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[bookmark: _Toc220617637]Abstract
Aim: This paper seeks to discuss the role of Non-Banking Financial Companies (NBFCs) and Non-Banking Financial Institutions (NBFIs) in enhancing the growth and performances of Small and Medium Enterprises (SMEs) and compare the effectiveness of these organisations with that of traditional bank lending. 
Method: The systematic literature review was done using PRISMA guidelines basing on peer reviewed journal articles and institutional reports by the authorities published between 2010 and 2025. Predefined inclusion and exclusion criteria were used to search databases such as Scopus, Web of Science, Google Scholar and SSRN. The review followed a positivist philosophy and a deductive approach and the thematic synthesis was utilised to carry out the analysis of 40 selected studies. The main theoretical perspective was the financial intermediation theory. 
Findings: The results show that NBFCs/ NBFIs are very important in the complementary contribution to the SME financing through the enhancement of accessibility to credit, especially for the under-served and high-risk business. Relationship, flexible and technology-based lending models embraced by NBFCs were discovered to improve the liquidity, resiliency and recovery of SMEs after a crisis as opposed to traditional bank finance. The literature is however also characterised by challenges associated with increased cost of borrowing, liquidity risk, weaknesses in governance and constraints imposed by regulation that can impact the long-term sustainability. All in all, NBFC support has been characterised by the desirable SME performance results in the presence of proper regulation and non-financial services. 
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[bookmark: _Toc220617640]Chapter 1: Introduction
[bookmark: _Toc220617641]1.1 Background of the Study
Small and medium-sized enterprises (SMEs) account for 90% of the businesses with 60 to 70% employment and 50% GDP globally (ICSB, 2024). In India, SME is a generic term which is used to describe any small-scale industrial unit or a medium-scale industrial unit having an asset of ₹10 million, which is an SSI unit and ₹100 million in a medium unit. 
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[bookmark: _heading=h.v51ucrr3u18g]Figure 1: Small Scale Industries
Source: (ICSB, 2024)
As the above figure states, it is one of the significant segments in the Indian economy that contributes 7% to the Indian GDP and provides employment to 28 million people. The SME has a production value of ₹816,000 crores and contributes to 40% of the industrial exports and production, manufacturing more than 8,000 products from low technology items to technologically advanced items (ICSB, 2024). This sector has targeted domestic and global markets and accounts for 70% of the employment.
In total, India had 11.4 million units in 2003-2004, up by 3.6%. There has been a growth of fixed investment of 5% to ₹170,726 crore in 2003-2004. In fact, the exports have grown faster as the production at the current prices grew by 10.53% and exports increased by 20.7% to ₹86,013 crores in 2001-2003.
SMEs have been recognised as the engine of job creation, user growth and innovation. Globally, 40% of the formal MSMEs have been credit-constrained (19% fully constrained and 21% partially constrained) with unmet demand for formal finance in micro and small enterprises in the developing economies running to trillions of US dollars (World Bank, 2019).
In this landscape, Non-Bank Financial Companies (NBFCs) and non-bank financial institutions (NBFIs) are the emerging complementary lenders, especially for the SME market, which requires a smaller ticket size and a fast decision time (Khowaja et al., 2021). The Indian market has expanded credit in NBFC in recent years. The exposure of lending to MSME has also been rising in the total portfolios, where 13.6% credit was given by NBFC during 2023-2024 (FIDC, 2025). 
The major parts of NBFC portfolios have been housing loans and infrastructure loans. Microfinance loans increased from 2% to 3% in 2019-2023. Totally, 9,356 NBFCs are registered with the Reserve Bank of India in 2023 (KPMG, 2024). The key reasons for growth for NBFC in India have been the deep demographic and addressable market understanding in an unorganised and underdeveloped economy (Sengupta et al., 2022). Secondly, they provide a tailored product as per the specific customer and have an effective and wide reach in Tier 2, 3 and 4 markets (Roy and Patro, 2021). However, there are also some distinctive risks and regulatory issues that warrant systematic studies, as these entities rely more upon market funding and securitisation.
Similarly, non-bank financial institutions (NBFIs) have also increased their share in the Indian economy, reflected by the robust increase of the asset size towards GDP at 7.94% in 2005-2006 to 16.6% in 2019-2020. This is a definite indicator of growing SMEs in the economy. The total number of NBFCs is 9618 in 2019-2020, but the asset size has grown multifold with an annual rate of 18.7% from 2005 to 2020 (Awasthi and Shukla, 2023).
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[bookmark: _heading=h.t5z3x0gdtu3k]Figure 2: Increase in financial assets of NBFIs
Source: (Banerjee et al., 2025)
As the above figure reflects, the NBFI sector has grown its assets by around 400% of the GDP, which has surpassed the size of the banking sector. The NBFI sector is smaller in the emerging economies, but present. It has different players with a diverse business model (Banerjee et al., 2025). These entities are financial intermediary organisations which help in mobilising the funds from corporations and individuals and extend the financing from small to large ticket corporates (Khowaja et al., 2020).
[bookmark: _Toc220617642]1.2 Problem Statement
Though SMEs have been recognised as an important driver of inclusive economic growth and employment, there is a gap which has constrained their potential for scaling and generating jobs. Across different developing economies, there is an unmet financial demand for MSME (a subset of SME) at US $5.7 trillion (World Bank, 2019). 40% of MSMEs are credit-constrained. In a country like India, where these entities are contributing to the GDP, and exports face barriers in terms of formal lending. NBFCs and NBFIs have been expanding their role in SME Finance precisely for addressing such shortcomings and offering a tailored lending solution.
However, there are challenges in understanding the true effectiveness and sustainability of such finances. This presents a gap in how and to what extent NBFCS are contributing to the development of SMEs and how the lending practices are compared with those of traditional banks.
[bookmark: _Toc220617643]1.3 Research Rationale
Global estimates have been showing the large unmet financing need for SMEs. The gap of financing for SMEs at US$5.7 trillion (World Bank, 2019) is one such example of underlying limited access to financing, which is a building constraint for many SMEs (World Bank, 2019). Different institutions and finance practitioners have emphasised that traditional banks are less likely to provide bank credits to SMEs (McGeown, Power and Shinnick, 2025). Roughly 40 to 43% of formal SMEs in different emerging markets have unmet financing needs, which suggests scaling the financial intermediaries (IFC, 2022).
Global and country-level analyses have documented a rapid growth and an expanding role of NBFC and NBFI in SME finance, especially in India KPMG, 2024). The sectoral reporting has also shown stronger credit growth and improved balanced metrics for NBFC. However, there are different vulnerabilities in such business models which impact the financial sustainability of SMEs. There is increased funding cost from the market borrowing asset quality pressure in the downturn, and different regulatory parameters which have been progressing as these entities have requested a mechanism to access the funds in an organised manner (Nayak, 2025). 
The existing academic studies have tended to focus on descriptive analysis of the growth of NBFC, but different fragmented reports have not synthesised a coherent conclusion about the outcome of SME performance. There is only limited evidence which has directly compared the impact of NBFC/NBFI lending versus traditional bank lending on measurable SME performance outcomes like sales growth, productivity, formalisation or employment. This comparative work is often limited to a single country data set or a form-level survey, which has a restricted sample size, which limits generalizability.
This has shown a clear gap that there is no recent systematic literature review which has integrated the peer-reviewed empirical studies and industry reports for producing synthesised evidence on the effectiveness of these institutions for SME development. Secondly, their low robust comparative analysis of NBFCs versus bank lending outcome for SMEs has left policymakers without proper evidence on which channel should be promoted for SME performance in different conditions. Thus, the present research will contribute to synthesising the available empirical evidence to compare it with traditional bank lending.
The present systematic review shall synthesise the empirical evidence and industry reports, which will help in understanding the modalities of contributions of NBFC/NBFI for SME finances. It shall help in translating whether bank credits are better than NBFC/NBFI and the key risks which impact the effectiveness. This research is significant as it shall provide the policy makers, like central banks or finance ministries, with proper guidance on when and how they can leverage NBFI/NBFCs for closing the financing gap of SMEs.
[bookmark: _Toc220617644]1.4 Research Aim and Objectives
The purpose of this study is to examine the literature available to have an idea of the role that NBFCs/NBFIs play in the development of SMEs, the services they have to offer, as well as their effectiveness as compared to traditional bank lending.
· To analyse the contribution of NBFCs/NBFIs in funding SME business.
· To make a comparison between NBFC lending practice and traditional banking practice.
· To examine issues, risks, and regulatory loopholes in the work of NBFCs.
· To analyse the effect of NBFC support on performance indicators of SMEs.
[bookmark: _Toc220617645]1.5 Research Questions 
Core research question
“How do NBFCs/NBFIs contribute to SME business growth, based on existing empirical and theoretical literature?”
Sub-questions
1. What are the financial and non-financial services that NBFCs offer to SMEs?
2. Which lending models are more effective than traditional banks when it comes to NBFC lenders?
3. What are the challenges and risks involved in providing support to SMEs by NBFCs?
4. What are the effects of NBFC interventions on SMEs' performance, survival and growth?
[bookmark: _Toc220617646]1.6 Summary of Research Findings
This is a systematic literature review that has aggregated both empirical and theoretical findings on how Non-Banking Financial Companies (NBFCs) and Non-Banking Financial Institutions (NBFIs) encourage Small and Medium Enterprises (SMEs), especially in terms of access to finance, lending models, risks, and performance outcomes. The results are structured in accordance with the four research questions and their respective thematic analyses.
RQ 1 confirms that NBFCs play a vital role as alternative financial intermediaries in service to SMEs, especially in situations where conventional banks are limited in their ability to lend to them by inflexible collateral requirements and conservative regulation, as well as standardised risk models. Through the literature that is available, NBFCs have been known to offer credit continuously in times when bank credit is tight by way of working capital loans, structured credit products, and relation-based financing. The fact that they can mobilise capital to underserved and high-risk SMEs sections is offset by financing gaps and helps enterprises to survive. Even though some of the literature is not able to isolate NBFC impacts, it can largely be said that diversified non-bank financing diversifies the sources of funds and enhances the resiliency and sustainability of SMEs.
