various rules that can vary in each jurisdiction. The need to comply with these
regulations can be a significant burden, especially for startups with limited resources.
However, with clear and flexible regulations, Fintech can grow without compromising
security (Kim & Choi, 2020).

Data security and privacy are critical issues for Fintech development. Fintech
digital systems are vulnerable to cyber attacks and personal data theft that can harm
users. The implementation of advanced security technologies, such as encryption and
double authentication, is crucial. In addition, transparency in data management and
explaining to users how their data will be used can build public trust (Haddad & Hornuf,

2019).
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Fintech development also faces technological infrastructure challenges,
especially in developing countries which may still have limited internet access and
connectivity issues. Without adequate infrastructure, it is difficult for Fintech to reach
all levels of society. Investment in the development of digital infrastructure and
increasing technological literacy among the public are important steps to overcome this
challenge (Arner et al., 2016).

On the other hand, there are great opportunities for Fintech to continue to
innovate and collaborate with traditional financial institutions. By utilising technologies
such as artificial intelligence, blockchain, and big data analytics, Fintech can create new
and more efficient solutions. Meanwhile, collaboration with banks and insurance
companies can provide access to greater resources and a wider customer base, creating
a more integrated financial ecosystem (Philippon, 2016).

Fintech's growth potential is not limited to the domestic market alone.
International expansion provides opportunities to reach new and diverse markets.
Especially in areas not reached by traditional financial services, Fintech can provide
more inclusive solutions. In addition, increased public awareness and trust in digital
services, supported by regulations that keep pace with technological developments,
can accelerate the adoption of Fintech. By taking advantage of these opportunities,
Fintech has the potential to revolutionise the global financial industry, bringing about a
more inclusive and innovative future for financial services (World Bank, 2020).

Fintech also has great opportunities in responding to the evolving needs and
preferences of consumers. The younger generation, who are more tech-savvy, have
high expectations for the speed, convenience, and affordability of financial services. By
offering user-friendly interfaces, personalised services, and easy access anywhere and
anytime, Fintech can be the top choice for this market segment. Trends such as digital
payments, peer-to-peer lending, and robo-advisory show how Fintech can meet the
unique needs of each user (Chen & Chen, 2021).

To support sustainable growth, a strengthened Fintech ecosystem is needed,
consisting of various players, including the government, regulators, investors, and
educational institutions. Strategic partnerships with technology startups, cloud service
providers, and telecommunications companies, for example, can help Fintech in
providing better and more extensive services. Incubation and acceleration programmes
are also important to help Fintech startups develop innovative ideas and accelerate go-
to-market (Cheng & Shi, 2018).

Thus, Fintech Development is faced with various challenges such as strict
regulations, data security and privacy, and uneven technological infrastructure.
However, great opportunities also await in the fields of technological innovation,
collaboration with traditional financial institutions, market expansion, and adaptation
to changing consumer trends. By overcoming challenges and taking advantage of
opportunities, Fintech can revolutionise the financial industry, open up access to
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broader and more inclusive financial services, and bring innovations that provide added
value to society as a whole. Strengthening the Fintech ecosystem and collaboration
between various stakeholders will be the key to success in facing a dynamic and ever-
changing future.

Conclusion

Financial Technology (Fintech) plays a crucial role in building an inclusive
Economy 5.0. By enabling wider and more efficient access to financial services, Fintech
can bridge economic gaps in various levels of society. Innovations in digital payments,
peer-to-peer lending, and automated investment management through technology
platforms increase financial inclusivity by providing more accessible and affordable
solutions for individuals and small businesses. As these developments progress,
financial transactions become faster, safer, and more transparent, thus encouraging
more equitable economic participation and empowering previously underserved
groups.

In addition, Fintech has great potential to encourage collaboration with the
traditional financial sector and various other stakeholders. The successful
implementation of Economy 5.0 is determined by the synergy between technological
innovation and supportive policies. Support from the government, regulators,
investors, and educational institutions will strengthen the Fintech ecosystem,
overcoming various existing challenges, such as data security and regulations. Thus,
Fintech is not only the main driving force in economic transformation, but also ensures
that the transformation brings benefits to all levels of society, creating a more inclusive,
fair, and sustainable economy.
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