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This systematic review examines the impact of financial technology innovations on financial inclusion in Ethiopia, using the Technology Acceptance Model and Diffusion of Innovation theory. It analyzes the role of digital financial services, such as internet banking, ATMs, and point-of-sale systems, in addressing Ethiopia’s historically low participation in the formal financial sector. Covering empirical, analytical, and policy literature from 2005 to 2024, the review finds that while DFS have expanded access and reduced transaction costs, adoption is still limited by challenges like low financial literacy, inadequate digital infrastructure, gender disparities, and regulatory uncertainty. Key factors influencing financial inclusion include financial innovation, poverty levels, financial sector stability, economic conditions, financial literacy, and regulatory frameworks, which often vary due to issues like poor system maintenance. The paper concludes that sustainable financial inclusion in Ethiopia requires investments in connectivity, consumer protection, and pro-poor financial products, offering targeted policy recommendations for the National Bank of Ethiopia and commercial banks to foster a transition from cash-based to digitally inclusive finance. It also highlights areas for future research, addressing ongoing challenges in achieving broad financial inclusion.
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1. [bookmark: _Toc120681381]Introduction
 Financial inclusion refers to ensuring that all individuals, particularly those from disadvantaged groups, have access to basic financial services within the formal financial sector (Allen et al., 2016; Ozili, 2018). It has become a key area of focus for policymakers and academics for several reasons. First, it is seen as a crucial strategy for achieving the United Nations Sustainable Development Goals (Sahay et al., 2015; Demirguc-Kunt et al., 2017). Second, financial inclusion helps promote social inclusion across societies (Bold et al., 2012). Third, it plays a significant role in poverty reduction (Chibba, 2009; Neaime & Gaysset, 2018). Finally, financial inclusion brings a range of socio-economic benefits (Sarma & Pais, 2011; Kpodar & Andrianaivo, 2011). In many countries, stakeholders continue to invest heavily in increasing financial inclusion and reducing financial exclusion. In developing countries, more than half of the population lacks access to a formal financial institution, and this issue is particularly severe in Sub-Saharan Africa. Financial inclusion is vital for achieving comprehensive social, political, and economic development, as exclusion from the formal financial system is a major obstacle to eradicating poverty (Emmanuel T, 2020). While financial inclusion and financial technology (FinTech) are closely related, financial inclusion in this context refers to all employed adults having access to credit, savings, payments, and insurance from formal financial service providers. This concept has gained global acceptance as a key driver of economic growth and development (Usman, M, 2020). Actual access to financial services involves the reliable and sustainable delivery of services at a reasonable cost, ensuring that those excluded from informal financial services prefer to use formal providers. 
FinTech refers to new financial transactions that use innovation and technology to enhance traditional financial operations through software, methods, products, or business models, providing end-to-end financial services over the internet (Schueffel, 2017).
The impact of poverty on global development has always been significant, with predictions suggesting that 49 million people would fall into extreme poverty in 2020 (World Bank, 2020). The COVID-19 pandemic has worsened this situation, causing deaths, illness, and economic hardship. This has further highlighted the need for inclusivity in global development strategies. 
The primary argument for promoting inclusivity is that poverty results not from a lack of money but from inequality in the distribution of national income. Consequently, financial inclusion remains a key focus in research and policy.
Financial inclusion is generally defined as the availability of finance and financial services to all citizens in a fair, transparent, and affordable manner. It involves providing basic banking services to all segments of society, which is expected to fuel investment, create jobs, and stimulate economic growth. Technological innovation in financial services, known as financial technology (FinTech), encompasses any new technology or innovation that improves traditional financial transaction methods. Specifically, FinTech includes software and technologies used by micro-businesses to provide automated and enhanced financial services. This technology is expected to eliminate barriers to accessing banking services, encourage the use of financial services, and contribute to national economic growth (Asian Development Bank, 2016). The ADB notes that such innovations help reduce service delivery costs, promoting financial inclusion. In Ethiopia, the introduction of digital technologies has significantly transformed the financial services sector. However, the extent to which these innovations have increased participation and accessibility remains a subject of debate.
 Digital financial services (DFS) refer to financial products that rely on digital technologies for both their delivery and usage by consumers. The growth of these services has been driven by technological advancements and improvements in operating systems. In Ethiopia, there are currently four types of digital transactions: ATM services, point-of-sale (POS) services, mobile banking, and internet banking (NBE, 2021). DFS streamline financial transactions, making them more efficient and cost-effective. Powered by financial technologies (FinTech), DFS have the potential to lower costs, increase transaction speed, enhance security and transparency, and offer tailored financial services that can benefit the poor on a large scale. DFS are characterized by low marginal costs and improved transparency (Ceyla Pazarbasioglu et al., 2020).