RQ2 shows that NBFCs have a key position in the promotion of financial inclusion and access. In the developing and emerging economies, NBFCs provide formal credit to SMEs who are not covered by traditional banking because of its informality, lack of documentation or limited asset base. Rural, semi-urban and micro-enterprises can now be incorporated in the formal financial system through flexible repayment structures, simplified procedures and localised service delivery. The NBFC and microfinance interventions played a critical role in stabilising the businesses of SMEs, contributing to income sustainability and averting massive defaults during economic shocks, especially the COVID-19 pandemic. But the literature also notes the possibility of this not only as a result of varying capital access levels, but also that structural and market constraints may restrict the long-term growth.
The results to RQ3 indicate that the risks that the NBFCs are exposed to when financing SMEs are spawned by a continuum of interactions between systemic weaknesses and firm-specific lending difficulties. Literature is united in the opinion that the risks of NBFC are not accidental occurrences but are predetermined by the structure of funding, regulatory pressures, and peculiarities of borrowers. The exposure to subprime borrowers is increased due to the rapid growth of credit, lenient lending rules and worries are raised on the quality of the assets and mortgages that are not performing. Information asymmetry, weak collateral, unpredictable cash flow, and poor business models is further escalated at the borrower level, especially amongst informal SMEs, and increases the perceived risk of default. The conventional credit evaluation systems only make the situation of the default situation worse by sidelining the viable businesses even as it fails to meet the proper screening of the certified borrowing industries. Such micro level risks exacerbate recovery inefficiencies to increase the loss-given- default. Even though the emphases are different, it converges on regulatory and financing limitations such as increasing compliance costs, capital adequacy challenge, and relying on the market-based funding. Most recent literature also expands the profile of NBFC risks to reputational, technological, behavioural and sustainability risks. On the whole, the results prove that risk management in the NBFCs needs combined regulatory and operational solutions that do not merely improve the macro-financial weaknesses to lending but also reveal the peculiarities of the lending to the SMEs.
The RQ4 results suggest that NBFC support has a generally positive implication on the performance of SMEs but the extent, size and timing of benefits differ between firms and industries. Outcome-based research always links NBFC financing with better liquidity and stabilised cash flows, better shock resilience, and quicker recovery following a crisis especially when an economy is disturbed. It has been demonstrated that the effective functioning of NBFC enhances the ability to repay and manage working capital and boost recovery of employment, which underscores the importance of the counter-cyclical nature of non-bank lenders. Nonetheless, process-based and industry analysis shows that these improvements in performance are skewed and are usually short-lived. Although NBFC and microfinance funding sources may contribute to the creation of jobs and the generation of income, long productivity and enterprise development may remain hindered, and finance is, in most cases, more of a survival tactic than a strategy of growth. Sectoral, production cycle and asset structure differences also create outcomes a factor that is usually neglected when studying the aggregate. Significantly, it has been pointed out that credit-plus services, capability building, financial literacy, transparency, and governance play a key role in changing NBFC finance into sustainable SME development as opposed to short-term performance enhancements.
[bookmark: _Toc220617647]1.7 Structure of the Dissertation 
This chapter has discussed the background of the research, which will be followed by a literature review (Chapter 2), which will review the past literature available and discuss the conceptual framework alongside the literature gap. Chapter 3 will discuss the research methodology employed for conducting the research and the theoretical basis of the methodology employed. Chapter 4 will discuss the research findings and data analysis, followed by discussions with the literature review (Chapter 5). The study shall be concluded by presenting recommendations and conclusions as part of Chapter 6.
[bookmark: _Toc220617648]1.8 Theoretical framework 
Financial Intermediation theory 
The theory also determines the role of financial institutions in ensuring that money moves between a surplus unit and a deficit unit by decreasing transaction costs, enhancing the efficiency of allocations, and minimizing risk (Kithandi, 2025). Traditionally, the banks have been viewed as the primary intermediaries in the process, but the theory has evolved in recognising the role of non-bank intermediaries in addressing the market gap.
In the same context, these intermediaries are functioning as the specialised institutions that are designing their financial product tailored to the needs of the consumer. The theory has underpinned the study's examination of how these institutions are contributing to SME financing, especially in the segment which is underserved by the bank.
[bookmark: _Toc220617649]Chapter 2: Research Methodology
[bookmark: _Toc220617650]2.1 Research aim and Research questions
Research Aim
The purpose of this study is to examine the literature available to have an idea of the role that NBFCs/NBFIs play in the development of SMEs, the services they have to offer, as well as their effectiveness as compared to traditional bank lending.
Research Questions 
1. What are the financial and non-financial services that NBFCs offer to SMEs?
2. Which lending models are more effective than traditional banks when it comes to NBFC lenders?
3. What are the challenges and risks involved in providing support to SMEs by NBFCs?
4. What are the effects of NBFC interventions on SMEs' performance, survival and growth?
[bookmark: _Toc220617651]2.2 Research Philosophy
The research philosophy chosen in this study is positivist, as a systematic review of the literature with observable and empirical-driven evidence based on theory is suitable (Kabak et al., 2024). Positivism upholds the objective study of already academic and policy-formulated literature on the role played by Non-Banking Financial Companies (NBFCs/NBFIs) in facilitating the development of Small and Medium Enterprise (SME) businesses. Through the use of peer-reviewed journal articles, the research bypasses subjective explanation; it also makes it replicable by the use of reports on the financial institutions and other international development agencies. The philosophy allows establishing quantifiable relationships, including access to finance, availability of credit, performance and growth results of firms. This method is appropriate since the study is to synthesise the results that have been established and not to come up with new behavioural outcomes. Appropriateness of this method is because the study is to synthesise the results that have been established and not to discover new behaviour outcomes. Moreover, positivist perspective makes the methodology rigorous through consistency in the selection of studies, data interpretation as well as inter-findings comparison across various economic and institutional settings.
[bookmark: _Toc220617652]2.3 Research Approach 
This systematic literature review uses a deductive method of research (Fardet et al., 2023). It commences with the well-known theories of financial intermediation and SME growth and assesses how the available literature upholds or expands the frameworks in the NBFCs/NBFIs. Deduction will be suitable because previous studies indicate that alternative financial institutions are very important in bridging credit gaps among SMEs. The methodology facilitates the development of systematic review questions and inclusion criteria so that one can analyse empirical evidence in various regions and even economic settings in a consistent manner. Through comparison of findings of multiple studies, the research unfolds similar trends, weaknesses and strengths of the role of NBFCs in SME development, and makes sound and theory-driven inferences.
[bookmark: _Toc220617653]2.4 Research Strategy
The chosen research approach is a systematic literature review (SLR) and it is organised systematically and transparently. The search was conducted on academic databases, including Scopus, Web of Science, Google Scholar, SSRN and other databases, to find the relevant studies that were published between 2010 and 2025. The inclusion criteria were articles about NBFCs/NBFIs published in peer-reviewed journals and covering the risks of the outcomes of credit access and business development. Non-English studies, opinion-based articles and financial institutions that attended to things not relevant were excluded. Relevance and quality were facilitated by a screening process made up of title, abstract and full-text review. Themes used in data extraction included finance mechanism, innovation of lending, risk management and performance of SME. Use of this strategy improves validity, reliability and reproducibility. Use of this strategy improves validity, reliability and reproducibility. Also, the designed SLR technique reduces selection bias and provides uniformity in the study analysis. Through the systematic synthesis of results in different geographical and regulatory backgrounds, the review offers strong feedback on the role of NBFCs/NBFIs in the SME growth and outlines research gaps that are to be addressed in future research and policy formulation.
[bookmark: _Toc220617654]2.5 Strategic Framework 
The given study utilises a thematic analytical framework together with the financial intermediation theory to generalise the results of the available literature (Fan, Zhao and Zuo, 2025). The framework classifies evidence into major dimensions, namely access to finance, lending model innovation, reduction of risk, financial inclusion and growth outcomes among SMEs. The NBFCs/NBFIs are discussed as the alternative intermediaries, which supplement the mainstream banking systems in serving the underbanked SMEs. The framework allows geographical comparison and economic settings to see the impact of regulatory frameworks and institutional potential to determine effectiveness. The framework connects operational strategies of NBFCs with the performance indicators of the SMEs' performance, including the increase of the revenue, creation of new jobs and sustainability of the business, allowing the structured analysis of the situation and drawing the policy-related conclusion. The framework interrelates the operational strategies of NBFCs with the performance indicators of the performance of the SMEs such as the growth of the revenue, the creation of new jobs and the sustainability of the business, which enables the systematic analysis of the situation and makes the policy-related conclusion. Furthermore, the given integrated framework aids in discovering the best practices and systemic issues, which can be translated into evidence-based suggestions to the policymakers and financial regulators that can enhance the functioning of SME financing frameworks and lead to better economic development results over the long-term.
[bookmark: _Toc220617655]2.6 Sampling Technique
A purposive (non-probability) sampling method is used in this study, suitable in this case because of the systematic literature review. Instead of sampling the respondents, the researchers use academic literature that directly looks at the role of Non-Banking Financial Companies (NBFCs/NBFIs) in promoting the growth of business in terms of Small and Medium Enterprises (SMEs). The purposive sampling method makes sure that we are only dealing with high-quality, relevant and contextually suitable studies. Consistency, transparency and replicability: Upon selection of articles, the inclusion and exclusion criteria that were predefined were utilised. Such a method enables the research to concentrate on the evidence-based sources that are important to the process of understanding how financing works, credit access, financial inclusion and SME performance outcomes of NBFCs/NBFI.
[bookmark: _Toc220617656]2.6.1 Inclusion and exclusion 
To ensure rigour and relevance, explicit inclusion and exclusion criteria were applied during the literature screening process.
	Inclusion Criteria

