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Abstract

Micro, small, and medium-sized enterprises (MSMEs) in emerging economies face persistent challenges in
accessing finance, developing innovation capabilities, and achieving sustainable growth. Although FinTech
adoption has expanded financial accessibility, limited evidence explains how digital financial resources
translate into innovation-driven sustainability. This study addresses this gap by examining the mediating
role of R&D investment in the relationship between FinTech adoption and sustainable MSME growth in
Bangladesh. Using survey data from 312 MSMEs and regression-based mediation analysis, the findings
reveal that FinTech adoption significantly enhances R&D investment and sustainable growth, with R&D
investment acting as a key mechanism. The study contributes a novel integrated framework linking digital
finance, innovation capability, and sustainability, offering implications for policymakers and MSME
stakeholders.
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1. Introduction
1.1 FinTech Adoption, R&D Investment, and MSME Sustainability in South Asia

MSMEs play an important role in providing employment, income and economic development in emerging
economies. The financial access, capacity for innovation and sustainable growth are often faced by the
MSME:s in the South Asia region (Weerakoon et al., 2026). While the benefits of FinTech are in digital
financial access, they rely on the capacity of firms to turn opportunities into productive investments. R&D
investment enables innovation, efficiency and adaptation, and is crucial for sustainable MSME
development (Kalathingal, & Ambrammal, 2025).

Adoption of FinTech can enhance the financing, innovation and sustainable growth of MSMEs. But there
are numerous challenges for many South Asian MSMEs in realizing innovation outcomes from digital
financial opportunities, owing to their limited capabilities and investment possibilities. Although there are
existing works that studied the effect of FinTech on financial inclusion and performance, the influence of
R&D investment still has not been studied properly (Zhu & Guo, 2024). This study aims to fill this gap by
investigating R&D investment as a linkage between the use of FinTech and sustainable growth of MSME:s.

1.2 Theoretical Foundation and Research Direction

This research is based on the Resource Based View (RBV) theory, which states that companies can sustain
their advantage by building up valuable and unique resources (Agrawal et al., 2025). The adoption of
FinTech is seen as a strategic technological resource and R&D investment is seen as an internal capability,
which can convert resources into sustainable outcomes, thereby having direct and indirect impact in
MSME sustainability.

1.3 Objectives and Contributions of the Study

The study is designed to explore: (1) impact of FinTech adoption on R&D investment of MSMEs in South
Asian emerging markets; (2) impact of R&D investment on sustainable growth of MSMEs; and (3) direct
and indirect contribution of FinTech adoption to sustainability via R&D investment. Academically, this
research extends the current literature on FinTech and innovation by proposing an integrated model that
connects the three elements of digital finance, R&D capability and sustainability. From the practical
standpoint, the results could be helpful for policy makers, banks, and MSME owners in formulating
strategies to encourage the adoption of digital technologies and innovation.

1.4 Organization of the Paper

This paper adopts the CARS model and first documents the importance of FinTech adoption and MSME
sustainability, followed by the lack of understanding of the relationship between FinTech and sustainability
(Campanella et al., 2026) which is filled with the development and testing of a conceptual model. The rest
of the paper outlines the methodology, the empirical results, a discussion, implications, and conclusions.

2. Literature Review and Theoretical Development
2.1 FinTech Adoption and the Changing Landscape of MSME Development

By addressing financial constraints, boosting access to digital finance, minimizing information asymmetry,
and optimizing transaction efficiency, FinTech adoption plays a pivotal role in empowering MSMEs
(Omowole et al., 2024). However, its contribution to the provision of innovation investment has not yet
been explored. This paper investigates the connection between FinTech adoption and R&D investment,
along with its impact on sustainable growth of MSMEs, using the frameworks of (RBV) and (DC Theory).
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2.2 R&D Investment and Sustainable Growth of MSMEs

By leveraging the benefits of digital finance, such as increased access, decreased information asymmetry,
and efficient transactions, FinTech adoption helps MSMEs overcome financial constraints (Rahayu et al.,
2023). Its effects on investment in innovation are, however, not yet known. The study investigates the
relationship between the adoption of FinTech and the investment in R&D to foster sustainable growth of
the MSMEs based on Resource Based View and Dynamic Capability Theory.

2.3 FinTech Adoption, R&D Investment, and the Mediating Mechanism for Sustainability

Past research has individually explored the adoption and innovation of FinTech, but not the combined
effects of these on MSMEs sustainability. This study, based on the RBV and Dynamic Capability Theory,
states the technological resource FinTech and the mediating capability as R&D investment. It examines if
the adoption of FinTech positively affects sustainable growth of MSMEs directly and indirectly via R&D
investments in emerging markets of South Asia.

2.4 Theoretical Framework, Conceptual Model Development, and Hypotheses Formulation

The Resource Based View (RBV) and Dynamic Capability Theory (DCT) underlie the relationship
between FinTech adoption, R&D investment and sustainable MSME growth (Wu et al., 2026).
Technological resources (including FinTech) have the ability to strengthen the competitive advantage by
supporting greater financial access and resource efficiency (Zhou et al., 2024). DCT offers a theoretical

framework for how firms convert these resources into capabilities by adapting and innovating (Sultana et
al., 2024).

