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ABSTRACT

This study aims to examine the factors that facilitate the adoption of digital finance
for achieving business success, specifically for SMEs. The challenges and barriers
that hinder digital finance adoption and identifies relevant opportunities to harness
these tools were discussed. 7 SME business owners registered in Selangor, Malaysia
were interviewed. The results revealed that access to finance, improved efficiency,
and enhanced customer engagement are among the factors that lead to digital fi-
nance adoption, while technological barriers, lack of digital literacy, cybersecurity
threats, and resistance to change are among the challenges and barriers that hinder
the adoption of digital finance among SMEs. This study also found that market
expansion, scalability, opportunities for innovation and support for sustainable
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practices were the opportunities for SMEs. This study provides valuable insights
into the digital finance landscape, serving as a comprehensive guide for businesses,
policymakers, and stakeholders aiming to harness the power of digital finance for
sustainable success.

INTRODUCTION

Small and medium enterprises (SMEs) are the backbone of many nations' eco-
nomic growth and stability, including Malaysia. SMEs generate employment, foster
innovation, and contribute to the nation’s gross domestic product (GDP). It was
reported that SMEs account for two-thirds of business employment in advanced
economies—and almost four-fifths in emerging economies (Madgavkaretal.,2024).
In Malaysia, SMEs make up roughly 97% of the Malaysian economy, accounting
for 48% of employment and contributing 38% of total GDP (Yap, 2024).

Despite the high contribution of SMEs to the country, SMEs often face numerous
challenges, particularly in accessing the financial resources necessary to expand their
operations and compete effectively. According to Bank Negara Malaysia (2023),
banking institutions are SMEs' primary source of financing, providing more than
90% of total financing. The emergence of digital finance, however, has opened new
doors for SMEs by offering innovative solutions that provide alternative financing
and pathways for sustainable growth. In Malaysia, where SMEs account for nearly
97% of total business establishments, adopting digital finance tools is pivotal in ac-
celerating their growth. This is particularly crucial in the nation’s transition towards
a digital economy, as outlined in Malaysia’s Digital Economy Blueprint. Various
actions have been implemented to enhance the digital financial service infrastructure.
For example, mobile payment systems (e.g., PayPal, Apple Pay, Google Pay) and
real-time payment systems (e.g., Malaysia's DuitNow, Singapore’s FAST and India’s
UPI) are becoming more popular. Banking and lending platforms are mushrooming,
and financial management and accounting tools such as cloud accounting software
and Al-powered financial analytics were developed. However, it was reported that
despite a relatively well-developed digital financial service infrastructure, the fi-
nancial sector has not effectively translated this into an ability to cater to the needs
of vulnerable groups, including SMEs (Consumers International, 2024).

In Malaysia, specifically, despite the significant benefits digital finance might
offer, the integration of digital finance among SMEs in the country has been uneven,
with many businesses encountering barriers such as limited digital literacy, regulatory
challenges, and concerns over cybersecurity (Faruque et al., 2024; Krajcik et al.,
2023). Understanding these obstacles is essential for creating supportive ecosys-
tems that enable SMEs to leverage digital finance effectively. By addressing these

434



24 more pages are available in the full version of this
document, which may be purchased using the "Add to Cart"
button on the publisher's webpage: www.igi-
global.com/chapter/harnessing-the-power-of-digital-
finance/387228

Related Content

Data Mining for Credit Scoring

Indranil Bose, Cheng Pui Kan, Chi King Tsz, Lau Wai Kiand Wong Cho Hung (2008).
Advances in Banking Technology and Management: Impacts of ICT and CRM (pp.
309-323).

www.irma-international.org/chapter/data-mining-credit-scoring/4713

CSR's Capability as a Conflict's Resolution to Enhance a Firm's Value in
Indonesia

Nila Tristiarini (2015). International Journal of Corporate Finance and Accounting (pp.
50-66).
www.irma-international.org/article/csrs-capability-as-a-conflicts-resolution-to-enhance-a-firms-
value-in-indonesia/134863

Security and Privacy in FinTech: A Policy Enforcement Framework
Muzammil Hussain, Muhammad Wagas Nadeem, S. Igbal, Sobia Mehrban, Syeda
Nisar Fatima, Owais Hakeemand Ghulam Mustafa (2021). Research Anthology on
Concepts, Applications, and Challenges of FinTech (pp. 372-384).

www.irma-international.org/chapter/security-and-privacy-in-fintech/276342

Financial Evaluation of the Greek Port Authorities Operating as GOPC

Mihail N. Diakomihalis, Anastasia Drouliaand Evangelia Kasimati (2017). International
Journal of Corporate Finance and Accounting (pp. 59-84).
www.irma-international.org/article/financial-evaluation-of-the-greek-port-authorities-operating-as-
gopc/204428

Managing Customer Knowledge in Service Economy: Proposing a
Conceptual Model of CKM for Services

Satyendra C. Pandey, Mahendra Kumar Shuklaand Upendra K. Maurya (2014).
Handbook of Research on Strategic Business Infrastructure Development and
Contemporary Issues in Finance (pp. 417-428).
www.irma-international.org/chapter/managing-customer-knowledge-in-service-economy/104302



http://www.igi-global.com/chapter/harnessing-the-power-of-digital-finance/387228
http://www.igi-global.com/chapter/harnessing-the-power-of-digital-finance/387228
http://www.igi-global.com/chapter/harnessing-the-power-of-digital-finance/387228
http://www.irma-international.org/chapter/data-mining-credit-scoring/4713
http://www.irma-international.org/article/csrs-capability-as-a-conflicts-resolution-to-enhance-a-firms-value-in-indonesia/134863
http://www.irma-international.org/article/csrs-capability-as-a-conflicts-resolution-to-enhance-a-firms-value-in-indonesia/134863
http://www.irma-international.org/chapter/security-and-privacy-in-fintech/276342
http://www.irma-international.org/article/financial-evaluation-of-the-greek-port-authorities-operating-as-gopc/204428
http://www.irma-international.org/article/financial-evaluation-of-the-greek-port-authorities-operating-as-gopc/204428
http://www.irma-international.org/chapter/managing-customer-knowledge-in-service-economy/104302

