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Precision Partnerships:
Fostering Fintech Innovation

Ecosystem in India

Saikat Das

Problem of practice

The Indian fintech ecosystem is evolving rapidly due
to the advancement of technology and government
support. However, it also faces a high startup failure
rate due to limited access to funding, regulatory
hurdles, and a lack of structured guidance. Research
shows that up to 90% of startups fail during their
initial five years.!?

The research by Manmeet Kaur, Wasim Ahmad, K S
Hari, and Ruth Kattumuri provides a potential
solution.® It highlights how incubators and
accelerators can serve as enablers in the fintech
entrepreneurial ecosystem, significantly increasing
the chances of startup survival and funding success.
For CFOs and CEOs of early to mid-stage startups and
venture capitalists alike, the findings underscore the
strategic value of engaging with these ecosystem
partners early in their journey. Additionally, the
integration of human-Al collaboration further
enhances decision-making, allowing startups to
innovate more responsibly while managing risks
effectively.

3 . : . . . .

The article 'FinTech Entrepreneurial Ecosystem in India: Role of Incubators and Accelerators' by Manmeet Kaur, Wasim Ahmad,
K S Hari, and Ruth Kattumuri , featured in Volume 60, of Global Finance Journal, finds that Indian fintech startups supported by
incubators or accelerators secure more funding, highlighting these ecosystem partners as crucial social-capital signals that

enhance capital access for startups
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Why incubate and accelerate

India is home to the third-largest fintech ecosystem in
the world, comprising over 10,000 fintech entities.*
Despite this growth, the startup landscape faces
significant challenges. Only one out of four fintech firms
in India secures funding rounds, reflecting a selective
investment environment that limits the scalability of
these startups.® This gap between the growing number
of fintechs and limited funding access highlights the
essential role of incubators and accelerators. They can
play a vital role in easing the resource constraints and
unlocking market opportunities, enabling startups to
navigate the ecosystem more effectively.

Incubators offer early-stage startups resources such as
office space, mentorship, and networking opportunities,
helping them refine their ideas and business models.
Accelerators fast-track startups through intensive
programs culminating in a demo day where they pitch to
investors. These institutions aid startups in securing
funding and validating their quality and potential.
Investors often view startups that participate in these
programs as more credible. The impact of incubator and
accelerator engagement on a startup's ability to access
capital is significant, especially in India's resource-

constrained fintech environment. Incubators enhance
startup survival rates by clustering them in a shared
learning environment, while accelerators provide
critical peer interaction, expert consultancy, and
cohort-based mentoring necessary for rapid scaling.

Screening and selection criteria employed by these
institutions emphasise the founding team's attributes
and the startup's innovation and market fit. Industry
experience and entrepreneurial skills are stronger
predictors of funding success than academic
credentials, highlighting the value of practical
knowledge and business insight in fintech
entrepreneurship.®

Incubators offer early-stage startups resources
such as office space, mentorship, and
networking opportunities, helping them refine
their ideas and business models. Accelerators
fast-track startups through intensive programs
culminating in a demo day where they pitch to
investors
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6 components of a fintech ecosystem that drive
innovation and growth:

o Government support and vision

e Infrastructure development

Access to talent

Collaboration with global players

Supportive regulatory framework
Community engagement

Fintech ecosystem

One of the key contributions of incubators and
accelerators to the fintech ecosystem is their ability to
create networks. The fintech ecosystem is more than
just a cluster of companies—it is an interconnected
network of technology providers, financial institutions,
regulators, and consumers.” Incubators and
accelerators act as facilitators within this network,
providing startups with the resources they need to
succeed. This includes not only financial capital but also
human capital in the form of mentorship, industry
connections, and access to talent.

There are six components of a fintech ecosystem that
are responsible for driving innovation and growth. As
facilitators, incubators and accelerators play an
important role in integrating them into the startup
journey. These six components are:

INNOVATION

. Government support and vision: For incubators and

accelerators to effectively link all six elements of the
fintech ecosystem, the government must establish
more of these hubs under a clear vision, signalling a
long-term commitment to innovation and investment
in financial technology.