 Many countries have recognized the importance of financial inclusion for their micro-businesses and have made it a key part of their national strategies (Desalegn & Yemataw, 2017). Financial exclusion not only creates social instability but also exacerbates income inequality (Wang & Guan, 2017). It has been linked to broader social exclusion, contributing to economic, social, and political inequalities, with negative implications for human rights (Caplan, Birkenmaier, & Bae, 2021). 
In contrast, financial inclusion can drive economic growth and reduce poverty (Churchill & Marisetty, 2020). Research shows that financial inclusion reduces financial frictions, thereby enhancing investment (Ezzahid & Elouaourti, 2021; Odugbesan, Ike, Olowu, & Adeleye, 2020). Additionally, financial inclusion is seen as an effective policy tool for promoting inclusive growth and development (Sanjaya & Nursechafia, 2016).
Ethiopia and Kenya have both recognized the potential benefits of expanding financial inclusion and have incorporated it into their national strategies (NBE, 2017; Van Hove & Dubus, 2019). According to the 2017 Global Findex report, Ethiopia is classified as a low-financial inclusion country, whereas Kenya has achieved higher levels of financial inclusion (Demirgüç-Kunt, Klapper, Singer, Ansar, & Hess, 2018). Kenya is a global leader in mobile money services and is widely regarded for sharing its success story with other nations (Hannig, 2013). Ethiopia, however, lags behind Kenya, with a large portion of its population still excluded from formal financial systems (Lakew & Azadi, 2020). Understanding Ethiopia's financial inclusion challenges, identifying the factors influencing its financial inclusion levels, and learning from the experiences of countries like Kenya are crucial. This knowledge is vital for shaping effective policy development in Ethiopia, which currently faces significant gaps in financial inclusion compared to other nations.
The potential of financial technology (FinTech) to enhance financial inclusion is a key issue globally, with significant implications for Ethiopia's economic development. This seminar seeks to analyze how the digitalization of financial services impacts financial inclusion in Ethiopia, focusing on the effects of internet banking, Automated Teller Machines (ATMs), and Point of Sale (POS) systems. The reviewing aims to provide current empirical evidence on the relationship between Fin-Tech and financial inclusion, offering valuable insights for policymakers. The findings will contribute to the body of knowledge and serve as a reference for researchers and academics. Additionally, the conclusions will guide the Ethiopian government and agencies, particularly the National Bank of Ethiopia, in formulating policies to address the unbanked population. The study will also offer recommendations for promoting financial inclusion through Fin-Tech, encouraging greater participation in the formal financial system.


2. [bookmark: _Toc120681385]REVIEW OF RELATED LITERATURE
2.1 Theoretical and Empirical Review 
2.2 Theoretical Review 
This section reviews the literature on financial technological innovation and financial inclusion to establish their theoretical, and empirical frameworks. Financial inclusion, as defined by the Raghuram Committee (2003), is the process of ensuring access to financial services and adequate credit for vulnerable groups at affordable costs, with a focus on marginalized populations. Akingbola (2006) further elaborates that financial inclusion involves extending banking benefits to the previously excluded by offering basic accounts to anyone who desires them. The concept highlights how the unbanked and underbanked can access affordable and quality financial services (CBN, 2009), especially those in low-income and disadvantaged groups (Ene, 2019). Financial inclusion is not only about access but also affordability, quality, sustainability, and outreach to the most excluded populations. BCB (2010) views it as a fundamental right for all citizens and a catalyst for economic growth. The global importance of financial inclusion as a driver of development has led policymakers to focus on achieving developmental goals through greater access to formal banking systems. However, financial inclusion remains a significant challenge, particularly in developing countries like Ethiopia, where 46% of adults globally lack financial service access (Ardic et al., 2019). This issue is particularly acute in Africa, where barriers such as education, gender, income, and geography continue to exclude millions from essential financial services. In Ethiopia, these barriers are even more pronounced, limiting access to financial services for a large portion of the population.
2.2.1 Financial Technology (FinTech)
Financial technology (FinTech) represents one of the most significant innovations in the banking sector in the 21st century. It enables banking services to be conducted outside traditional banking premises, providing customers the ability to complete transactions from anywhere using electronic devices such as mobile phones, automated teller machines (ATMs), point-of-sale (POS) systems, smart televisions, computers, and tablets. Common banking transactions such as fund transfers, balance inquiries, bill payments, airtime purchases, and account openings can now be initiated or completed remotely.