	Exclusion Criteria

	Peer-reviewed journal articles, conference papers and authoritative institutional reports.
	Studies focusing solely on commercial banks without reference to NBFCs/NBFIs


	Studies published between 2010 and 2025.
	Opinion pieces, editorials, blogs and non-academic articles.

	Research focusing on NBFCs/NBFIs, SME financing, access to credit, or business growth.
	Studies unrelated to SME performance or growth outcomes.

	Empirical, conceptual or systematic review studies.
	Duplicate studies across databases.

	Studies published in the English language.
	Non-English publications

	Research conducted in developing and emerging economies, with some comparative global studies.
	Studies conducted exclusively in developed economies with no relevance to developing or emerging markets, and those lacking comparative or transferable insights applicable to SME financing in emerging economic contexts, were excluded from the review.


Table: Inclusion and Exclusion Criteria
Source: (Self-made)

[bookmark: _Toc220617657]2.6.2 PICO 
This systematic literature review was performed using the PICO framework in order to identify the scope and focus of the literature review. The population (P) consisted of Small and Medium Enterprises (SMEs), especially poorly served by traditional banking finance. The intervention (I) was financial services of Non-Banking Financial Companies and Institutions (NBFCs/NBFIs) in terms of credit, leasing, microfinance and fintech-based lending. The comparison (C) took into consideration SMEs who only used commercial banks or those with limited access to formal finance. The outcome (O) was based on the SME business growth indicators like the growth in revenue, creation of employment, the improvement of productivity and financial sustainability.
	PICO Element
	Description (Based on SLR Data Collection)

	Population (P)
	Small and Medium Enterprises (SMEs), particularly those facing financing constraints

	Intervention (I)
	Financial services provided by NBFCs/NBFIs, including credit, leasing, factoring, microfinance and fintech-based lending

	Comparison (C)
	Traditional banking institutions or limited/no access to formal finance

	Outcome (O)
	SME business growth, measured through revenue growth, employment generation, productivity, financial inclusion and business sustainability


Table: PICO
Source: (Self-made)
The PICO framework ensures that the review remains focused, systematic and outcome-oriented, enhancing the credibility and analytical depth of the study.
[bookmark: _Toc220617658]2.6.3 PRISMA

Overall
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[bookmark: _heading=h.62paros8twqk]Figure 3: PRISMA 
Source: (Self-Made)
It was reported following the Preferred Reporting Items on Systematic Reviews and Meta-Analyses (PRISMA) so that the process of literature selection would be transparent and structured, as well as replicable. The review process was initiated by the identification of the studies in the major academic databases such as Scopus, Web of Science, Google Scholar and SSRN, as well as the screening of reference lists. There were 200 records that were identified first. Before the screening, the duplication of studies and irrelevant records was eliminated, and 140 records were available to pass the title and abstract screening. In this phase, research that was not concentrated on NBFCs/NBFIs, SMEs or business growth in relation to them was eliminated.

Thereafter, there was a search to retrieve 70 full-text articles, out of which 10 were not available. The rest of the 60 studies were pre-emptively assessed as eligible, perilous of inclusion and exclusion standards. Articles that were purely based on commercial banks and not written with empirical or analytical insight, or not an attempt to bring a relationship between NBFC operations and SME growth, were ruled out. Eventually, 40 articles were found to fit all the criteria and were selected in the definitive review. PRISMA approach also reinforced the methodology rigour, decreased selection bias and increased the plausibility and repeatability of the results.

PRISMA for RQ1
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[bookmark: _heading=h.ym7nyurljuew]Figure 4: PRISMA for RQ1 
Source: (Self-made)
PRISMA for RQ2
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[bookmark: _heading=h.v66jqpv3njif]Figure 5: PRISMA for RQ2
Source: (Self-made)
PRISMA for RQ3
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[bookmark: _heading=h.6r6w33gjvh3y]Figure 6: PRISMA for RQ3
Source: (Self-made)
PRISMA for RQ4
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[bookmark: _heading=h.j83334fq17tg]Figure 7: PRISMA for RQ4
Source: (Self-made)
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("Small and Medium Enterprises" OR "SMEs" OR "Small Businesses" OR "Micro and Small Enterprises" OR "MSMEs")
("SME Financing" OR "Access to Finance" OR "Credit Availability" OR "Alternative Finance" OR "SME Credit Constraints")
("Financial Intermediation" OR "Relationship-Based Lending" OR "Cash-Flow Based Lending" OR "Credit Assessment Models" OR "Risk-Based Lending")
("SME Performance" OR "Business Growth" OR "Revenue Growth" OR "Employment Generation" OR "Business Sustainability" OR "Post-COVID Recovery") 
[bookmark: _Toc220617660]2.7 Data Analysis
This research used a thematic synthesis method of data analysis, which is appropriate in a systematic literature review. Following the final set of 40 selected works, pertinent data were gathered and placed into predetermined themes of analysis. These areas were developed based on the research questions and theoretical framework and comprised access to finance, lending models, service quality, risk management, digital innovation and SME performance outcomes.
The studies were all examined in order to ascertain trends, commonalities and conflicts between various regions and settings of the institutions. The comparison with the traditional bank financing was conducted to investigate how NBFC/NBFI lending is different and could affect SME development, survival, and resilience. Quantitative evidence, including an increase in revenues and impacts on employment, was generalised with qualitative evidence associated with trust, flexibility, and relationship-based lending.
The thematic analysis has been used to formulate the empirical, conceptual and review-based evidence, which has enabled the structured interpretation of the literature (Pitelis et al., 2024). The method justifies theory-based determinations, as well as indicating the gaps in the research and the gaps that need to be filled through additional empirical studies.
[bookmark: _Toc220617661]2.8 Ethical Considerations 
This systematic literature review has taken care of ethical considerations in its course. This is because the study has used only secondary data. Hence, no direct interactions with human subjects were needed, thus overruling risks associated with informed consent or breach of confidentiality. Peer-reviewed journal articles, institutional reports, and other scholarly publications in which the sources were credible and reliable were used, and no ethical lapse occurred.
All the sources were quoted following the referencing rules were ensured throughout the dissertation.  in order to prevent cases of plagiarism and infringement of intellectual property. The choice and the processes of elimination of the studies were executed in a transparent and objective way to reduce the selection bias and make the evidence synthesis objective and fair (Abukhaled et al., 2025).
In the review, the aspect of neutrality was considered concerning the interpretation as well because the positive and negative sides of the NBFC/NBFI involvement in SME financing were presented. The conflicting findings were reported in an honest way instead of being chosen. Also, the study did not misrepresent or overgeneralise the project's results, especially in the description of the findings on certain countries or regulatory settings.
Through ethical conduct of research, the present research study will be academically credible and responsible in adding to the field of NBFCs and SME growth.
[bookmark: _Toc220617662]2.9 Study’s Limitations 
This study has its limitations, even though it has been systematically done. To begin with, the review is based on secondary data only, and thus, it does not allow obtaining real-time data of the SMEs' experiences or operational practices of a specific institution. Data regarding the perceptions of borrowers and the dynamics of lending would have been better obtained through the primary data collection (Sangwan et al., 2021).
Second, the study is confined to the research published in English; therefore, it misses out on some other research that might be carried out in other languages or in the developing economies where NBFCs are considerably involved. This bias in language can influence the global findings.
Third, the study discusses the literature of 2010- 2025, yet countries have varied regulatory frameworks, economic conditions, and financial systems. Thus, cross-country comparisons are difficult. The results in one area cannot be completely applicable to another without contextual modifications.
Fourth, bias in publication may also be a possible issue since the results of research on studies taking NBFC interventions are most likely to be published when they have positive findings compared with studies with negative findings and results and where the research did not find the expected results as others do. This can affect the general analysis of effectiveness.
Lastly, this cannot be statistically determined because there is no meta-analysis to measure the size of the NBFC effect on SME growth. The research is, in fact, based on qualitative and descriptive synthesis. In spite of these weaknesses, the methodology related to this study is systematic and transparent, which makes the findings powerful, believable, and useful in terms of academic, policy, and practice.
[bookmark: _Toc220617663]Chapter 3: Data Analysis and Findings
[bookmark: _Toc220617664]3.1 RQ 1 
[bookmark: _Toc220617665]3.1.1 Numerical Analysis  
[bookmark: _Toc220617666]Table 1: Summary Table
	S. No
	Publisher
	Publication Year
	Author(s)
	Article Title
	Key Factor(s)
	Theoretical Lens
	Methodology
	Key Theme(s)
	Geographical
Context

	1
	Campbell Systematic Review
	2023
	Ashley, N., Villanueva, A., Tolin, A.C., Disse, S., Lensink, R., and White, H. 
	Effects of interventions to improve access to financial services for micro‐, small‐ and medium‐sized enterprises in low‐ and middle‐income countries: An evidence and gap map.
	MSME finance
	Theory of change
	Evidence gap map
	Access barriers
	LMICs

	2
	Journal of Banking Regulation
	2025
	Ahmed
	Crowdfunding and entrepreneurial/SME finance: regulatory framework for financial inclusion.
	SME finance
	Proportional regulation
	Content analysis
	Financial inclusion
	GCC countries

	3
	SSRN Electronic Journal.
	2022
	Moro, A. and Schiavone, A.
	The Role of Non-bank Financial Institutions in the Intermediation of Capital Flows to Emerging Markets. 
	Capital flows
	Financial intermediation
	Panel regressions
	Volatile inflows
	Emerging markets

	4
	Journal of Risk and Financial Management
	2021
	Sharma, A. and Rastogi, S.
	Impact of Efficiency on Voluntary Disclosure of Non-Banking Financial Company—Microfinance Institutions in India.
	Financial efficiency
	Agency theory
	DEA, panel
	Disclosure drivers
	India

	5
	International Journal of Entrepreneurial Behaviour & Research
	2025
	McGeown, E., Power, B. and Shinnick, E.
	The non-bank lending channel: an important substitute for SME bank debt.
	SME finance
	Pecking order
	Probit analysis
	Credit substitution
	Ireland

	6
	Review of Agrarian Studies, [online]
	2024
	Chavan, P. and Ashish Kamra
	Financial Inclusion in Rural India: An Assessment Based on Secondary Data.
	Access, affordability
	Inclusive finance
	Secondary data
	Credit gaps
	Rural India

	7
	SSRN Electronic Journal.
	2023
	Bhattacharya, Prof.Dr. Pranab K. and Bhattacharya, R.
	COVID-19 Pandemic in India and Impact of Microfinance Companies and Non-Financial Banking Companies Microcredit Loans to Poor Households through the Self-Help Groups (SHG) in West Bengal State, and also in India.
	Loan distress
	Financial inclusion
	Case analysis
	Borrower vulnerability
	India

	8
	UGC CARE APPROVED JOURNAL
	2022
	SHUKLA, S. and SINGH, D.T.
	Emerging Trends and Patterns in Micro Finance in India. Stochastic Modelling.
	Financial inclusion
	Development finance
	Trend analysis
	Sector evolution
	India

	9
	Small business economics.
	2025
	Boccaletti, S., Ferrando, A., Rossi, E. and Rossolini, M.
	European SMEs’ growth: the role of market-based finance and public financial support.
	Market-based finance
	Certification theory
	Propensity matching
	SME scaling
	Eurozone