. Infrastructure development: The creation of

purpose-built facilities and IT parks is crucial.
Infrastructure is needed to attract fintech companies
and provide them with the necessary resources they
need to thrive.

. Access to talent: Developing educational programs

and partnerships with universities is essential for
creating a skilled workforce. Collaborations with local
educational institutions to introduce Al and fintech-
related courses can ensure a steady supply of talent.

. Collaboration with global players: Collaborations are

required to leverage global expertise and technology.
Regions looking to establish their own fintech hubs
should actively seek out partnerships with established
fintech ecosystems worldwide to facilitate knowledge
transfer and investment.

. Supportive regulatory framework: A clear and

supportive regulatory environment is vital for
fostering innovation in fintech. Regulations should
encourage experimentation and protect consumers
without stifling innovation.
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6. Community engagement: Initiatives which engage
the startup community through events and
networking opportunities are crucial for building a
vibrant ecosystem. Incubators and accelerators
should foster collaboration among startups,
investors, and industry experts.

For example, incubators and accelerators can connect
startups with these six components by providing
regulatory guidance and assisting in talent development
partnerships. The fintech sector is highly regulated, with
strict rules governing areas such as data security,
financial transactions, and consumer protection.
Startups that engage with incubators and accelerators
gain access to expert advice on regulatory compliance,
helping them avoid costly legal pitfalls and ensuring that
their products and services meet regulatory standards.

Incubators and accelerators often partner with
universities and educational institutions to create a
pipeline of skilled workers who are trained in fintech-
related fields such as Al, machine learning, and data
analytics. By collaborating with local educational
institutions, fintech hubs can ensure a steady supply of
talent that meets the needs of startups and established
firms alike.

Success stories

The Vizag Fintech Valley model, established in Andhra
Pradesh as part of the "Sunrise Andhra Pradesh Vision
2029" initiative, serves as a promising blueprint for
building a thriving fintech ecosystem in India. It

demonstrates how governments, startups, and financial
institutions can collaborate effectively through strategic
infrastructure development, stakeholder engagement,
and a supportive regulatory environment.®

Similarly, Singapore's annual Fintech Festival has
evolved into one of the world's largest gatherings of
fintech professionals. Backed by the Monetary Authority
of Singapore, the country has built a strong fintech
ecosystem by offering regulatory support, encouraging
collaboration between startups and established
financial institutions, and investing in talent
development.

In India, the Vizag Fintech Valley Accelerator supported
Moneytor— a startup that used technology to streamline
stressed receivables management, improving its default
recovery rates.? Likewise, Singapore's Fintech Festival
helped foster Dobin, a personal finance tracking app
that automates expense management and offers
personalised financial recommendations.®

Globally, Y Combinator has enabled the growth of over
4,000 startups, including Coinbase, which emerged as a
leading cryptocurrency platform through the program's
funding and mentorship.!

Al'in fintech ecosystem

While incubators and accelerators drive ecosystem
support, the integration of Al is reshaping how fintech
startups innovate, compete, and grow. It has
revolutionised the way fintech firms operate, offering

gl
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new opportunities for innovation. Al excels in
processing vast data and pattern recognition, allowing
fintech firms to make faster and more accurate
decisions. For example, in financial underwriting, Al can
analyse vast amounts of data to assess borrower risk and
make lending decisions more quickly and accurately
than traditional methods.

However, as fintech firms integrate Al into their
operations, they must be mindful of the potential risks.
One of the key challenges of Al is the risk of bias in
decision-making. Al systems are only as good as the data
they are trained on, and if the training data contains
biases—whether intentional or not—these biases can be
perpetuated in the Al's decision-making processes.
While Al can help fintech firms make faster and more
accurate decisions, human oversight is essential to
ensure that these decisions are fair and ethical. This
means that fintech firms must invest not only in Al
technology but also in the training and development of
their employees, ensuring that they have the skills and
knowledge needed to work effectively with Al systems.
Another challenge of Al integration is data privacy.
Fintech firms deal with vast amounts of sensitive
customer data. As Al systems become more integrated
into financial services, fintech firms must ensure that
their data protection measures are robust enough to
withstand the increased risks posed by Al-driven
processes.