Financial technology has been defined in various ways by researchers. Daniel (2005) describes it as the delivery of banking services and information via different platforms accessible on devices like personal computers, mobile phones, or digital televisions. However, this definition overlooks other platforms like ATMs, internet banking, and POS systems, which are central to this study. Abid and Noreen (2006) offer a broader definition, focusing on the use of information and communication technologies (ICT) by banks to interact with customers and facilitate transactions electronically without the use of cash. Ayman and Poul (2007) narrow this further, defining FinTech as the provision of banking services via telecommunication devices such as mobile phones. The Basel Committee on Banking Supervision (2003) takes a simplified approach, describing FinTech as e-business in the banking industry. Overall, financial technology can be seen as a generic term for delivering banking services and products through electronic channels, including mobile phones, the internet, ATMs, and POS systems. It allows for banking transactions, account management, and access to personalized financial information. FinTech has existed for some time, primarily through ATMs and mobile phone-based transactions, but the internet has recently transformed the delivery of these services, making banking more accessible for both customers and banks (Moddibo, 2018). Financial technology services enable customers to execute financial transactions, manage accounts, and access tailored information through telecommunication devices and communication technologies.
Key FinTech Services:
i. Automated Teller Machines (ATM): ATMs are machines that allow customers to perform various banking transactions, such as withdrawing and depositing cash, checking balances, transferring funds, purchasing airtime, and paying bills, without needing to visit a bank branch. These machines are available 24/7 and may operate with or without a card (Al-Sukkar, 2005).
ii. Point-of-Sale (POS): A POS system, also known as point of purchase (POP), facilitates electronic payments during transactions using cards. It is typically used by salespeople to manage the transaction process, print receipts, and record sales for business and tax purposes (Chitokwindo, 2014). However, some illegal software, known as "zappers," is increasingly used to falsify records and evade taxes.
iii. Internet Banking: Internet banking, also referred to as online banking, allows customers to conduct banking transactions through secure websites operated by financial institutions, such as retail banks or credit unions. It enables users to check account balances, transfer funds, and access other banking services from anywhere, at any time, without visiting a physical branch. Internet banking increases accessibility, especially for people in remote areas, providing faster, more efficient financial services (Abid & Noreen, 2006). However, it is vulnerable to fraud if conducted over insecure platforms (Alabar, 2012). According to the World Bank (2010), internet banking allows account holders to perform transactions using a mobile device, which eliminates the need to visit a bank branch and saves time, increasing efficiency (Sanusi, 2010; Ahmed et al., 2011).
2.2.2 Financial Inclusion and Benefits 
Financial inclusion is the process of ensuring that all individuals, particularly those from underserved or excluded populations, have access to essential financial services, such as savings accounts, credit, insurance, and payment systems, at an affordable cost. This inclusivity can be facilitated through both traditional financial institutions and modern digital platforms, ensuring that people can manage their financial lives effectively regardless of their economic status (Demirguc-Kunt et al., 2021). The benefits of financial inclusion are far-reaching, including poverty reduction by providing access to credit, savings, and insurance products that enable individuals to invest in businesses or education, thus improving their financial security. It also stimulates economic growth by promoting entrepreneurship and investment, creating job opportunities, and fostering broader prosperity (World Bank, 2021). Moreover, financial inclusion encourages social inclusion by reducing inequality, allowing marginalized groups to gain economic empowerment and participate in the formal financial system. Increased access to savings and insurance services enhances financial security, helping individual’s weather financial shocks and plan for the future (Lakew & Azadi, 2020). Additionally, financial inclusion boosts financial literacy, empowering individuals to make informed financial decisions and plan better for the future. Specifically, financial inclusion plays a crucial role in women’s empowerment by providing access to financial resources, enabling them to contribute to family income and improve their social and economic standing (NBE, 2021). In Ethiopia, where a significant portion of the population is still excluded from formal financial systems, expanding financial inclusion through digital finance innovations such as mobile banking and digital wallets could significantly reduce poverty and inequality, fostering economic growth and supporting the achievement of sustainable development goals. Financial inclusion in Ethiopia can drive social change, improve quality of life, and contribute to the country’s broader economic development (Demirguc-Kunt et al., 2021; Lakew & Azadi, 2020).
