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ABSTRACT 

The article aims to explore the impact of Financial Technology (FinTech) lending on the 
availability of unsecured consumer credit. Given the low penetration of credit in India, lending 
is an attractive business opportunity. Several non-financial services companies have entered the 
lending space over the last few years. The non-traditional companies that have a strong brand, 
large consumer base as well as a strong distribution network will attack the lending market 
through innovative digital models. These innovative models are not only being used by the 
FinTech companies but also by the banks and NBFCs by way of partnership. The 
complexities and inefficiencies built by the traditional channels of lending have left out the 
micro-borrowers and underserved population of the society.  

The article also highlights how the financial data of a prospective or ‘New to Credit’ customer 
is evaluated by way of digital lending and explore the role of financial regulators like the RBI. 
The authors have discussed how the digital technology drives the micro-borrowers to make need 
based informed decisions and enable the generation of alternative credit scores based on non-
traditional data thereby improving their financial inclusion in the money lending market. 
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INTRODUCTION 

 
I. Financial Inclusion 

It was famously propounded by Charles Darwin that “If the misery of the poor be 

caused not by the laws of nature, but by our institutions, great is our sin.”.1 Inclusion by 

way of literacy is the key to ensure access to appropriate products and services 

needed by vulnerable groups. The institutions providing financial services have 

to ensure that that weaker sections and low-income groups of our society are 

provided with an easy access to timely and adequate credit at affordable costs.2 

In brief, financial inclusion is a means to promoting affordable and accessible 

financial services to all the citizens in a transparent and safe manner in order to 

support the inclusive and resilient multi-stakeholder led growth. However, in 

order to cut costs and improve service delivery of formal financial services and 

products, greater reliance on technology needs to be facilitated.3  

II. Micro-borrowers unlikely to receive credit in the form of loans 

from formal lending channels 

People who could not borrow funds from the traditional credit lending sources 

previously have benefited from the implementation of the peer-to-peer (P2P) 

economy. It is a model for transferring credit risk from banks and financial 

institutions and dispersing it among individual lenders, who are typically 

individuals and households seeking better returns on their surplus savings.4  

There is a need for better policies to create conducive environment for the 

                                                 
1 M. Sreeramulu, Financial Inclusion in India – An Assessment, RESERVE BANK OF INDIA, 
https://rbidocs.rbi.org.in/rdocs/Speeches/PDFs/MFI101213FS.pdf.  
2 Rangarajan C., Committee on Financial Inclusion, RESERVE BANK OF INDIA (2008), 
http://slbckarnataka.com/UserFiles/slbc/Full%20Report.pdf.   
3 Mohanty D., Committee on Medium-Term Path to Financial Inclusion, RBI (2015), 
https://rbidocs.rbi.org.in/rdocs/PublicationReport/Pdfs/FFIRA27F4530706A41A0BC394D0
1CB4892CC.PDF.  
4 FinTech in India- Ready for Breakout, DELOITTE- IAMAI, (July 2017), at 17, 
https://www2.deloitte.com/content/dam/Deloitte/in/Documents/financial-services/in-fs-
FinTech-india-ready-for-breakout-noexp.pdf. 
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overall development of borrowers, lenders and the industry. Still, the sector 

poses a unique challenge to the principles of customer well-being and needs to 

transform the borrower’s journey from that of a job seeker to a job creator.5 

The regulatory framework of NBFC-MFIs only defines micro-credit-specific 

rules from the perspective of customer well-being and not how micro-credit is 

offered by banks and NBFCs. Lenders do not operate under any one set of 

rules while dealing with the same set of customers, which in turn undermine the 

well-being of the customers, risking the industry. In the wake of these 

circumstances, the micro-credit industry has voluntarily adopted Code of 

Responsible Lending (“CRL”), which includes five globally accepted customer 

protected principles- fair interaction, suitability, transparency, privacy and 

grievance redressal.6 

These principles are for the delivery of financial services to the base of the 

income pyramid- women, rural population and MSMEs, in order to enhance 

their livelihoods and meet social and emergency needs. In India, microfinance is 

mostly identified with micro-credit, which refers to unsecured small-ticket loans 

to low-income customers.7  

It is necessary for us to analyse the deliberation process that takes place in the 

minds of these individuals before borrowing the money. The first and foremost 

decision they take is based on their financial need, the need which is recognised 