Tread with care

While fintech ecosystems and Al-driven innovations
offer significant advantages, they are not without
limitations. The success of startups in a fintech
ecosystem depends on continuous government
support, global market access, and regulatory
alignment. For instance, 37Coins, a Bitcoin platform
funded by Plug and Play Tech Centre, failed in 2015
despite accelerator support, as it could not facilitate
cross-regional Bitcoin transfers, leading to financial
constraints and eventual shutdown.!? Additionally, there
are pitfalls of relying solely on automated systems
without adequate human oversight. Existing studies
discuss the dark side of Alas well.’® Forinstance, Wonga,
a UK-based fintech, relied on flawed Al algorithms for
lending, which approved loans to customers unable to
repay. This resulted in the write-off of loans for 330,000
clients, regulatory penalties of £2.6 million, and its
closure in 2018.1

Cost considerations

Engaging with fintech ecosystems offers startups both
significant opportunities and associated costs. For

ecosystems to function effectively, investments in
infrastructure, talent development, and regulatory
coordination are essential. Likewise, fintech firms must
allocate resources toward data security and compliance,
particularly in highly regulated industries like finance.

Startups often face operational expenses such as
licensing fees, compliance costs, and platform charges.
Additionally, working with accelerators and incubators
may involve giving up equity in exchange for funding
and support. For example, global programs like
Y Combinator offer USS500,000 in investment but
typically require a 7% equity stake.'® Participation in
events like the Singapore Fintech Festival also involves
registration fees ranging from SGD 650 to SGD 5,000.

Despite these costs, the benefits can be significant. Y
Combinator provides startups with not only funding but
also a robust network of alumni and investors. Platforms
like the Singapore Fintech Festival provides exposure to
international markets and partnerships with financial
institutions. Accelerators like the Vizag Fintech Valley
provide incentives like free co-working spaces for the
first three months and Rs 4 lakh in funding.'6

Fintech firms investing in Al implementation add layers
of complexity, including costs for acquiring tools, staff
training, and ensuring data security and compliance
with regulatory frameworks. Firms must address ethical
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concerns, data privacy, and algorithmic transparency to
mitigate risks and ensure accountability. Balancing
these costs with strategic investments is essential for
long-term success and sustainability.

Some skip support

While incubators and accelerators play a critical role in
fostering the growth of fintech startups, their
effectiveness is influenced by factors such as the quality
of mentorship, availability of funding, and regulatory
support.”” Additionally, not all startups require such
structured interventions to scale successfully.

Startups with strong founder experience and networks,
a keen understanding of market demand, and innovative
solutions often bypass the need for incubators or
accelerators.!® For instance, Block (formerly Square),
which provides financial services and mobile payments
solutions, including point-of-sale systems, was founded
by Jack Dorsey, co-founder of Twitter, focused on
simplifying payment processing for small businesses,
which allowed it to grow rapidly without relying on
external accelerators.”” In India, PhonePe capitalised
on the demonetization wave, gaining significant
traction early on without support from incubators or
accelerators.?’

Striking balance is key

The future of the fintech ecosystem in India is bright,
with immense potential for growth and innovation. The
road ahead for India's fintech ecosystem will depend on
the ability of fintech firms to balance innovation with
caution. Startups must continue to engage with
incubators and accelerators, leveraging their expertise
and networks to navigate the complex regulatory
landscape and secure the funding they need to grow. At
the same time, they must invest in the development of Al
systems that are not only efficient but also ethical and
transparent.

Finally, government support will continue to be crucial
in fostering the growth of the fintech ecosystem. By
providing the necessary infrastructure, regulatory
frameworks, and financial incentives, the government
can help create an environment where fintech startups
canthrive.

In conclusion, the success of fintech ecosystems in
India—and globally—will rely on startups' engagement
withincubators and accelerators, effective use of Al, and
a supportive regulatory environment. Balancing
innovation with caution will be key to achieving
sustainable growth and fostering a thriving fintech
landscape.

Saikat Das is Assistant Professor in the Information Systems & Analytics department at Jindal Global Business School,
O.P. Jindal Global University. You can reach out to him at saikat.das.08@gmail.com.
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