Mohan (2018) emphasized that improved access to financial services provides significant benefits to consumers, regulators, and the economy. He explained that having a bank account gives individuals access to various financial products, enhances transaction convenience, and ensures safer, low-cost options for remittances and credit. For regulators, the transparency of transactions simplifies oversight, while for the economy, financial inclusion drives more efficient capital accumulation. Mohan concluded that a bank account serves multiple purposes, benefiting all economic actors. Similarly, Saddam (2019) argued that including previously excluded groups in the financial system boosts economic activity, reduces poverty, and enhances the ability of the poor to save, borrow, and make payments, ultimately fostering higher economic growth.
2.2.2.1 Dimensions of Financial Inclusion
The dimensions of financial inclusion encompass several key aspects that ensure underserved or excluded populations have access to essential financial services, addressing various needs and contributing to a more inclusive financial system. These dimensions include access to basic banking services, such as no-frills accounts for daily transactions, which enable individuals with limited resources to engage in financial activities. It also includes savings products tailored to low-income individuals and those with irregular cash flows, supporting financial resilience and long-term planning. Credit availability is vital for personal and business growth, ensuring individuals in underserved communities can access affordable credit for education, health, and business purposes. Insurance products offer financial protection against unforeseen risks, reducing vulnerability and improving financial security. Money transfer services enable individuals to send and receive funds securely and affordably, particularly important for migrant workers and families. Promoting financial literacy empowers individuals to make informed decisions, while expanding credit and savings mobilization in rural areas ensures broader access to financial services. Support for small businesses and entrepreneurs is critical for economic growth and job creation, with financial inclusion offering the necessary tools to access capital. By reducing social inequality, financial inclusion empowers marginalized groups, such as women and low-income families, and promotes social and economic empowerment. Lastly, encouraging savings and investment allows individuals to build wealth over time, fostering broader economic growth. Together, these dimensions help create an ecosystem where all individuals, regardless of their socio-economic background, can manage their financial lives and contribute to economic development (Demirguc-Kunt et al., 2020; Sarma & Pais, 2021; Ocampo et al., 2022).
2.2.2.2 Issue and Challenges of Financial Inclusion
The lack of access to financial services for billions of adults globally represents a major barrier to economic growth and development. According to Moghalu (2019), this challenge is particularly severe in developing countries but is also present in emerging and even high-income nations. Financial inclusion, which refers to the ability of individuals and businesses to access useful and affordable financial products and services, has become a priority for governments worldwide. Policies to promote financial inclusion are being implemented globally, with the aim of reaching the underserved populations, particularly in rural areas and low-income communities.
Despite these efforts, the barriers to financial inclusion are not just about weaknesses or inefficiencies within financial systems themselves. Moghalu (2019) highlights a more fundamental issue: the macroeconomic environment. In many countries, including those in Africa and Ethiopia, high levels of poverty and low-income levels are key factors preventing large portions of the population from participating in the formal financial system. Even though financial institutions may exist, people are often unable to access services due to lack of disposable income, limited financial knowledge, or the physical and logistical barriers to accessing these services.
In Africa, the situation is especially dire. The continent has a large unbanked population due to various factors such as underdeveloped financial infrastructures, the dominance of informal economies, and lack of financial literacy. Many African nations, including Ethiopia, face challenges such as low internet penetration, limited banking infrastructure, and regulatory barriers that hinder access to financial services. Moreover, in rural areas, where the majority of the population resides, there is often no access to physical bank branches, and people continue to rely on informal financial systems such as family loans, savings groups, or money lenders. While mobile money solutions like M-Pesa in Kenya have made strides in increasing financial inclusion, these solutions are not universal across the continent, and many regions remain financially underserved.
In Ethiopia, these challenges are particularly evident. Although the country has made significant progress in recent years with the expansion of mobile banking and mobile money services, financial inclusion remains a major issue. The rural nature of much of the population, combined with high poverty levels, limits access to formal financial services. A significant portion of the Ethiopian population does not have bank accounts, and many rely on informal financial networks for daily transactions. The country's reliance on cash-based transactions, coupled with low levels of financial literacy, has further contributed to the exclusion of many from the formal financial system. While there are efforts to promote digital financial services and increase the availability of mobile banking, issues such as limited internet access and digital infrastructure, regulatory challenges, and lack of financial education continue to pose significant barriers.