by way of their life which is a mixture of consumption, emergencies and 

opportunities. Further, to address these needs, the individuals need to 

                                                 
5 Vision of Microfinance in India, PWC-SIDBI (Nov., 2019), at 11, 
https://www.pwc.in/assets/pdfs/consulting/financial-services/vision-of-microfinance-in-
india.pdf. 
6 Clause 1.1, Code of Conduct, CENTRUM MICROCREDIT LIMITED (Feb 2019), 
https://www.centrum.co.in/sites/default/files/Policies/cmpl-code-of-conduct-final-docx.pdf.  
7 Sugandh Saxena, What micro lenders must do to safeguard their customers, LIVEMINT (Oct 24, 2019),  
https://www.livemint.com/opinion/online-views/what-micro-lenders-must-do-to-safeguard-
their-customers-11571935624945.html.  
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simultaneously choose from three credit lending channels primarily - formal, 

semiformal and informal, which involves screening certain information about 

borrowing options, their evaluation, and selection. This decision is also driven 

by external factors which involve sociological, economical and behavioural 

circumstances. The screening and finality of the institution leads the micro-

borrowers to opt for the informal institutions based on the transaction costs, 

likelihood of credit access in the future and other flexible benefits.8 In most 

cases, borrowers are also successful in establishing good social relationships 

with their lenders from informal institutions. Borrowing from an informal 

institution thereby, is often accompanied with the element of trust. 

But this is not a one way choice left up to the borrowers. Their decision of 

opting for informal institutions over formal ones is also affected by the 

unlikeliness of the formal financial institutions to grant them credit in the form 

of loans. Non-ownership of non-liquid and immovable assets which can be 

used as collateral in banks can hinder access to formal markets as lower-income 

households may be prone to idiosyncratic shocks, therefore demanding more 

informal credit.9 

This entire cycle of borrowing mainly depends upon the existing information 

asymmetries between borrowers and lenders. Borrowers are aware of their 

repayment abilities and creditworthiness, whereas lenders in order to avoid 

financial risk and moral hazard avoid granting them access to credit. But these 

                                                 
8 Guirkinger C., Understanding the Coexistence of Formal and Informal Credit Markets in Piura, 36(8), 
PERU. WORLD DEVELOPMENT, 1436–1452 (2008), 
https://imas2008.files.wordpress.com/2008/08/guirkinger-2008.pdf. 
9 Olga Kondratjeva, Exploring the Connection of Formal and Informal Borrowing and Household Well-
Being: The Case of Nepal, THE OHIO STATE UNIVERSITY 19 (2017), 
https://etd.ohiolink.edu/apexprod/rws_etd/send_file/send?accession=osu150054952679372
&disposition=inline.  
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institutions can make headway by way of intensive ex-ante screening of loan 

applicants.10  

Lenders facing information asymmetry problems could devote more resources 

into mitigating the problem or commercial lending can be developed by way of 

innovative technologies and concepts. However, the micro-borrowers get 

attracted to the alternative informal channel because of the social ties, lower 

costs using collateral substitutes and localisation. In comparison, the entire 

lending and borrowing process through formal channels is often construed to 

be extremely complicated by virtue of the high documentation load 

accompanying it and increased logistical costs. It is necessary, thereby, to 

provide for an easy and hassle free process of securing loan by using modern 

innovations and technology.  

USING TECHNOLOGY TO FACILITATE ALTERNATIVE LENDING TO NEW TO 

CREDIT CUSTOMERS 

I. ‘New to Credit’ Customers 

New to Credit (NTC) customers comprise of a segment which has not 

previously borrowed from the traditional credit lending institutions. These 

customers either have low income, reside in rural areas where financial goods 

and services have limited ground presence, or are first time borrowers and are 

disqualified from obtaining a bank loan from the formal financial institutions 

owing to their credit history. 

The advent of digitization however, has played a pivotal role in remedying the 

aforementioned situation. FinTech companies assess credit risks by utilizing the 

database containing prospective money borrower’s experience in a hassle-free 

way. Amongst the credit-eligible customers in India, only a few are credit-active 

and remaining act as a the potential attraction for the financial institutions. This 

                                                 
10 Id at 22.  
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untapped borrower market can lead to a prudent growth for lenders who are 

willing to meet the needs of the non-active credit population of the nation.11  

II. How do NTC customers secure loans without resorting to 

technology? 