Resource-Based View (RBV)
Barney, 1991;
Dynamic Capability Theory
(DCT)

Teece et al., 1997

s

FinTech Adoption
(Digital Financial Resource)

H1: Positive Effect

R&D Investment Indirect Effect through
(Innovation Capability H3: Direct Effect . R&D Investment
Mediator) H3: Mediation

H2: Positive Effect

[ T h e
Sustainable Growth of
MSMEs
(Sustainable Outcome)

Figure 1: Theoretical & Conceptual Framework
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Therefore, R&D investment is an enabler that transforms the opportunities created by FinTech into
innovation, efficiency, and sustainable growth of MSMEs (David et al., 2025). The framework suggests
two types of impacts of FinTech adoption on sustainability: direct and indirect.

FinTech Adoption and R&D Investment

By augmenting access to digital financing, decreasing information asymmetry, and enhancing financial
transaction efficiency, FinTech solutions can alleviate financial barriers. These benefits could give MSMEs
extra funds to invest in innovation activities (Adelaja et al., 2024). While prior works focus on financial
inclusion and performance aspects of FinTech, its impact on firms' innovation investment decision is not
fully understood (Pranajaya et al., 2024). Hence, the following study is proposed: This study is focusing on
the relationship between three variables; FinTech Adoption (Independent Variable), R&D Investment
(Mediating Variable) and Sustainable Growth of MSMEs (Dependent Variable). The framework,
developed in the context of the Resource Based View and Dynamic Capability Theory, suggests that the
adoption of FinTech improves the digital resources of the companies, driving R&D investments and
boosting sustainable development (Wang et al., 2024).

Hypothesis Relationships:

H1: FinTech has a strong positive impact on R&D investments of MSMEs in South Asia (Divekar et al.,
2024).

H2: There is a significant positive relationship between R&D investment and sustainable growth of
MSME in South Asian countries (Fang et al., 2022).

H3: Adopting FinTech has a significant positive impact on sustainable MSME growth, both directly and
indirectly, via funding for research and development (Asad ef al., 2025).

The model highlights R&D investment as the mechanism through which FinTech-driven resources are
transformed into innovation capability and long-term sustainability.

2.5 Research Gap

Previous research has investigated the adoption, innovation and sustainability of FinTech individually, and
there is still a lack of understanding on how they are connected, especially in the context of emerging
MSMEs in South Asia. It fills this gap by developing and testing a framework connecting FinTech
adoption, R&D investment, and sustainable growth. It builds on previous studies, underscoring the
importance of innovation investment as a mediator and providing implications for the development of
MSMEs with digital innovation.

3. Methodology
3.1 Research Design and Study Context

The research in this study adopted a cross-sectional quantitative survey research design to analyze the
relationship between FinTech adoption, R&D investment and sustainable MSME growth in Bangladesh.
The data has been gathered from MSME's from January to April 2026. The research drew upon the
Resource-Based View and Dynamic Capability Theory, framing FinTech as a strategic resource and R&D
as an innovation capability as a means to achieve a digital transformation towards sustainable business
outcomes.

3.2 Ethical Considerations

The data was collected after being approved by the Institutional Review Board (IRB) of (IRB) of Northeast
Medical College and Hospital, Sylhet, Bangladesh. for ethical approval. The study was conducted in
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compliance with ethical principles which include informed consent, confidentiality, and the participation of
respondents. To comply with the research ethics, all the participants were told about the objectives of the
research and their rights before answering the survey.

3.3 Participants and Sampling Procedure

The study focused on MSME stakeholders in Bangladesh, who were judiciously selected by purposive
sampling to have the necessary knowledge of finance, technology adoption, and innovation practices. Both
online and offline questionnaires were used for data collection. There were 350 surveys issued and 312
surveys were retained after screening. The sample size was large enough for regression and mediation
analysis (Williams et al., 2022).

3.4 Measurement Instruments and Data Collection Procedure

The questionnaire was developed through adaptation of known empirical studies which were customized
to the context of MSME in Bangladesh. It covered areas of demographics, adoption of FinTech, investment
in R&D, and sustainable growth. Constructs were rated on a 5-point Likert Scale (1 = strongly disagree, 5
= strongly agree). Prior to data collection, clarity, reliability and contextual relevance were ensured by
expert reviews of the instrument and by pilot testing it with 30 MSME respondents.

3.5 Statistical Analysis

IBM SPSS Statistics 29.0 was used to analyse the data. Data were analyzed by descriptive statistics,
reliability analysis and exploratory factor analysis to evaluate the characteristics, consistency and validity
of data. Pearson correlation and multiple regression analyses were used to examine relationship and direct
effects. Hayes' PROCESS Macro (Model 4) was used to investigate the mediating effect of R&D
investment (Liu et al., 2025), and 5,000 bootstrap samples were performed. The significance was tested by
p< .05 and the Harman's test and the procedural control were used to assess the common method bias.