To address these challenges, a multi-pronged approach is needed. In Ethiopia, as in many African countries, improving access to financial products and services tailored to the needs of low-income individuals and those living in rural areas is crucial. Expanding mobile banking and mobile money solutions, while also enhancing internet and digital infrastructure, will play a key role in overcoming geographic barriers. Additionally, promoting financial literacy and education can empower individuals to make informed decisions about managing their finances, saving, and accessing credit. Creating an inclusive economic environment through pro-poor policies and improving income distribution will also be essential to fostering greater financial inclusion. Moreover, enhancing the regulatory framework to encourage the development of more inclusive financial systems one that supports innovative financial technologies such as mobile payments, digital wallets, and fintech solutions is crucial. This includes ensuring that financial institutions cater to the underserved and developing policies that encourage the participation of marginalized populations, such as women and rural communities, in the formal economy.
In conclusion, bridging the financial inclusion gap in Ethiopia, Africa, and globally requires a comprehensive approach that combines expanding access to financial services with fostering an environment that encourages economic participation, reduces poverty, and promotes equitable growth. Only by addressing the underlying macroeconomic issues such as poverty, low income, and poor infrastructure can true financial inclusion be achieved, which will, in turn, drive economic growth and improve the quality of life for millions of people worldwide.

2.2.3 Technology Acceptance Model (TAM)
The Technology Acceptance Model (TAM), introduced by Davis (1986), is particularly relevant for understanding the factors that influence the adoption of new technologies. TAM suggests that users’ decisions to adopt technology are influenced by two key perceptions: Perceived Ease of Use (PEOU) and Perceived Usefulness (PU). PEOU refers to the degree to which a user believes that using a system will be free of effort, while PU reflects the extent to which a user perceives the technology as beneficial for achieving their goals, both in the short and long term (Lule, Omwansa, & Waema, 2012). According to TAM, if individuals perceive a technology to be easy to use and believe it will enhance their performance, they are more likely to adopt it. The model argues that the real usage of a system depends on the user’s behavioral intention, which is shaped by their perception of the system’s ease of use and usefulness (Mojtahed, Nunes & Peng, 2011). TAM also emphasizes the role of perceptions about the technology’s functionality and simplicity in influencing user acceptance (Lim & Ting, 2012).
TAM has been widely used to explain consumer behavior in the adoption of digital financial services. It helps clarify why users may either embrace or reject technological innovations, particularly in the context of financial systems (Mojtahed, Nunes & Peng, 2011). The theory also examines how consumer attitudes and intentions drive technology acceptance, providing insights into the factors that influence the widespread use of digital financial services. By applying TAM, this study aims to explore how customer acceptance of modern banking technologies is crucial for the performance of financial institutions and the realization of financial inclusion goals.
2.2.1 Diffusion of Innovation Theory (DIT)
The Diffusion of Innovations Theory (DIT), proposed by Rogers (1995), explains how innovations spread among users over time and examines the factors influencing their adoption within a social system. DOI emphasizes the gradual dissemination of new ideas or technologies through various channels, often among individuals with shared social beliefs (Echchab & Hassanuddeen, 2013). The theory categorizes adopters into five groups based on their level of innovativeness: innovators, early adopters, early majority, late majority, and laggards. It also identifies key factors that influence innovation adoption, such as relative advantage (how much better an innovation is perceived compared to alternatives), compatibility (how well it aligns with existing values and needs), complexity (the ease or difficulty of understanding and using the innovation), trialability (the ability to experiment with the innovation on a limited basis), and observability (how visible the innovation's results are to others) (Monyoncho, 2015). These attributes are essential in determining the adoption of innovations, particularly in sectors like mobile banking and digital payment systems (Cheu et al., 2000). In the case of Ethiopia, which faces challenges with technology acceptance, while the Technology Acceptance Model (TAM) may better explain individual-level adoption of digital financial services, DOI provides a broader understanding of how innovations diffuse and the factors influencing their integration into society, making it a valuable framework for examining the adoption of financial technologies in the country.
In Ethiopia, digital financial services (DFS) have seen significant growth, particularly within the banking sector, where banks dominate the provision of these services. The National Bank of Ethiopia (NBE) and the Commercial Bank of Ethiopia (CBE) have played pivotal roles in the development and expansion of DFS across the country. Banking in Ethiopia dates back to 1906, and both the NBE and CBE were established in 1963 following the split of the State Bank of Ethiopia (NBE, 2025). Today, the NBE operates as the central bank, overseeing all banking activities, while the CBE is the largest commercial bank in the country (NBE, 2025; Tom Minney, 2024). This expansion of DFS in Ethiopia aligns with global financial inclusion theories, such as the Technology Acceptance Model (TAM) and the Diffusion of Innovations Theory (DOI), which help explain the adoption of digital financial services. The TAM suggests that users' perceptions of the ease of use and usefulness of new technologies directly impact their adoption (Davis, 1986). Similarly, the DOI theory by Rogers (1995) emphasizes the role of key attributes, such as relative advantage, compatibility, and simplicity, in the diffusion of innovation, which is essential for understanding how digital banking services spread and are adopted by the population.