In the absence of digital banking, there are mainly three alternatives available 

with the NTC customers. These can be classified into informal, semi-formal 

and formal borrowing channels (Table I). It is difficult for micro-borrowers to 

resort to formal lending channel in order to adequately meet their high credit 

requirements. By providing access to liquidity for improvement of livelihoods 

of low-income individuals, financial inclusion is preferred.12 But it is not always 

that these micro-borrowers can borrow from the formal channels.  

Informal financial 

arrangements 

Semi- formal financial 

institutions 

Formal financial 

institutions 

Relatives, co-workers, 

neighbours, friends, 

employers, landlords, 

merchants, shopkeepers, 

moneylenders, self-help 

groups and non-financial 

group members 

(associations of 

producers and 

Unregulated NGOs, 

unregulated 

microfinance 

institutions, unregulated 

savings and credit 

cooperatives, or village 

banks. 

Commercial banks, and 

other types of banks 

(state, development, 

governmental, 

microfinance, Grameen), 

regulated NGOs, finance 

companies, regulated 

savings and credit 

cooperatives.14  

                                                 
11 FE Online, Economic boom in India coming soon? Massive number of consumers eligible for credit; here’s 
what it means, FINANCIAL EXPRESS (May 21, 2018), 
https://www.financialexpress.com/economy/economic-boom-in-india-coming-soon-massive-
number-of-consumers-eligible-for-credit-heres-what-it-means/1175548/.  
12 Madhusudan Ekambaram, COVID-19 lockdown: How digital lenders can contribute to financial 
inclusion, FINANCIAL EXPRESS (Aug 18, 2020), 
https://www.financialexpress.com/money/covid-19-lockdown-how-digital-lenders-can-
contribute-to-financial-inclusion/2058684/.  
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consumers, women’s 

associations, farmers’ 

associations)13 

 

(Table I) 

Both formal and informal credit is considered by the customers due to different 

credit arrangements and levels of accessibility based on their economic well-

being. A report by the World Bank describes that the most cited reasons for not 

enrolling in a bank account is the lack of money (30%), ownership of an 

account by another family member (25%) high costs of opening a bank account 

(23%), and physical distance (20%).15 

The social environment and social ties tend to play a crucial role in influencing 

borrowers’ selection of a particular lender, specifically from the informal 

financial institutions (friends, relatives, neighbours and private lenders).16 

Economic considerations of low borrowing costs, convenient loan terms or 

lenders’ availability of capital are also factors influencing decision making. In 

some cases, loan is secured by way of advice or assistance of friends and 

neighbours who provide information about available borrowing channels, assist 

with loan applications, or encourage joining particular financial institutions. 

The terms and costs of loan or lack of appropriate collateral can influence how 

borrowers make trade-offs between different credit options, be it banks or 

informal institutions. But instead of hopping from one institution to other, 

                                                                                                                             
14 Vikas Batra & Sumanjeet, The State of Microfinance in India: Emergence, Delivery Models and Issues, 
AIUB (2011), https://core.ac.uk/download/pdf/6234654.pdf.  
13 HELEN TODD, WOMEN AT THE CENTER: GRAMEEN BANK BORROWERS AFTER ONE 

DECADE (Boulder Co: Westview Press, 1996). 
15 Global Financial Development Report 2014: Financial Inclusion, WORLD BANK, (2014) 
http://documents1.worldbank.org/curated/en/225251468330270218/pdf/Global-financial-
development-report-2014-financial-inclusion.pdf.  
16 Supra 9, at 139.  
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some customers prefer being “locked-in” as they might be unwilling to search 

for better alternatives, simply because it is easier and more convenient to stay 

with the old financial institution.17 Participation in the same institution is more 

suitable instead of re-evaluating expenses during each borrowing cycle. The 

decision whether to borrow or not to borrow from a financial institution is thus 

a combination of exogenous constraints and endogenous processes.  