	10
	SSRN Electronic Journal.
	2024
	McGarrell, R., Khan, A., Arun, T., Markose, S.M., Murinde, V., Kostov, P., Sethi, R., and Goel, V.
	A Comparative Analysis of Digitalization in Small Finance Banks: India and UK Scenario.
	Financial inclusion
	Digital transformation
	Comparative analysis
	Fintech inclusion
	India, UK



Table 1 provides an overview of the main features of studies that were reviewed within the framework of RQ1, showing the source of publications, the methodology, theoretical perspectives and geographical locations. This table indicates that it has a great concentration in SME finance, financial inclusion and non-bank intermediation in emerging and developing economies. Methodological pluralism is evident in the literature through varying methods that were used, such as evidence gap mapping, panel regressions and qualitative analyses. The theoretical grounds are diverse in terms of financial intermediation, down to agency and pecking order theories, and represent an alternate point of analysis. On the whole, the table testifies to the complementary nature of NBFCs/NBFIs in overcoming access barriers of SMEs in the world today.
[bookmark: _heading=h.fvpk4tooxiox]
[bookmark: _Toc220617667]Table 2: Citation Summary Table
	S. No
	Title 
	Authors
	Source Title
	Publication Year
	Average per Year
	Total Citations

	1
	Effects of interventions to improve access to financial services for micro‐, small‐ and medium‐sized enterprises in low‐ and middle‐income countries: An evidence and gap map.
	Ashley, N., Villanueva, A., Tolin, A.C., Disse, S., Lensink, R., and White, H. 
	Campbell Systematic Review
	2023
	25
	50

	2
	Crowdfunding and entrepreneurial/SME finance: regulatory framework for financial inclusion.
	Ahmed
	Journal of Banking Regulation
	2025
	6
	6

	3
	The Role of Non-bank Financial Institutions in the Intermediation of Capital Flows to Emerging Markets. 
	Moro, A. and Schiavone, A.
	SSRN Electronic Journal.
	2022
	1.67

	5

	4
	Impact of Efficiency on Voluntary Disclosure of Non-Banking Financial Company—Microfinance Institutions in India.
	Sharma, A. and Rastogi, S.
	Journal of Risk and Financial Management
	2021
	6.5
	26

	5
	The non-bank lending channel: an important substitute for SME bank debt.
	McGeown, E., Power, B. and Shinnick, E.
	International Journal of Entrepreneurial Behaviour & Research
	2025
	1
	1

	6
	Financial Inclusion in Rural India: An Assessment Based on Secondary Data.
	Chavan, P. and Ashish Kamra
	Review of Agrarian Studies, [online]
	2024
	3.5
	7

	7
	COVID-19 Pandemic in India and Impact of Microfinance Companies and Non-Financial Banking Companies Microcredit Loans to Poor Households through the Self-Help Groups (SHG) in West Bengal State, and also in India.
	Bhattacharya, Prof.Dr. Pranab K. and Bhattacharya, R.
	SSRN Electronic Journal.
	2023
	1
	2

	8
	Emerging Trends and Patterns in Micro Finance in India. Stochastic Modelling.
	SHUKLA, S. and SINGH, D.T.
	UGC CARE APPROVED JOURNAL
	2022
	2
	3

	9
	European SMEs’ growth: the role of market-based finance and public financial support.
	Boccaletti, S., Ferrando, A., Rossi, E. and Rossolini, M.
	Small business economics.
	2025
	23
	23

	10
	A Comparative Analysis of Digitalization in Small Finance Banks: India and UK Scenario.
	McGarrell, R., Khan, A., Arun, T., Markose, S.M., Murinde, V., Kostov, P., Sethi, R., and Goel, V.
	SSRN Electronic Journal.
	2024
	0.5
	1



Table 2 is the citation-based summary of the most influential works that will be incorporated in RQ1. It indicates the differences in the level of academic influence among the years of publications, journals and research designs. Systematic reviews and finance-specific literature are highly cited, which points to primary relevance in the literature of SME and non-bank finance. The recent literature demonstrates a decrease in the citation because of the recency of the publications rather than quality. In general, the table affirms the validity of evidence-based research and illustrates a balance between seminal contributions and new research, which is influencing the current discussions on NBFC and SME financing in the global arena and is policy-relevant.
[bookmark: _Toc220617668]Table 3: Key Characteristics investigated
	Source
	Key Characteristics 

	[5]
	MSME finance

	[3]
	SME finance

	[40]
	Capital flows

	[48]
	Financial efficiency

	[39]
	SME finance

	[14]
	Access, affordability

	[9]
	Loan distress

	[49]
	Financial inclusion

	[11]
	Market-based finance

	[38]
	Financial inclusion


Table 3 also describes the main features that were investigated in the chosen studies, where the literature is concentrated in terms of its themes. The results indicate that there is a high focus on SME and MSME finance, financial inclusion, and check-related limitations, and credit availability is at the heart of the study of SME development. Other features like capital flows, financial efficiency, market-based finance and loan distress bring to the fore the complex nature of non-bank financial intermediation. In general, the table shows that the current research takes both micro-level and systemic approaches to evaluate the contribution of NBFC and NBFI to the development of SMEs in different economic settings.
[bookmark: _Toc220617669]Table 4: Geographical contexts investigated
	Country
	Number of Identified Studies
	Exemplary Studies

	LMICs
	1
	[5]

	GCC countries
	1
	[3]

	Emerging markets
	1
	[40]

	India
	4
	[9], [14], [48], [49]

	Ireland
	1
	[39]

	Eurozone
	1
	[11]

	India, UK
	1
	[38]


Table 4 describes the geographical coverage of studies incorporated in RQ1, showing that research is focused on the regions. The most studied setting is India because the NBFCs are leading in the Indian SME financing system. In other research, researchers are taking a wider angle that includes LMICs, emerging markets, the GCC, Ireland, the Eurozone and the comparative India-UK environment. It is spread and shows country-specific and cross-regional analysis. But the small number of research that are not located in India may indicate a geographical disproportion, which implies the necessity of additional comparative data on the roles of NBFC and NBFI in economic and regulatory settings.
[bookmark: _Toc220617670]Table 5: Industry contexts investigated
	Industry
	Number of Identified Studies
	Exemplary Studies

	SME / MSME Finance
	1
	[5]

	Crowdfunding / SME Finance
	1
	[3]

	Non-bank Financial Institutions
	1
	[40]

	NBFC–Microfinance
	1
	[48]

	Non-bank Lending
	1
	[39]

	Rural Finance
	1
	[14]

	Microfinance
	2
	[9], [49]

	Market-based Finance
	1
	[11]

	Banking / FinTech
	1
	[38]


Table 5 includes the industry situations discussed in the chosen studies, which shows the diversity in the sector of NBFC and NBFI research. The literature on SME and MSME finance, microfinance, rural finance and non-bank lending reflects the extensiveness of alternative financial intermediation. The new directions include crowdfunding, market-based finance and FinTech-enabled banking, which indicate the shift in financing sources among the SMEs. Microfinance is more common, implying that it is connected with the aims of financial inclusiveness. In general, the table reveals that NBFC studies do not focus on a specific industry, but can be spread across the traditional, digital and inclusive finance sectors.
[bookmark: _Toc220617671]Table 6: Notable key theories investigated
	Source
	Theoretical Lens

	[5]
	Theory of change

	[3]
	Proportional regulation

	[40]
	Financial intermediation

	[48]
	Agency theory

	[39]
	Pecking order

	[14]
	Inclusive finance

	[9]
	Financial inclusion

	[49]
	Development finance

	[11]
	Certification theory

	[38]
	Digital transformation


Table 6 provides the theoretical lenses that the reviewed studies were based on and contain diversity in the analysis of NBFC and SME finance. The pecking order and the agency theories describe the behaviour of lending, choices of risks and capital structure. The perspectives that focus on inclusion, like inclusive finance, development finance and theory of change, put more emphasis on access and developmental outcomes. The proportional regulation and certification theory deals with the regulatory credibility and market signalling, whereas the digital transformation emphasises the models of financing that depend on technologies. As a whole, the theories show that the effects of NBFC on SMEs are analysed within financial, institutional and technological paradigms instead of one dominant paradigm.
[bookmark: _Toc220617672]Table 7: Methodologies investigated
	Methodology
	Number of Identified Studies
	Exemplary Studies

	Evidence gap map
	1
	[5]

	Content analysis
	1
	[3]

	Panel regressions
	1
	[40]

	DEA, panel
	1
	[48]

	Probit analysis
	1
	[39]

	Secondary data
	1
	[14]

	Case analysis
	1
	[9]

	Trend analysis
	1
	[49]

	Propensity matching
	1
	[11]

	Comparative analysis
	1
	[38]


Table 7 provides a summary of methodological approaches used in the reviewed studies, which means that methodological diversity is substantial. Measures of relationships between finance and SME outcomes are measured using quantitative techniques like panel regressions, DEA, probit analysis and propensity score matching. Contextual and institutional shades are brought out by qualitative and mixed methods such as content analysis, case analysis and comparative studies. Syntactic synthesis is reinforced by the existence of evidence gap mapping and trend analysis. The table as a whole indicates that both empirical measurement and interpretive analysis are used to make conclusions about the effectiveness of NBFC, which increases the strength and analytical validity.

[bookmark: _Toc220617673]3.1.2 Thematic Analysis 
[bookmark: _Toc220617674]3.1.2.1 Topic 1: NBFCs and Alternative Financial Intermediation for SMEs

The literature on this topic highlights the increased significance of the Non-Banking Financial Company (NBFCs) and other financial institutions that are not banks as other intermediaries in the flow of funds to the small and medium enterprises (SMEs). According to Moro and Schiavone (2022), non-bank financial institutions have a major role to play in the emerging markets as they mobilise and redistribute the capital to the areas that traditional banks do not adequately serve. Their research points to the fact that NBFCs tend to adopt a flexed lending architecture, industry-specific skills, and a relationship-centred framework, which allows them to overcome information asymmetry problems that limit bank credit to SMEs (Moro and Schiavone, 2022). In line with this line of thinking, McGeown et al. (2025) present the supporting empirical evidence that non-bank lending has been increasingly used as a replacement for bank debt by SMEs, especially during times when bank credit is tightening. The authors find that under the conditions of limitation of bank lending due to a regulatory or otherwise risk-related reason, SMEs use term loans, working capital financing, and structured credit products that are offered by NBFCs (McGeown et al., 2025). Such a replacement effect emphasises the real usefulness of the NBFCs in providing credit continuity to the SMEs therefore reducing the risk of financing deficit.  Based on a larger European perspective, Boccaletti et al. (2024) analyse how market-based finance and government financial help contribute to SME development, but the instrumental part of the non-bank intermediaries is not mentioned (Boccaletti et al., 2024). The research speculates that NBFC-based organisations increase access of the SMEs to diversified sources of funds such as debt instruments and hybrid financing, which aids business growth and sustainability.