These global theories highlight that for DFS to succeed in Ethiopia, factors such as technological accessibility, user trust, and compatibility with existing financial systems must be considered. The NBE and CBE’s role in integrating these elements supports the broader goal of financial inclusion, which is a central tenet of the United Nations Sustainable Development Goals (SDGs), specifically Goal 8, which promotes inclusive economic growth and decent work for all. Therefore, Ethiopia’s embrace of DFS is not only a national initiative but also part of the global movement towards improving financial inclusion and leveraging technology for economic development.

2.2.4 Empirical Literature
Empirical studies on the impact of financial technology (FinTech) on financial inclusion have yielded mixed results. For instance, Christopher et al. (2006) found that in Nigeria, the availability of financial technology services like ATMs and internet banking did not significantly influence customers’ choice of banking institution, while Mansur (2002) emphasized the positive role of information and communication technology (ICT) in rural India, particularly through internet banking and ATMs. Similarly, Dayadhar (2019) noted that mobile banking and ATMs can extend financial services to underserved rural populations. In Zimbabwe, Mago and Chitokwindo (2014) found that mobile banking significantly impacted financial inclusion by making banking more accessible, affordable, and secure, though their study was limited to a single province. Asare and Sakoe (2015) reported similar findings in Ghana, where financial technology enhanced the accessibility and competitiveness of banking services. In Kenya, Monyoncho (2018) highlighted the positive effect of e-banking, particularly ATMs, on financial inclusion. In the broader African context, Andrianaivo and Kpodar (2019) found that mobile phone penetration significantly boosts financial inclusion, a key issue for regions like Sub-Saharan Africa, where access to traditional banking services is limited. Beck et al. (2014) and Zins and Weill (2016) further identified factors such as foreign banks, income, education, and gender as crucial for improving financial inclusion. In Ethiopia, these challenges are especially evident, with many rural areas lacking access to banking infrastructure, and factors like low financial literacy, limited mobile technology penetration, and poverty continuing to hinder financial inclusion. Studies, such as those by Chikalipah (2017) and Yangdol and Sarma (2019), show that illiteracy, poverty, and unemployment are significant barriers, yet mobile financial platforms could provide a pathway for enhancing financial inclusion in the country. Thus, while financial technology has the potential to improve access to financial services, addressing infrastructure, literacy, and socio-economic barriers remains critical, particularly in countries like Ethiopia.




2.2.4.1 Leveraging Financial Innovation and Technology to Achieve Financial Inclusion
Some experts argue that financial innovation and technology can significantly enhance financial inclusion by bypassing existing structural and infrastructural barriers, making financial services more accessible to the poor, including in developing economies like Ethiopia (Ouma et al., 2017; Al-Mudimigh & Anshari, 2020; Beck et al., 2014; Chinoda & Kwenda, 2019). Financial innovation refers to the creation of new financial instruments, technologies, products, and services designed to improve the delivery of financial services. For instance, Ouma et al. (2017) found that innovations like mobile phones have been used to offer financial services that promote household savings, increasing the amount saved. Similarly, Chinoda and Kwenda (2019) highlighted how mobile phone innovations improved financial inclusion across 49 countries. In Southeast Asia, Al-Mudimigh and Anshari (2020) observed that a large number of internet users and a growing number of fintech companies in the region contributed to improved financial inclusion, particularly for the unbanked population. In Africa, Beck et al. (2014) noted significant progress over the past two decades in using financial innovations to promote financial inclusion. In Ethiopia, mobile banking and other digital financial technologies are increasingly playing a crucial role in reaching underserved rural areas, improving access to financial services for those previously excluded from the formal financial system.
2.2.5 Synthesis of Key Findings from the Literature Review
The relationship between financial technology and financial inclusion has garnered significant attention from researchers globally, yielding mixed results. Some studies, particularly those relying on primary research, may be subject to bias, as they can reflect the researcher’s preferred outcomes or goals. While certain studies have found no significant connection between financial technology and financial inclusion, others have demonstrated a positive and substantial impact. To clarify these mixed findings, this research aims to address these gaps by utilizing reliable data from reputable institutions in Ethiopia. The objective is to explore the relationship between global literature on financial technology and financial inclusion through the lens of Ethiopia’s context, offering new insights into these concepts within the country.