III. Digital Lending as a means to ensure Financial Inclusion 

The future is digital and to bring the excluded population into the mainstream, 

we need to leverage the power of finance plus technology, and eye on the 

milestone of digital transformation. FinTech, with its cutting edge technology 

and digital expertise, offers new financial products and services to new market 

segments in an economically viable manner.18 

The goal of financial services made available via digital platforms is to 

contribute to poverty reduction and to financial inclusion objectives of 

developing economies.19 Ease of access to financial services via digital platforms 

through the use of smart electronic devices like mobile phones and personal 

computers, is known to have led to greater financial inclusion. This has been 

achieved by providing NTC customers from tier two and tier three cities and 

villages with personal credit services, which can be accessed easily through these 

electronic devices. According to estimates made by the World Bank, nearly 50% 

of the people in the developing world are already in possession of, or have 

                                                 
17 Supra note 9, at 143.  
18 Supra note 4, at 7.   
19 U.N. DIGITAL FINANCIAL INCLUSION – INTERNATIONAL TELECOMMUNICATION UNION 

(ITU), Issue Brief Series, Inter-agency Task Force on Financing for Development, (July 2016), 
https://www.un.org/esa/ffd/wp-content/uploads/2016/01/Digital-Financial-
Inclusion_ITU_IATF-Issue-Brief.pdf. 
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access to mobile phones and smart electronic devices.20 Despite the 

aforementioned position, digital finance and financial inclusion have failed to 

adequately permeate to the relatively underprivileged sections of our society. 

This disparity is also observable in the FinTech lending sector. FinTech lenders 

however, are continually ramping up their efforts to make sure that their “easy 

credit - facilitating technology” truly reaches those in need.  

IV. FinTech and FinTech Providers 

Over the last few decades, FinTech and FinTech providers have certainly 

gained more popularity in the financial sector as discussed above. They fall 

under the group of “alternative lending” through the use of new technologies 

like machine learning algorithms and big data analytics.21  

THE RISE OF NEW TO CREDIT CUSTOMERS IN INDIA 

I. The impact of alternative lending channels on the growth of the 

Indian economy 

With digital transformation taking place in India, the traditional form of 

borrowing from family, friends, and unorganized money lenders has been 

levelled up in a way to meet the demand and supply.  

The most deprived section of our society are the 83 million people living in 

rural India, which has been underserved when it comes to access to financial 

products and financial literacy. The potential customers are facing financial 

                                                 
20 Digital Finance- Empowering the Poor via New Technologies, WORLD BANK (April, 2014), 
https://www.worldbank.org/en/news/feature/2014/04/10/digital-finance-empowering-poor-
new-technologies.  
21 Variyar, M., FinTech cos like CapitalFloat, LoanTap are using bots to decide if you’re eligible for a loan, 
ECONOMIC TIMES (Nov 09, 2016), 
http://tech.economictimes.indiatimes.com/news/startups/FinTech-cos-like-capitalfloat-
loantap-are-using-bots-todecide-if-youre-eligible-for-a-loan/55325018.  
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literacy as the biggest roadblock.22 But the government, RBI and FinTech-

focused government bodies are tackling it by way of various initiatives. For 

example, the Financial Literacy Week initiative by the RBI aims to promote 

awareness on key topics every year through a focused campaign. This year, the 

focus was on the financial literacy of farmers. By investing in such manner, we 

can build better businesses and better lives and bridge the financial services gap 

in rural India and bring financial inclusion to more people.23 In India, FinTech 

has grown from urban to urban-rural and then rural markets and low-income 

base population, focusing on financial inclusion possibilities in the underserved 

population of India. Acting as the best alternative for lending built around 

technology, the operating cost is more efficient, servicing activities are within a 

flexible regulatory environment as compared to the traditional banking model. 

They must not prioritize quantity over quality of loans. This will ensure success 

of this model.24 

Formal institutions can benefit from the digital lending segment through 

constant innovations and collaborations. From the data available, there is lack 

of capital for micro borrowers’ sustenance because of insufficient business data 

and financial reports. In order to revolutionize the way of lending, digital 

lending addresses such credit gap and financial exclusion. Alternative lending or 

digital lending refers to credit disbursal services offered by digital platforms 

through the distribution of easy to obtain low-cost loans to the largely untapped 

market in the form of Micro Small and Medium Enterprises (MSMEs) loans, 

consumer loans, working capital loans and payday loans, among others.25 The 

                                                 
22 Dr. Deepali Pant Joshi, Financial Inclusion & Financial Literacy, Bi Oecd Seminar – Roundtable On 
The Updates On Financial Education And Inclusion Programmes In India, at 11, OECD (June 28, 
2011), https://www.oecd.org/finance/financial-education/48303408.pdf.  
23 Mona Kapoor, Banking goes digital to reach rural entrepreneurs, ACCION (Sept 02, 2020), 
https://www.accion.org/banking-goes-digital-to-reach-rural-entrepreneurs.  
24 Supra note 4, at 17.   
25 Ravikumar Thangaraj, Digital Lending: Is it an Alternative Lending Revolution? 8 INTERNATIONAL 