[bookmark: _Toc220617675]3.1.2.2 Topic 2: Financial Inclusion and Access-Oriented NBFC Services

The literature that falls under this topic is focused on the central role of NBFCs in enhancing financial inclusion through the ability to improve the accessibility of formal financial services to underserved and marginalised SMEs. Ashley et al. (2023) utilise evidence and a gap map of financial access interventions in low- and middle-income countries to prove that non-bank financial institutions play a significant role in extending credit to micro, small, and medium enterprises (Ashley et al., 2023). Reviewing it, Ashley et al. (2023) say that the interventions conducted by the NBFCs, including microloans, working capital finance, and simplified credit products, are especially workable in accessing informal and fledgling enterprises that, in many respects, have been left out by conventional banking sectors (Ashley et al., 2023). In the Indian setting, Chavan and Kamra (2024) dwell upon the role which NBFCs play in the financing inclusion in the rural or semi-urban setting. Chavan and Kamra (2024) state that local-oriented financial services, a range of repayment options, and reduced documentation are among the factors that may help NBFCs facilitate access to credit. These are among the traits that can enable the rural SMEs and micro-entrepreneurs to be integrated into the formal financial system and, consequently, be able to increase the stability of operations and access to expansion (Chavan and Kamra, 2024). The next point that is highlighted by Chavan and Kamra (2024) is that NBFCs are typically accompanied by government initiatives to enable financial inclusion via last-mile credit services. The inclusion aspect of the NBFCs was famous, particularly in times of economic trouble. Bhattacharya and Bhattacharya (2023) discuss how NBFC and microfinance company interventions played out during the COVID-19 pandemic via self-help groups (SHGs) (Bhattacharya and Bhattacharya, 2023).

[bookmark: _Toc220617676]3.1.2.3 Topic 3: Digital, Crowdfunding, and Innovative Financial Services for SMEs

The literature under this topic focuses on digitalising SME financing and making creative models of financial services provided by NBFCs and NBFC-like institutions. Ahmed (2025) discusses crowdfunding as a new alternative funding source, and it has to be emphasised that it can become increasingly relevant to SMEs experiencing limitations in conventional credit market environments. The paper highlights the importance of controlled backing of crowdfunding platforms, which are usually run or mediated by non-bank financial intermediaries, in availing capital to SMEs, but in addition to the monetary advantages, such as market validation, investor network, and financial literacy (Ahmed, 2025). The platforms will therefore go beyond pure financing to provide ecosystem-based funding for the growth of entrepreneurs. In line with this view, McGarrell et al. (2024) examine how small finance banks and other lenders can become digital, and the implications of technology-driven models are necessary to increase the accessibility of credit and increase the efficiency of services (McGarrell et al., 2024). Their comparative analysis of India and the UK demonstrates that digital lending tools, including automated credit scoring, e-KYC processes, and their use of data to assess risks, can help NBFCs provide faster loan approvals, customised products, and around-the-clock customer support to SMEs. Such innovations help to cut down transaction costs and to alleviate information asymmetry, especially for small businesses that have very little formal credit history.

[bookmark: _Toc220617677]3.1.2.4 Topic 4: Governance, Disclosure, and Non-Financial Support Services of NBFCs 

The literature on this topic indicates how the quality of governance, transparency, and non-financial assistance services by NBFCs can enhance the SME financing environment. Sharma and Rastogi (2021) focus on the connection between operational effectiveness and voluntary disclosure by NBFC-microfinance institutions in India. They conclude that more efficient NBFCs tend to practice greater amounts of voluntary disclosure to increase transparency, trust among the stakeholders, and levels of borrower confidence (Sharma and Rastogi, 2021). These types of governance are indirect non-financial services since they alleviate the information asymmetry and build long-term relations between the NBFCs and the SME borrowers. Additional information is given by Shukla and Singh (2022), who conclude about new trends and patterns in microfinance in India. These researchers emphasise the point that NBFCs are on the rise to offer non-financial support activities, including financial literacy, credit education, and borrower education (Shukla and Singh, 2022). Such services allow SMEs and micro-entrepreneurs to have a clearer idea of the terms of loans, cash flow, and make reasonable financial decisions, so they utilise loans and repay on time.

[bookmark: _Toc220617678]3.2 RQ2 
[bookmark: _Toc220617679]3.2.1 Numerical Analysis
[bookmark: _Toc220617680]Table 1: Summary Table 
	S. No
	Publisher
	Publication Year
	Author(s)
	Article Title
	Key Factor(s)
	Theoretical Lens
	Methodology
	Key Theme(s)
	Geographical
Context
	No of Citations

	1
	SSRN
	2025
	Apoorva Javadekar and Abhishek Bhardwaj
[bookmark: _heading=h.ph0nwo37bis1]

	How Does Bank Lending To Non-Banks Affect Credit Allocation And Systemic Risk

	Financial Intermediation, Non-Banks, Capital Regulation, Systemic Risk
	Financial Intermediation Theory
	Quantitative, quasi-experimental empirical method
	Credit reallocation, role of capital regulation, financial inclusion, systemic risk
	India 
	5

	2
	IIBF
	2023
	Dr. Bibekananda Panda 
	ASYMMETRIC INFORMATION AND MARKET FAILURE IN BANK-NBFC CO-LENDING MODEL 
	Asymmetric information, CLM, market failure 
	Asymmetric Information Theory
	Primary qualitative
	Asymmetric information in lending, market failure in the CLM ecosystem
	India
	2

	3
	Brac University
	2023
	Sudip Chakroborty 
	Revolutionising consumer loans: the role of emerging technologies in shaping credit products for Non-Bank Financial Institutions (NBFI)

	IDLC Finance Limited; Credit products; Non-bank financial institution; Consumer loan
	Porter’s Five Forces, SWOT, and leadership style theories 
	Mixed methods
	Digital transformation of consumer lending, competitive threat from Neo-Banks and FinTechs
	Bangladesh 
	1

	4
	International Journal of Health Sciences
	2022
	Khatri, R.; Modi, A.
	Performance of NBFCs: A Pre and Post COVID Analysis
	NBFC financial performance, COVID-19 disruptions, and post-pandemic recovery and resilience trends.
	Crisis-Impact and Recovery Theory
	Quantitative
	Pandemic impact, financial performance, resilience, recovery trends, NBFC stability
	India
	8

	5
	IJMRAST
	2025
	Shrey Gaur and Dr Pradeep Kumar Singhal
	An Empirical Study of Banking and Non-Banking Financial Institutions through their Initial Public Offering (IPO) and Its Performance in the New Era
	Banking Institutions, Non-Banking Financial Companies (NBFCs), Initial Public Offering (IPO), Financial Performance, Capital Market, Financial Sector
	EMH, Agency theory 
	Quantitative 
	Differential post-IPO performance between banks and NBFCs,  Risk–Return Trade-off in financial institutions
	India
	3

	6
	Economic and Political Weekly 
	2022
	Anup Kumar Bhandari, Nithin Pradeep
	An Investigation into the Selected Non-banking Financial Companies in India 
	Neo-banking
	Marxist theory
	Conceptual analysis
	Class transformation
	India
	2

	7
	KIM Journal of Business Research
	2023
	Chhabra, D., Patil, A., and Sikhakolli, S. S
	‘Corporate loans credit risk analysis – A study of an NBFC strategy’
	Risk assessment
	Financial risk theory
	Case study
	NBFC lending
	India
	3

	8
	Cuestiones de Fisioterapia
	2025
	 Jha
	Scrutinizing the effectiveness of the NBFC-P2P (peer-to-peer) lending system in India
	Regulatory effectiveness
	Financial intermediation
	Systematic review
	P2P regulation
	India
	0

	9
	Vinimaya
	2022
	Manickaraj, M. and James
	Lending by banks to NBFCs for on-lending to priority sectors: Recent RBI guidelines and way forward
	RBI guidelines
	Financial intermediation
	Policy analysis
	Bank–NBFC synergy
	India
	0

	10
	ANWESHAN
	2024
	Verma, J
	The influence of online marketing services on non-banking finance companies (NBFCs)
	Digital promotion
	Marketing theory
	Empirical survey
	NBFC visibility
	India
	1



Table 1 summarises the studies that were analysed based on RQ2, which is based on the interactions between NBFCs and banks, systemic risk, and digital transformation and regulatory dynamics. The concentration of Indian research is strong, which is indicated in the table, and it is indicative of the maturity and relevance of the NBFC sector to the policies. The variety of analyses is analytical in that the methodologies encompass quantitative quasi-experimental designs that are based on conceptual analysis and case-based analysis. Financial intermediation, asymmetric information, crisis recovery and agency perspective are in the theoretical lenses, which capture the issues of stability and innovation. In general, the table represents the role of NBFCs in the allocation of credit, transmission of risks, technological adoption and financial inclusion in changing banking and regulatory ecosystems.
[bookmark: _heading=h.lo3fy3j9np8w]
[bookmark: _Toc220617681]Table 2: Citation Summary Table
	S. No
	Title 
	Authors
	Source Title
	Publication Year
	Average per Year
	Total Citations

	1
	How does bank lending to non-banks affect credit allocation and systemic risk
	Javadekar, A.; Bhardwaj, A.
	SSRN Working Paper
	2024
	2.5
	2

	2
	Asymmetric information and market failure in the NBFC co-lending model
	Panda, B.
	IIBF Research Report
	2023
	0.7
	2

	3
	Revolutionising consumer loans: The role of emerging technologies in shaping credit products for NBFIs
	Chakroborty, S.
	BRAC University Repository (Thesis)
	2023
	0.33
	1

	4
	Performance of NBFCs: A pre- and post-COVID analysis
	Khatri, R.; Modi, A.
	International Journal of Health Sciences
	2022
	2.7
	8

	5
	An empirical study of banking and non-banking financial institutions through IPOs and performance
	Gaur, S.; Singhal, P.K.
	International Journal of Multidisciplinary Research in Arts, Science and Technology
	2025
	1
	3