3. [bookmark: _Toc120681399]Approach and Methodology for Literature Review
[bookmark: _Toc120681400]The methodology for this review is designed to explore the effect of financial technology on financial inclusion, particularly in Ethiopia. Four key criteria guided the selection of the articles. First, the review focused on recent studies, mainly published after 2005 to 2024, that offer empirical insights into the connection between financial technology and financial inclusion. Older studies were only included if they addressed relevant issues directly related to the topic, particularly in the Ethiopian context. Second, the articles included had to be published as empirical studies, analytical studies, policy papers, or working papers, ensuring that the sources were credible and scholarly. This excluded unpublished dissertations and informal sources such as websites or online blogs. Third, while the emphasis was on recent studies, older articles were considered if they contributed valuable theoretical or historical perspectives on the subject. Finally, the selected articles needed to explore how financial technology influences financial inclusion or examine its interconnection with other relevant factors, with a particular focus on Ethiopia's financial environment. This approach ensures that the review is based on reliable, relevant, and up-to-date research in the field of financial technology and financial inclusion in Ethiopia.
4. Analysis and Findings
This review article contributes significantly to the literature on the impact of financial technology (FinTech) on financial inclusion, particularly in developing countries like Ethiopia. It enhances existing research by exploring how financial technology can drive financial inclusion and improve development outcomes in low-income economies. In line with the World Bank's advocacy for financial inclusion as a key strategy for poverty reduction in underserved regions, the review supports this ongoing discourse. For academics and researchers, it provides valuable insights into how FinTech can address financial exclusion, specifically in countries like Ethiopia, while calling for further research on its effects on marginalized populations and the broader economy. The review also deepens the understanding of how financial innovations can enhance inclusion, offering insights for regulators and policymakers in Ethiopia to better assess the role of technology in personal finance. These insights can help guide the development of informed regulatory policies or determine whether regulatory adjustments are necessary to foster financial inclusion in the country. 
Despite the positive impacts of financial inclusion, several challenges and hullabaloos arise in policymaking, especially regarding the role of financial technology (FinTech). These issues help explain why financial inclusion practices vary across countries.
A key issue is the problem of inactive users. While many individuals are brought into the formal financial system, they often do not actively engage with it. For example, some individuals may open bank accounts but avoid using them for transactions such as sending money, making purchases, or saving. This lack of activity reduces the volume of financial transactions, negatively impacting the revenue of financial institutions and the tax revenue for governments, ultimately hindering economic growth. Another significant concern is "extreme financial inclusion." This occurs when access to the formal financial sector is granted to all individuals, regardless of their risk profile or income. While the goal is to include everyone, it can also mean that high-risk individuals, such as fraudsters or those with poor credit histories, gain access to financial services. Policymakers often avoid removing all barriers to financial inclusion such as identification and verification checks because it could expose the financial system to greater risks. Although financial inclusion is vital, unregulated access can lead to problems like increased fraud, as seen in countries like the UK and South Africa, where stricter controls are in place.
Additionally, there is a lack of critical research in the financial inclusion literature. Most studies focus on the positive, pro-poor outcomes of financial inclusion, which limits the exploration of alternative perspectives. Few studies challenge the assumptions or proxies used in measuring financial inclusion, leaving gaps in understanding. There is a need for more critical research, particularly on how financial technology influences financial inclusion and whether current measurement tools are truly effective. Another issue is the difficulty in accurately identifying the excluded population. Many studies struggle to pinpoint who is truly excluded from the formal financial system, as the criteria used for identification vary. Without accurate data on the excluded groups, it becomes difficult to assess the effectiveness of financial technology in promoting financial inclusion. This challenge is compounded by the assumptions and methods used in identifying these populations, which may not always be reliable.


Lastly, the lack of cooperation from financial institutions presents a major barrier to achieving financial inclusion. Banks often assess the cost and benefits of participating in financial inclusion programs. If the costs outweigh the benefits, especially if the government does not reimburse the costs, banks may be unwilling to participate. Private-sector banks, in particular, may hesitate to join such programs, preferring that public-sector banks take the lead. Even when banks are mandated to participate, they may withdraw after a few years due to rising costs or sustainability issues. This reluctance, combined with a risk-averse attitude, hinders the widespread adoption of financial technology and delays the progress of financial inclusion, particularly in countries like Ethiopia, where a significant portion of the population remains excluded from the formal financial system.