JOURNAL OF SCIENTIFIC & TECHNOLOGY RESEARCH 599-601 (2019). 
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non-formal sector prefers these loans over the more traditionally offered loan 

schemes owing to their categorization as a relatively less volatile asset class.26 

Added benefit of these loans is that they are often disbursed faster and have a 

short term repayment period. Granted, that alternative credit lending services 

like these cannot completely replace the traditional form of money lending in 

developing countries like India anytime soon, but they are likely to contribute 

significantly to the growth of the economy of as a whole in the long run. The 

Boston Consultancy Group, for instance, estimates that the digitally distributed 

retail loans in India are likely to reach the figure of $1 trillion by the end of 

2023.27  

The information asymmetry has evolved with time and has revolutionised the 

institutions by using AI techniques to check the creditworthiness of especially 

those individuals who may not have formal credit repayment history.28 Such 

technique could provide plethora of data on the digital transactions, financial 

obligations, credit score and their ability to repay it. Be it digital lenders, 

NBFCs, banks or any financial institutions, FinTech in India is accelerating the 

credit economy by leveraging artificial intelligence based credit assessment. 

Even if a prospective customer has never borrowed money from a traditional 

money lending institution before, his money spending patterns are analysed so 

as to determine whether he can repay his short-term loan within the stipulated 

period of time.29 Big data is likely to lead a digital lending boom in India with 

lenders analysing the cost of consumer acquisition, underwriting models and 

early warning systems. For instance, Jan Dhan, the financial inclusion scheme to 

                                                 
26 Id. 
27 Alpesh Shah et al., Digital Lending, at 15, THE BOSTON CONSULTING GROUP (2018), 
https://image-src.bcg.com/Images/BCG-Digital-Lending-Report_tcm9-197622.pdf. 
28 Daniel Bjo↓rkegren and Darrell Grissen, Behavior Revealed in Mobile Phone Usage Predicts Credit 
Repayment, at 34, THE WORLD BANK ECONOMIC REVIEW 618–634 (2020), 
https://academic.oup.com/wber/article-abstract/34/3/618/5622690.  
29 Barras R., Interactive innovation in financial and business services: The vanguard of the service revolution 
19(3) RESEARCH POLICY 215–237 (1990). 
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ensure access to financial services in an affordable manner has opened more 

than 550 million banking accounts in the last two years, with over 90% of 

Indian households accessing to banking services. With their enrolment into the 

Aadhaar scheme in early 2018, brings nearly 1.2 billion people into its fold and 

making Aadhar the world’s largest biometric database.30 

Such technology advancements are contributing towards India’s credit bureau 

infrastructure being the best in the world and bringing more NTC consumers 

into the fold of formal finance. FinTech players are trying to connect the 

unbanked and underbanked population to the mainstream financial system of 

India. Such financial revamp is probably going to take the Indian economy on a 

positive development trajectory through the incorporation of NTC customers, 

in accordance with the nation's digitalization desire. More or less, FinTech has 

wiped out hindrances that were made before in the payment techniques, 

bringing about more noteworthy financial movement and creation of wealth. 

Nearly 150 million consumers who were not 'credit dynamic' are probably now 

qualified to be retail credit borrowers. Tapping into this untapped and 

undiscovered potential borrower market could give remarkable break for retail 

lenders and boost the Indian economy.31 

II. The future of India’s digital ecosystem 

Adopting technological innovations across value chains will aid optimisation of 

resources and processes reduces the turnaround time and drive maximum 

possible growth. Through these mechanisms thereby, prospective borrowers 

                                                 
30 Supra note 27.  
31 FinTech Lending- Unlocking Untapped Potential, NASSCOM (2019), 
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjd
rIq8qdTsAhUbOisKHUczCOMQFjAGegQIChAC&url=https%3A%2F%2Fcommunity.nassc
om.in%2Fdownload.php%3Ffile%3Dwp-content%2Fuploads%2Fattachment%2F18283-
FinTech-lending---unlocking-untapped 
potential.pdf&usg=AOvVaw2__QxDtHiaF2OS365hx1LQ.  