	6
	An Investigation into the Selected Non-banking Financial Companies in India 
	Anup Kumar Bhandari, Nithin Pradeep
	Economic and Political Weekly 
	2022
	0.67
	2

	7
	‘Corporate loans credit risk analysis – A study of an NBFC strategy’
	Chhabra, D., Patil, A., and Sikhakolli, S. S
	KIM Journal of Business Research
	2023
	1.5
	3

	8
	Scrutinizing the effectiveness of the NBFC-P2P (peer-to-peer) lending system in India
	 Jha
	Cuestiones de Fisioterapia
	2025
	0
	0

	9
	Lending by banks to NBFCs for on-lending to priority sectors: Recent RBI guidelines and way forward
	Manickaraj, M. and James
	Vinimaya
	2022
	0
	0

	10
	The influence of online marketing services on non-banking finance companies (NBFCs)
	Verma, J
	ANWESHAN
	2024
	0.5
	1



The studies considered under RQ2, as presented in Table 2, are assessed based on citations and give an indication of their academic impact and freshness. The number of citations is significantly different, and the impact of the studies covering the systemic risk and the performance of COVID-19 is higher, which demonstrates its relevance to the policy. The reduced number of citation figures in recent publications and theses can mostly be related to the lack of time since the publication date and can be associated with less scholarly worth. The table indicates a blend of peer-reviewed articles, working papers and institutional reports, which establishes a balanced evidence base, which incorporates or encompasses both the old and new research on NBFC–bank connections and regulatory advancements.
[bookmark: _Toc220617682]Table 3: Key Characteristics investigated
	Source
	Key Characteristics 

	[27]
	Bank–NBFC linkages, credit allocation efficiency, systemic risk transmission

	[42]
	Information asymmetry, co-lending risks, and market failure in NBFC partnerships

	[12]
	Digital innovation, fintech adoption, consumer lending transformation

	[30]
	Financial performance, COVID impact, pre-post pandemic comparison

	[22]
	IPO performance, market valuation, banking, and NBFC comparison

	[8]
	Financial health and operational efficiency of Indian NBFCs

	[15]
	Credit risk assessment, corporate lending strategies in NBFCs

	[28]
	P2P lending effectiveness, regulatory compliance, and borrower outcomes

	[37]
	Bank funding to NBFCs, priority sector lending impact

	[50]
	Digital marketing influence, customer acquisition in NBFCs


Table 3 draws up the main features analysed in RQ2 studies, which show operational, technological and systemic aspects of NBFC activity. The major themes are bank-NBFC connections, reasons as to why credit is allocated efficiently, and systemic risk is transmitted, as well as the information asymmetry in co-lending models. Some of the studies focus on digital innovation, the use of fintech and online marketing as sources of competitive change. Performance-based studies deal with the results of IPO, corporate credit risk and resilience to pandemics. Regulatory efficacy, especially in P2P lending and priority sector on-lending, also comes to the fore. In general, the table shows that debates have changed their focus to access to stability, efficiency and digitalisation.
[bookmark: _Toc220617683]Table 4: Geographical contexts investigated
	Country
	Number of Identified Studies
	Exemplary Studies

	India
	9
	[27],[42],[30],[22],[8],[15],[28],[37],[50]

	Bangladesh
	1
	[12]


Table 4 shows the geographical distribution of the studies devoted to the NBFC participation in the SME financing emphasizing that India is strongly concentrated. The number of studies focusing on Indian context is nine, which corresponds to the vast ecosystem of NBFC in the country and its applicability to the context of pushing credit to SMEs. One study represents Bangladesh meaning that there is not much regional diversification in this subset. The hegemony of Indian studies implies that the research focus on the emerging-market financial systems, regulatory frameworks, and institutional lending gaps is identified and that opportunities exist to conduct a wider comparative study in other developing economies.
[bookmark: _Toc220617684]Table 5: Industry contexts investigated
	Industry
	Number of Identified Studies
	Exemplary Studies

	Core NBFC Operations & Performance
	3
	[30],[22],[8]

	Bank–NBFC Lending & Co-lending Models
	3
	[27],[42],[37]

	NBFC Credit Risk & Corporate Lending
	1
	[15]

	NBFCs & Financial Technology (FinTech)
	1
	[12]

	NBFC-P2P (Peer-to-Peer) Lending
	1
	[28]

	NBFC Marketing & Digital Services
	1
	[50]


Table 5 sorts the industry settings discussed in the literature focused on NBFCs, and it shows the wide range of operational area discussed. The most attention is paid to core NBFC operations and performance, as well as bank-NBFC co-lending models with a focus in the area of institutional collaboration and credit delivery mechanisms. New areas like the FinTech integration, peer-to-peer lending, digital marketing, and credit risk analysis are not as common, meaning new areas of research. On the whole, in the table, one can see that there was a shift towards newer technology-based and market-oriented models in which NBFCs assist in supporting the financing of SMEs.
[bookmark: _Toc220617685]Table 6: Notable key theories investigated
	Source
	Theoretical Lens

	[27]
	Financial intermediation theory; systemic risk theory

	[42]
	Asymmetric information theory; market failure theory

	[12]
	Technology acceptance theory; financial innovation theory

	[30]
	Financial performance and crisis-impact theory

	[22]
	Market efficiency theory; signalling theory (IPO performance)

	[8]
	Firm performance and efficiency theory

	[15]
	Credit risk theory; risk management theory

	[28]
	Peer-to-peer lending theory; disintermediation theory

	[37]
	Regulatory compliance theory; priority sector lending framework

	[50]
	Digital marketing and consumer behaviour theory


Table 6 can be taken as the summary of theoretical bases of NBFC-oriented studies reviewed, and it shows a significant variety in concepts. The theories prevail with financial intermediation and asymmetric information and focus on NBFCs in resolving the inefficacy of the credit markets to SMEs. FinTech adoption is explained by technology acceptance and innovation theories, and institutional stability and governance are explained by credit risk and regulatory compliance theories. Others, such as the theory of signalling and market efficiency as well as disintermediation expand the level of analysis. Taken together, those frameworks allow to systematically study NBFC behaviour, regulatory effects and technological change that affects SME financing performance.
[bookmark: _Toc220617686]Table 7: Methodologies investigated
	Methodology
	Number of Identified Studies
	Exemplary Studies

	Secondary quantitative analysis
	6
	[27],[30],[22],[8],[15],[37]

	Conceptual/theoretical analysis
	2
	[42],[28]

	Qualitative descriptive analysis
	1
	[12]

	Mixed-methods
	1
	[50]


Table 7 describes the methodologies used in the NBFC-based investigations, and it is evident that secondary quantitative research is favoured. The majority of studies use financial information, performance, and regulations indicator to evaluate NBFC performance. Conceptual and theoretical studies lead to structural knowledge; qualitative descriptive and mixed methods is are not prevalent. Such a methodological pattern shows the evidence-based character of the NBFC research but at the same time the gap in data concerning qualitative and longitudinal studies could point to the future research directions which need to investigate the views of the SME and the way institutions make decisions.
[bookmark: _Toc220617687]3.2.2 Thematic Analysis 
[bookmark: _Toc220617688]3.2.2.1 Digital and Fintech-Enabled Lending Models 
NBFCs are digitised and can be made more flexible and responsive than traditional banks with the help of fintech, though its usefulness remains a controversial topic in the literature. According to Chakroborty (2023), new technologies such as AI-driven credit scoring, automated underwriting and digital onboarding, have helped NBFCs to drastically cut turnaround time and operational costs to facilitate increased access to customers and product personalisation. This technical edge enables the NBFCs to penetrate underserved markets, which are usually shunned by banks as a result of their inflexible risk provisions. Nevertheless, this perceived superiority is not without boundaries. More importantly, Panda (2023) indicates that NBFC lending is the technology-based lending part where the co-lending and platform-based lending are highly likely to exist with information asymmetry that leads to a false pricing of credit risk. Another caution to the overdependence on the non-bank financial institutions model is that it can cause distortions in credit allocation and systemic risks that get more and more prominent as the NBFCs are heavily bank-funded but leaves the banks with a lax regulation hand, Javadekar and Bhardwaj (2024) also caution. In addition, despite acknowledging that online service delivery and digital marketing improve the NBFC customer acquisition as indicated by Verma (2024), this development is usually volume-focused but not risk-averse. Khatri and Modi (2022) empirically highlight how post-COVID stress revealed weak points in digitally aggressive NBFCs, suggesting a doubtful future for the expansion of fintech as a leader. Therefore, despite the efficiency and inclusivity of digital lending models compared to a traditional bank, their success is conditional, which depends on strong governance of risks, legislative compliance, and sensible credit discipline, which remain systemic issues of NBFCs.
[bookmark: _Toc220617689]3.2.2.2 Alternative Credit Assessment and Data-Driven Models  
Emerging data-driven lending and new types of credit checks can be commonly described as the innovative advantage of the NBFCs over the traditional banks, yet the academic literature reveals some structural drawbacks. Chakroborty (2023) believes that the borrowing habits of NBFC by non-traditional data sets, such as digital transaction records, mobile usage, and behavioural-analytics enable it to willingly lend to, without the attention of bank-centric credit scorecards. This model is claimed to encourage financial inclusions and rapid credit provision. Whilst Panda (2023) expresses a critical response by saying that the reliance on other data enhances asymmetric information rather than resolving it as it is in case of co-lending arrangements where the risk ownership between banks and NBFCs is not clear. Javadekar and Bhardwaj (2024) build upon this by demonstrating that systemic risk where the underwriting model is more interested in growth than quality might be detrimental to credit distribution, and data-based NBFC lending might adversely affect this. The alternative credit models applied by NBFCs are doubtful based on empirical evidence. According to Chhabra et al. (2023), NBFC credit risk systems have serious flaws, and the cyclical and sectoral risks are usually dismissed in the framework of algorithms. Likewise, Khatri and Modi (2022) show that the post-COVID stress revealed the weakness of the data-intensive NBFC portfolios as indicated by the level of delinquency that was higher than expected. In addition, Bhandari and Pradeep (2022) warn that any slight regulation within the use of alternative data undermines transparency and accountability, and as such, such models are conditional and prone to disrupting the risk at the expense of having a tighter governing framework and regulation. 
[bookmark: _Toc220617690]3.2.2.3 Specialised and Segment-Focused Lending Models 
A specific competitive advantage of NBFCs over a traditional bank is frequently mentioned as a specialised and segment-specific lending model, but again, current literature points to quite significant trade-offs of the systems and systemic issues. According to Chakroborty (2023), the strong concentration of NBFCs on niche groups like MSMEs, self-employed customers and persons operating in the informal sector enables the provision of personalised credit products to different individuals due to the standardisation of credit provisions in banks. It is a specialisation that allows serving more credit faster, as well as saturating underserved markets. Regardless of these advantages, Panda (2023) warns that segment concentration increases the problem of increasing information asymmetry and adverse selection, especially in the case of NBFCs being less diversified. Chhabra et al. (2023) also show that in the NBFC business, business or sector-based strategies on lending may have underestimated correlated risks and created weak credit portfolios whenever the economy experiences a downturn. Khatri and Modi (2022) confirm empirically that NBFCs were disproportionately impacted by post-COVID stress due to a limited segment exposure, which frustrated their risk-diluting ability. Besides, Javadekar and Bhardwaj (2024) emphasise that bank-heavy funding of specialised NBFC lending may lead to incorrectly distributing credit and risk re-entry to the financial system. Bhandari and Pradeep (2022) also note that the regulatory control has failed to develop adequately to handle the dynamics of the highly fragmented NBFCs.
[bookmark: _Toc220617691]3.2.2.4: Flexible and Relationship-Based Lending Structures  