5. [bookmark: _Toc120681401]Conclusion and Lesson
This article reviewed both policy and academic perspectives on financial inclusion, emphasizing recent developments and key controversies. The review addressed critical issues such as optimal financial inclusion, the risks of extreme inclusion, and the potential cyclical nature of financial inclusion and exclusion in relation to the business cycle. The findings highlight that financial inclusion has a significant impact on various factors, including financial innovation, poverty reduction, financial sector stability, economic growth, financial literacy, and regulatory frameworks. However, the degree of these impacts varies across different countries, with each nation's unique context influencing the outcomes. For policymakers, these insights suggest that a careful balance must be struck between promoting financial inclusion and ensuring the stability of the financial system. Financial regulators must also consider how to incorporate innovative financial services, particularly through non-bank channels, to reach underserved populations.
For developing countries, especially Ethiopia, achieving financial inclusion is a vital goal for fostering economic development. This study focused on the effect of financial technology (FinTech) on financial inclusion in Ethiopia, finding a positive relationship between the two. Specifically, Point of Sale (PoS) systems emerged as a key driver of financial inclusion, helping to bridge the gap for many underserved individuals. However, challenges remain with Automated Teller Machines (ATMs) and Internet banking, which are not yet fully effective in contributing to financial inclusion due to infrastructural and operational issues.
 The relationship between financial technology (FinTech) and financial inclusion is complex, with varying findings depending on regional contexts and methodologies. Globally, while studies show that FinTech innovations like mobile banking and digital wallets have improved financial inclusion by expanding access to services, especially in remote areas, others highlight that socio-economic and infrastructural barriers limit their effectiveness. In Ethiopia, despite the rise of mobile financial services like M-BIRR and Telebirr, challenges such as low digital literacy, limited internet access, and inadequate infrastructure persist, particularly in rural areas. Socio-economic factors, including poverty and unemployment, further hinder access to financial services, and a lack of trust in digital systems adds to the challenge. Although mobile banking has improved financial access, issues like unreliable network coverage and electricity remain significant barriers. To maximize the potential of FinTech in Ethiopia, targeted policy interventions are needed to address these infrastructure gaps, improve digital and financial literacy, and establish secure regulatory frameworks. Ultimately, while financial technology can contribute to financial inclusion in Ethiopia, its success will depend on addressing these local challenges and fostering a supportive environment for digital financial services.
In conclusion, while financial technology has the potential to significantly enhance financial inclusion in Ethiopia, there are obstacles that need to be addressed, particularly in the implementation of ATMs and Internet Banking. Policymakers should continue to explore and support innovative financial technologies like PoS systems, while also addressing the infrastructural challenges that hinder broader adoption. These efforts will be crucial for achieving deeper financial inclusion and, ultimately, driving sustainable economic growth in Ethiopia.







6. [bookmark: _Toc120681402]Directions for future and Limitation Researchers.
This section outlines key areas for future research on the effect of financial technology on financial inclusion, addressing gaps in the existing literature, particularly in the Ethiopian context.
First, there is a need for more research into the risks associated with financial inclusion, such as moral hazards, system failures, and high transaction costs. These risks can negatively affect vulnerable populations and disrupt financial systems. Future studies should explore how to identify and mitigate these risks, ensuring that financial technology contributes positively to financial inclusion. Second, the political economy of financial inclusion remains largely unexplored. Future research should investigate how government policies, political agendas, and institutional decisions impact financial inclusion outcomes. In Ethiopia, for example, the role of local governments, like in the Oromia region, in promoting financial inclusion through FinTech could provide valuable insights into the political and economic factors influencing success. Another crucial area for future research is determining the optimal level of financial inclusion. While access to financial services has improved, there is limited understanding of what the ideal level of inclusion should be for different countries, including Ethiopia. Identifying the right balance is essential to avoid both under- and over-inclusion. There is also an ongoing debate about the need for regulatory frameworks to standardize financial inclusion practices. Future research should assess the role of regulation in enhancing or limiting the effectiveness of financial inclusion, particularly in countries like Ethiopia, where the regulatory environment may impact the successful adoption of financial technology. Finally, future studies should explore unconventional interventions that could further promote financial inclusion in Ethiopia. Beyond digital technology, financial literacy, and affordable credit schemes, new strategies and innovations tailored to the specific needs of the Ethiopian population could provide policymakers with more options to enhance financial access for underserved communities.
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