https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjdrIq8qdTsAhUbOisKHUczCOMQFjAGegQIChAC&url=https%3A%2F%2Fcommunity.nasscom.in%2Fdownload.php%3Ffile%3Dwp-content%2Fuploads%2Fattachment%2F18283-fintech-lending---unlocking-untapped%20potential.pdf&usg=AOvVaw2__QxDtHiaF2OS365hx1LQ
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjdrIq8qdTsAhUbOisKHUczCOMQFjAGegQIChAC&url=https%3A%2F%2Fcommunity.nasscom.in%2Fdownload.php%3Ffile%3Dwp-content%2Fuploads%2Fattachment%2F18283-fintech-lending---unlocking-untapped%20potential.pdf&usg=AOvVaw2__QxDtHiaF2OS365hx1LQ
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjdrIq8qdTsAhUbOisKHUczCOMQFjAGegQIChAC&url=https%3A%2F%2Fcommunity.nasscom.in%2Fdownload.php%3Ffile%3Dwp-content%2Fuploads%2Fattachment%2F18283-fintech-lending---unlocking-untapped%20potential.pdf&usg=AOvVaw2__QxDtHiaF2OS365hx1LQ
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjdrIq8qdTsAhUbOisKHUczCOMQFjAGegQIChAC&url=https%3A%2F%2Fcommunity.nasscom.in%2Fdownload.php%3Ffile%3Dwp-content%2Fuploads%2Fattachment%2F18283-fintech-lending---unlocking-untapped%20potential.pdf&usg=AOvVaw2__QxDtHiaF2OS365hx1LQ
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjdrIq8qdTsAhUbOisKHUczCOMQFjAGegQIChAC&url=https%3A%2F%2Fcommunity.nasscom.in%2Fdownload.php%3Ffile%3Dwp-content%2Fuploads%2Fattachment%2F18283-fintech-lending---unlocking-untapped%20potential.pdf&usg=AOvVaw2__QxDtHiaF2OS365hx1LQ
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can avail hassle free loans in a matter of minutes without having to worry about 

them having a good credit score. Along with the analysis of customer behaviour 

patterns to facilitate easy lending, India’s digital ecosystem has been further 

bolstered by development of new technologies like Aadhar, Unified Payment 

Interface (UPI), Bharat Bill Payment System, cashless economy pushes and 

Goods and Service Tax (GST).32  

III. Moving towards a new alternative credit lending regime 

The modelling of banking and financial landscape has majorly been fulfilled by 

FinTech. Technology can allow both banks and FinTech lenders to serve small 

businesses and consumers without brick and mortar investments.33 The 

innovative and unique landscape of AI introduced by registered FinTech is 

improving the penetration of financial services in India by developing credit 

score and history, authenticating identity, leveraging data and most importantly 

serving the borrowers underserved by banks and NBFCs.  

With time these FinTech companies have established their goodwill, which 

have received authentication and recognition from regulating authorities, banks 

and NBFCs and is gradually expanding its operation by means of non-financial 

players as well which are either partnering with NBFCs or spawning their own 

NBFCs to captive consumer base (Table II).34 

Cars24 Automotive sector is seeing traction with OEMs as 

well as digital attackers and planning to launch new age 

digital NBFCs. 

                                                 
32 Supra note 25.   
33 Anjan Thakor, FinTech and Banking, JOURNAL OF FINANCIAL INTERMEDIATION (July 30, 
2019), 
https://apps.olin.wustl.edu/faculty/Thakor/Website%20Papers/FinTechandBanking%20JFI%
202019.pdf.  
34 Supra note 27, at 20. 
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Xiaomi 

 

The mobile handset manufacturer has launched a 

credit program for its consumers in India in 

partnership with KreditBee. 

Samsung It is exploring ‘value +’ models to potentially 

underwrite a large base of consumers on the back of 

handset linked data. 

Flipkart It has recently applied for an NBFC license to offer 

credit to shoppers as well as sellers. 

Uber and Ola Partnering with banks like SBI to introduce financing 

solutions to their drivers. 

Future Retail Planning for setting up a lending business. 

Airtel It is actively getting into financial services business and 

is likely to tie-up with NBFCs to distribute loans to 

their large consumer base. 

Aditya Birla Group It is to combine notable capital with digital models in a 

bid to win 

Paytm and 

MobiKwik 

They are on the back of a large base of acquired and 

engaged consumers. 