It is often described as a strength of NBFCs as compared to traditional banks since it has flexible and relationship-based lending structures, but academic evidence reveals them as privileged with weaknesses. According to Chakroborty (2023), NBFCs have a higher advantage of decentralised decision-making and the ability to get ready to borrowers, providing individual repayment plans and quicker credit restructuring. This relationship strategy will allow NBFCs to serve borrowers that the banks normally impose very strict lending terms. Nonetheless, most importantly, Panda (2023) argues that flexibility has augmented asymmetric information particularly when co-lending is involved where responsibilities to monitor are shared. The authors also note that objective assessment of risk could be undermined in relationship-based lending credit where the authors note that they may be exposed to risks of concentration of borrowers, as well as inadequate governance (Chhabra et al., 2023). In a study by Khatri and Modi (2022), the deep dependence on relational lending by NBFCs was proven to result in a more significant decrease in asset quality when compared to more conservative banks in the period of post-COVID stress. Also, according to Javadekar and Bhardwaj (2024), NBFC lending based on relationships, most commonly financed by banks in an indirect manner, may propagate localised credit risk into the more rigorous financial system. As Bhandari and Pradeep (2022) assert, the regulatory policies are still underdeveloped to punish discretionary lending behaviours.
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[bookmark: _Toc220617692]3.3 RQ3
[bookmark: _Toc220617693]3.3.1 Numerical Analysis
[bookmark: _Toc220617694]Table 1: Summary Table
	S. No
	Publisher
	Publication Year
	Author(s)
	Article Title
	Key Factor(s)
	Theoretical Lens
	Methodology
	Key Theme(s)
	Geographical
Context

	1
	MDPI
	2024
	Adam, N. A.
	Perceived Risk and External Finance Usage in Small- and Medium-Sized Enterprises: Unveiling the Moderating Influence of Business Age
	Perceived risk, SME finance usage, business age
	Risk perception theory
	Quantitative survey analysis
	How perceived risk affects SME external finance usage
	UK & Global SMEs

	2
	International Journal of Research in Entrepreneurship & Business Studies
	2025
	Al Balushi, S. O. A. R. A. and Krishnamurthy, J.
	Between Risk and Growth: Challenges in SME Financing for Omani Lenders
	Lending risk, SME growth, and credit constraints
	Institutional theory
	Qualitative case study
	SME financing challenges, lender-side risks
	Oman

	3
	MDPI
	2025
	Laso, J. M., Moya-Clemente, I. and Giner, G. R.
	Accessing Alternative Finance in Europe: The Role of SMEs, Innovation, and Digital Platforms
	Alternative finance, innovation, digital platforms
	Innovation diffusion theory
	Quantitative data analysis
	SME adoption of alternative finance and digital innovation
	Europe

	4
	Elsevier
	2023
	Sanga, B. and Aziakpono, M.
	FinTech and SMEs financing: a Systematic Literature Review and Bibliometric Analysis
	FinTech adoption, SME finance
	Literature review framework
	Systematic literature review & bibliometric analysis
	How FinTech platforms support SME financing
	Global

	5
	Advances in Economics, Management and Political Sciences
	2024
	Yang, Z.
	Research on the Financing Problems and Solutions of Small and Medium-sized Enterprises
	Access to finance, institutional barriers
	Financial constraint theory
	Qualitative review
	SME financing barriers and potential solutions
	China/Global

	6
	MDPI
	2021
	Sharma, A. and Rastogi, S.
	Impact of Efficiency on Voluntary Disclosure of Non-Banking Financial Company—Microfinance Institutions in India
	NBFC efficiency, disclosure practices
	Agency theory
	Quantitative analysis
	Efficiency and transparency of NBFCs affecting SME finance
	India

	7
	Elsevier
	2023
	Wang, H., Xiang, X. and Han, L.
	Financial development, legal systems and SME finance: Cross-country evidence
	Financial development, legal systems, and SME financing
	Institutional and legal theory
	Econometric cross-country analysis
	Influence of financial and legal systems on SME finance access
	Cross-country (multiple countries, including the UK)

	8
	Emerald
	2025
	McGeown, E., Power, B. and Shinnick, E.
	The non-bank lending channel: an important substitute for SME bank debt
	Non-bank lending, SME credit gap
	Financial intermediation theory
	Quantitative and secondary data analysis
	Role of non-bank lenders in providing credit to SMEs
	Ireland & UK

	9
	Palgrave Macmillan
	2025
	Ahmed, H.
	Crowdfunding and entrepreneurial/SME finance: regulatory framework for financial inclusion
	Crowdfunding, regulatory frameworks
	Regulatory and inclusion theory
	Qualitative review & policy analysis
	How crowdfunding and regulations impact SME finance access
	Global

	10
	The Indian Economic Journal
	2023
	Ramachandran, S. and Chandramohan, B.P.
	Problems in availing Institutional Finance by Informal MSMEs in India with special reference to MUDRA Loans and Udyam Registration
	Institutional finance access, informal MSMEs, and government schemes
	Institutional & development finance theory
	Quantitative survey & descriptive statistics
	Challenges informal MSMEs face in accessing government finance
	India


[bookmark: _heading=h.iy0phpb3q64w]

Table 1 summarizes the main features of studies that were selected in the systematic literature review, including the publication source, theoretical perspective, methodology, and topic of focus. Recent studies by Adam (2024), Sharma and Rastogi (2021), and McGeown et al. (2025) outline non-bank and other finance systems that aid in the growth of the SMEs. Emphases of Sanga and Aziakpono (2023) are on finance led by FinTech, whereas Ramachandran and Chandramohan (2023) are interested in institutional barriers that informal MSMEs have to overcome. All in all, this table exhibits the multi-dimensional aspect of NBFCs in changing SME financing ecosystems.
[bookmark: _Toc220617695]Table 2: Citation Summary Table
	S. No
	Title 
	Authors
	Source Title
	Publication Year
	Average per Year
	Total Citations

	1
	Perceived Risk and External Finance Usage in Small‑ and Medium‑Sized Enterprises
	Adam, N. A.
	Journal of Risk and Financial Management
	2024
	1.5
	3

	2
	Between Risk and Growth: Challenges in SME Financing for Omani Lenders
	Al Balushi, S. O. A. R. A. & Krishnamurthy, J.
	International Journal of Research in Entrepreneurship & Business Studies
	2025
	2
	–

	3
	Accessing Alternative Finance in Europe: The Role of SMEs, Innovation, and Digital Platforms
	Laso, J. M., Moya‑Clemente, I. & Giner, G. R.
	Journal of Risk and Financial Management
	2025
	–
	–

	4
	FinTech and SMEs financing: a Systematic Literature Review and Bibliometric Analysis
	Sanga, B. & Aziakpono, M.
	Digital Business
	2023
	0.7
	2 

	5
	Research on the Financing Problems and Solutions of Small and Medium‑Sized Enterprises
	Yang, Z.
	Advances in Economics, Management and Political Sciences
	2024
	–
	–

	6
	Impact of Efficiency on Voluntary Disclosure of Non‑Banking Financial Company—Microfinance Institutions in India
	Sharma, A. & Rastogi, S.
	Journal of Risk and Financial Management
	2021
	2
	8 

	7
	Financial development, legal systems and SME finance: Cross‑country evidence
	Wang, H., Xiang, X. & Han, L.
	International Review of Economics & Finance
	2023
	1.0
	2 

	8
	The non‑bank lending channel: an important substitute for SME bank debt
	McGeown, E., Power, B. & Shinnick, E.
	International Journal of Entrepreneurial Behaviour & Research
	2025
	–
	–

	9
	Crowdfunding and entrepreneurial/SME finance: regulatory framework for financial inclusion
	Ahmed, H.
	Journal of Banking Regulation
	2025
	–
	

	10
	Problems in availing Institutional Finance by Informal MSMEs in India…
	Ramachandran, S. & Chandramohan, B. P.
	The Indian Economic Journal
	2023
	–
	–


[bookmark: _heading=h.re44jwslpa4w]
Table 2 assesses the performance in citation of the reviewed studies, as these are scholarly and mature. The highest number of citations is noted by Sharma and Rastogi (2021) as the source demonstrates active academic interest in the topic of NBFC efficiency and disclosure. Adam (2024) and Wang et al. (2023) demonstrate a moderate level of citation activity, which is indicative of an increase in the relevance. The latest works, such as Al Balushi and Krishnamurthy (2025) and McGeown et al. (2025), have fewer references as a result of recency. The table differentiates the basic recommendations with emerging research that influences SME and NBFC literature.
[bookmark: _Toc220617696]Table 3: Key Characteristics investigated
	Source
	Key Characteristics 

	[2]
	SME finance

	[4]
	MSME finance

	[34]
	Alternative finance and digital lending platforms

	[46]
	Market-based finance and FinTech

	[55]
	Access and affordability of finance

	[48]
	Financial inclusion

	[51]
	SME finance

	[39]
	Capital flows and non-bank lending

	[3]
	Financial efficiency and regulation

	[44]
	Financial inclusion


Table 3 determines the key features, which are analysed in the literature reviewed, and it is possible to note that the focus on SME finance and financial inclusion prevails. Several researches are cantered on access to finance and affordability and institutional lending impediments. Alternative finance, FinTech platforms, and market-based finance are the emerging themes as complementary, with an emphasis on solutions based on innovation. The repetitive theme of financial inclusion refers to the strategic importance of NBFCs in filling underserved groups. All in all, the table indicates congruency in institutional finance mechanisms and developmental goals geared towards improving SME sustainability and growth.
[bookmark: _Toc220617697]Table 4: Geographical contexts investigated
	Country
	Number of Identified Studies
	Exemplary Studies