4. Results and Data Analysis
4.1 Respondent Profile and Descriptive Statistics

A total of 312 valid responses from MSME owners, managers and decision-makers were analyzed in this
study from Bangladesh. The sample included a variety of sectors and firm attributes and made it possible
to understand the link between FinTech adoption, R&D investment and sustainable growth. The
characteristics of the respondents are summarized in Table 1.

Table 1
Summary of Respondent Characteristics (N = 312)

Characteristics Main categories (%)

Gender Male (69.9), Female (30.1)

Position Owner (40.4), Manager (34.6), Decision-maker (25.0)
]je‘iizess Trading (40.4), Manufacturing (35.9), Service (23.7)
Firm age 5-10 years (41.0), <5 years (30.8), >10 years (28.2)
Enterprise size Micro (46.8), Small (35.9), Medium (17.3)

Note. Values are percentages of respondents.
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4.2 Measurement Reliability Assessment

Cronbach's alpha was used to check the reliability of the measurement scales before testing the suggested
hypotheses. As seen in Table 2, the internal consistency of all constructs was good, with an alpha
coefficient greater than .70 (Maruf & Mannan, 2026). Thus, the measure items exhibited good reliability
and went on for further statistical analysis.

Table 2
Reliability Analysis of Study Constructs

Construct Number of Items Cronbach’s Alpha
FinTech

i 6 .874
Adoption
R&D Investment 5 .846
Sustainable

6 .891

Growth

Note. Cronbach's alpha values above .70 indicate acceptable internal consistency.

4.3 Summary of Measurement Validation, Correlation, and Hypothesis Testing Results

Exploratory factor analysis (EFA), Pearson correlation analysis, and regression analysis were used to
measure and analyze the relationships. The results of the EFA confirmed that the measurement model was
good, where the sampling adequacy and construct representation were satisfactory. The results showed that
there was a significant positive correlation between R&D investment and sustainable growth, as well as
between the adoption of FinTech and sustainable growth. In addition, the proposed direct relationships
were confirmed by regression analysis, which supports H1 and H2.

H1: B8 = 0.542, p < 0.001

Sustainable
Growth

FinTech
Adoption

H3 (Mediation)

H1: B H2: B
= 0.542, B =0.618,
< 0.001 p < 0.001

R&D
Investment

Figure 2: The measurement Model

The measurement model showed good construct validity, which was determined by the KMO value of
0.842, the factorability of the Bartlett's test (p < .001) and the explained variance of 68.47%. The
significant positive correlations between FinTech adoption and R&D investment, and sustainable growth,
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were validated by correlation analysis. The same two hypotheses were further supported by structural path
analysis, which revealed that the adoption of FinTech has a significant positive impact on R&D
investment, and R&D investment positively contributes to sustainable growth.

4.6 Mediation Analysis

Hayes' PROCESS Macro (Model 4) was used to test the mediating role and 5,000 bootstrap samples were
performed (Ahmed et al., 2025). The results showed that the indirect effect of the relationship between
FinTech adoption and sustainable growth was significant given the bootstrap confidence interval of the
indirect effect did not contain zero.

Table 3
Mediation Effect of R&D Investment Between FinTech Adoption and Sustainable Growth

Effect B Boot SE BootLLCI BootULCI Decision
Direct Effect 214 .061 .094 334 Significant
Indirect Effect  .335  .048 245 437 Significant

The findings of mediation upheld the H3 hypothesis, which stated that the adoption of FinTech helped
MSMESs grow sustainably, both by itself and by increasing their ability to invest in R&D.

5. Findings and Discussion

The results suggest that the growing adoption of FinTech can substantially improve R&D investments
among MSMEs which support HI. This indicates that digital financial technologies support firms to
address their resource limitation and enhance their innovation capability which is in line with Resource
Based View (RBV). In addition, firms' investments in R&D affect sustainable growth, positively so in
improving firms' competitiveness and long-term adaptability, which supports H2. The mediation analysis
also demonstrates the significant mediation effects of R&D investment on the link between FinTech
adoption and sustainable growth, in support of H3. The results are consistent with Dynamic Capability
Theory which argues that MSMESs' sustainability is the result of converting digital resources by making
innovation capability.

6. Conclusion

The study shows that adoption of FinTech helps MSMEs grow sustainably by making it easier for them to
invest in R&D. It brings digital finance and innovation perspectives together (RBV and Dynamic
Capability Theory) and offers theoretical and practical contributions. Findings inform policymakers and
stakeholders on how to facilitate access to and the promotion of FinTech innovation support. The design is
based on a cross-sectional approach, however, the cross-sectional study is based in Bangladesh which
restricts generalisability. Longitudinal, cross-country, and moderating factors to the sustainability of
MSMESs must be studied in the future.
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