(Table II) 

The antique culture of traditional lenders is changing its approach with time and 

digital intervention as the banks and NBFCs are supporting such lending 

companies and enabling them to operate in a truly digital fashion. The working 

of these institutions can be interdependent in a way that when the borrower 

apply for loan, the data by way of consent can be extracted from different 

sources like credit agencies, tax authorities, marketplaces, e-commerce 

companies etc. The credit score so generated is made available to the banks, 

NBFCs and lending FinTech, thereby disposing duplication of efforts by each 
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entity.35 This data is then handled by the respective proprietary risk model and 

through this, partnership banks and NBFCs can acquire the capabilities 

required to offer an end-to-end digital experience to their borrowers for 

equitable growth.36  

Alternative lending channels can remedy this through their partnership with 

FinTech, given the pace of change and customer expectations. Some NBFCs 

are moving forward with testing and deploying solutions in collaboration with 

FinTech software as a service (SaaS), to automate back-end and middleware 

software applications, which shall make the origination and underwriting 

process swift, structured and transparent.37  

But RBI has raised its concern to a point where FinTech entity is the sourcing 

partner, NBFC is the funding partner and as a result, the FinTech companies 

have access to the credit information bureau’s database by getting into 

partnership with the banks and NBFCs, thereby breaching customer 

confidentiality.38 FinTech get their data through their apps as customers consent 

to it but misusing the same and intimidating or harassing the customers is 

problematic and therefore, RBI insists on robustness of internal controls, audit, 

compliance and grievances redressal. There is a dire need to educate the NTC 

customers about their credit behaviour, credit score, etc and empower their 

participation from every social stratum.  

                                                 
35 The Future of Financial Services: How disruptive innovations are reshaping the way financial services are 
structured, provisioned and consumed, WORLD ECONOMIC FORUM (2015), 
http://www3.weforum.org/docs/WEF_The_future__of_financial_services.pdf.  
36 Supra 27, at 37.  
37 Avneesh Singh Narang & Raghav Aggarwal, Breaking new ground: How emerging technologies are 
helping NBFCs evolve, PwC, https://www.pwc.in/consulting/financial-
services/FinTech/FinTech-insights/breaking-new-ground.html.  
38 Pratik Bhakta & Ashwin Manikandan, RBI restricts access to credit data of consumers, THE 

ECONOMIC TIMES (September 19, 2019), https://economictimes.indiatimes.com/small-
biz/startups/newsbuzz/apex-bank-restricts-access-to-credit-data-of-
consumers/articleshow/71194383.cms?from=mdr.  
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CONCLUSION 
Digital lending is gaining widespread acceptance in developing economies 

throughout the world including India. It would not be incorrect to suggest that 

India probably has the largest untapped informal market when it comes to 

digital lending and if digital lending were to be implemented more efficaciously 

here, it would provide a huge impetus to the working of our economy. There is 

limited academic literature pertaining to the use of digital lending for the benefit 

of NTC customers and the poor sections of the society. Scholars have still not 

been able to comprehensively define ‘FinTech’ and determine its implications 

on the working of the world economy. FinTech’s adoption patterns, its key 

characteristics and external factors affecting its implementation are yet to be 

studied fully but positive steps are certainly being taken to analyse, observe and 

explore the existing academic literature pertaining to it.   

Further challenges to understanding FinTech however, still remain. There are 

pending questions for instance, regarding the applicability of technologies like 

blockchain, cryptocurrency, crowd-funding, big data analytics, and near field 

communication, among others to digital lending. It is necessary thereby, to 

apply an all-inclusive approach in understanding what FinTech and digital 

lending actually entails. To top it all, RBI has excluded innovations pertaining to 

credit information and credit registry, which will foreclose innovation. Instead 

of financial inclusion, a path of financial exclusion has been taken, as the 

regulatory authority need to encourage lending products and services vis-à-vis 

technology. 

Due to Covid-19, the necessity of an inclusive financial infrastructure has never 

been more apparent. Rural populations and low-income individuals currently 

suffer from a lack of financial literacy and poor availability of services. The 

increasing collaboration among FinTech companies, banks and NBFCs, calls 

for more focus on data analytics and portability of trusted data between service 
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providers under data empowerment and protection architecture. The dire 

situation of rural populations and low-income individuals has been exacerbated 

by the pandemic. These are players that can no longer be left out of the 

financial system. When we empower participation from every social stratum, we 

drive socio-economic growth. Therefore, it is crucial for us to extend lending 

services by digitally empowering this underserved population in order to create 

a thriving economy for the benefit of everyone. 