	United Kingdom / Europe
	3
	[34], [39],[51]

	India
	3
	[48], [44], [55]

	Oman
	1
	[4]

	China
	1
	[55]

	Africa (multi-country)
	1
	[46]

	Global / Regulatory Perspective
	1
	[3]



[bookmark: _heading=h.v7439l3l0fig]Table 4 shows how the studies are geographically distributed in the global SME finance literature and this indicates that developed economies and emerging economies are fairly represented. The United Kingdom and Europe are prevalent with representable mature non-bank lending markets. Having a fast-growing financial system, India and China can give their insight, and Oman and Africa can be seen as having region-specific perspectives. Comparative knowledge is widened through global and regulation-oriented research. This allocation indicates institutional variations among contexts, regulations, and the functions of NBFC and supports the significance of geography in the development of the SME structure of financing. 
[bookmark: _Toc220617698]Table 5: Industry contexts investigated
	Industry
	Number of Identified Studies
	Exemplary Studies

	Financial Services / Lending Institutions
	4
	[48],[39],[3], [4]

	Small and Medium-Sized Enterprises (SMEs/MSMEs)
	5
	[2], [55],[44], [51], [34]

	FinTech / Digital Platforms
	2
	[46],[34]

	Microfinance / Financial Inclusion
	2
	[48],[44]

	Regulatory / Policy Environment
	2
	[3],[51]

	Financial Services / Lending Institutions
	4
	[48],[39],[3], [4]

	Small and Medium-Sized Enterprises (SMEs/MSMEs)
	5
	[2], [55],[44], [51], [34]

	FinTech / Digital Platforms
	2
	[46],[34]

	Microfinance / Financial Inclusion
	2
	[48],[44]


Table 5 classifies the industry settings covered in the global literature indicating massive focus on SMEs and financial services providers. These non-bank lenders, financial intermediaries, and NBFCs are often studied in conjunction with the challenges of SME financing. The supporting contexts seem to be FinTech platforms, microfinance institutions, and regulatory environments based on innovation and policy influences. The table highlights the interrelationships of institutional lending, growth of technology, and regulation. On the whole, it shows the functioning of NBFCs in the complicated industry ecosystems that contribute to the development of SME businesses.
[bookmark: _Toc220617699]Table 6: Notable key theories investigated
	Source
	Theoretical Lens

	[2]
	Perceived Risk Theory, Life-Cycle Theory of Firms

	[4]
	Risk–Return Trade-off Theory, Credit Risk Theory

	[34]
	Financial Innovation Theory, Disintermediation Theory

	[46]
	Financial Intermediation Theory, Innovation Diffusion Theory

	[55]
	Information Asymmetry Theory, Credit Rationing Theory

	[48]
	Agency Theory, Transparency and Disclosure Theory

	[51]
	Institutional Theory, Law and Finance Theory

	[39]
	Financial Intermediation Theory, Substitution Theory

	[3]
	Regulatory Theory, Financial Inclusion Theory

	[44]
	Financial Inclusion Theory; Institutional Barriers Theory


The studies from the above table 6 is based on financial inclusion, NBFCs, and digital finance through employing a diverse theoretical framework to evaluate the key factors of the modern-day financing. Risk and information management theories puts emphasis on addressing the lending barriers while enhancing the trust of online platforms, like Agency and Asymmetry theory determines the way fintech addresses lending barriers. Risk-Return Trade-off theories and Financial Intermediation theories posits an analysis to the shift regarding digital marketplaces and adoption of newly enhanced technologies. The Institutional theory and Innovation Diffusion Theory evaluates an examining pact regarding technology impacts due to the regulatory evaluation regarding the inclusive finance. 
[bookmark: _Toc220617700]Table 7: Methodologies investigated
	Methodology
	Number of Identified Studies
	Exemplary Studies

	Quantitative empirical analysis
	3
	[2], [48], [51]

	Qualitative / conceptual analysis
	3
	[4], [55], [3]

	Systematic literature review / bibliometric analysis
	1
	[46]

	Cross-country comparative study
	1
	[51]

	Policy / industry case-based analysis
	2
	[34], [44]

	Quantitative empirical analysis
	3
	[2], [48], [51]

	Qualitative / conceptual analysis
	3
	[4], [55], [3]

	Systematic literature review / bibliometric analysis
	1
	[46]

	Cross-country comparative study
	1
	[51]

	Policy / industry case-based analysis
	2
	[34], [44]

	Quantitative empirical analysis
	3
	[2], [48], [51]


The methodological context emphasised from the above Table 7 identified a balanced analysis of qualitative and conceptual methodologies and Quantitative empirical methods accounted for only three identified studies. Moreover, the foundational approaches exemplified the use of methodologies, like theoretical framework evaluation and statistical validation in building the methodology. Other than that, the inclusion of policy/industry case-based analysis with 2 studies suggesting the emphasis on practical approaches into a real-world application within the industry of banking and finance. Cross-country comparison studies and Systematic Literature Reviews place the emphasis of finance and banking sectors global wider structural contexts. 
[bookmark: _Toc220617701]3.3.2 Thematic Analysis
[bookmark: _Toc220617702]3.3.2.1 Information Asymmetry and Risk of Assessing Credit Capabilities
Among the themes that have come out strongly is the problem of asymmetrical information between the SMEs and the NBFCs, which predisposes the lending risk. The reviewed articles have revealed that SMEs usually do not have reliable, transparent, and standard financial messages, and it is hard to determine the creditworthiness of these companies (Yang, 2024; Wang et al., 2023; Ramachandran and Chandramohan, 2023; Al Balushi and Krishnamurthy, 2025).
Yang (2024) has identified asymmetric market information with internal management deficiency as a key barrier. The author notes that such deficiencies create a substantial risk when NBFCs attempt to evaluate the reliability of the borrower. Similarly, Wang et al. (2023) have also observed that information opacity of SMEs increases the monitoring cost for NBFCs, which increases the overall risk of lending and cost.
This challenge is exacerbated by the absence of a proper risk assessment. Yang (2024) also emphasised that there is a lack of an effective guarantee mechanism or a risk evaluation framework, which has limited the ability of NBFCs to mitigate any uncertainty. It is also reinforced by Ramachandran and Chandramohan (2023), who have observed that NBFCSs have often relied upon traditional evaluation methods, which are used if an SME is operating in a semi-formal or informal context. This leads to potentially viable enterprises being excluded from financing, while an approved borrower could still present an elevated default risk because of incomplete or inaccurate information.
Additionally, there is a high level of informality amongst SMEs, which intensifies the risk of information as they are unregistered and do not operate in a regulatory framework, which restricts access to any verifiable data and undermines the due diligence process (Ramachandran and Chandramohan, 2023).
[bookmark: _Toc220617703]3.3.2.2 Default Exposure and constraints in collaterals
The second theme is related to inadequate collateral, which increases default and intensifies NBFCs' exposure while lending to SMEs. In the event that SMEs possess asset entities that are poor and have limited access to collateralizable resources, thus risk mitigation is difficult to achieve (Yang, 2024; Wang et al., 2023; Ramachandran and Chandramohan, 2023; Al Balushi and Krishnamurthy, 2025).
Yang (2024) has highlighted that if there is limited collateral availability, it creates obstacles in SME financing. This is because the absence of a tangible security increases lenders' vulnerability if the borrowers default. Similar arguments by Wang et al. (2023) highlight the present scarcity of collateral assets because of which NBFCs heavily rely on limited information or conservative practices, leading to high financing costs or exclusion of SMEs.
If the collateral is inadequate, it is also linked with high perceived and actual risk of default. Al Balushi and Krishnamurthy (2025) found that erratic cash flow, weak business model and insufficient collateral lead to a high perception of SME loans as they are treated as a high-risk asset. This complicates the abilities of NBFCs to lend or results in very tight documentation and repayment requirements.
This is also contributed by the inability to recover loans, as pointed out in Ramachandran and Chandramohan (2023), because loan recovery arrangements are generally poor in case SMEs cannot offer sufficient security and augment the loss-given-default. The recovery challenges are also compounded because of the informal nature of SMEs, which limits legal enforceability and asset tracing. Laso et al. (2025) have added to this while highlighting delayed investment returns and prolonged repayment periods in a high-risk sector or innovative sector, increasing uncertainty for lenders.
[bookmark: _Toc220617704]3.3.2.3 Regulatory, Structural and funding vulnerabilities
Third themes rely upon institutional and structural risks faced by NBFCS, especially regulatory, systemic and funding models (McGeown et al., 2025; Sharma and Rastogi, 2021). Regulatory and compliance insufficiencies are a significant challenge posed by Sharma and Rastogi (2021), who have highlighted that NBFCs are going through evolving regulations, compliances, policies, disclosure requirements, norms and governance standards, which increases the operational complexity and cost of compliance. There is high capital inadequacy and transparency requirements, especially in the financial sector, which restricts the NBFCs' flexibility in extending SME credit and increases risk sensitivity.
Furthermore, liquidity and funding risks also constrain the lending capability. McGeown et al. (2025) have emphasised the fact that non-bank lenders are heavily relying upon market borrowings or refinancing. This leads to Restricted monetary conditions, disruptions or geopolitical instability impairing NBFCS's ability to mobilise the funds for SME lending. There is a high dependence, which exposes NTFCs to refinancing risk and sudden liquidity shortages even if the SME credit demand is strong.
The capital market has its own imperfections, which limit the flow of resources for non-banking lenders. This indirectly constrains SMEs' access to financing (McGeown et al., 2025). Small firms are often the primary beneficiaries of NBFC financing, and they face an increased vulnerability if the non-bank debts substitute traditional bank lending, as it transfers risk from the banking sector to the NBFC balance sheet. 
[bookmark: _Toc220617705]3.3.2.4 Behavioural, technological and Sustainability Risks
Online new products and other methods of finance have made access more accessible, but at the cost of new risks (Ahmed, 2025; Adam, 2024; Sanga and Aziakpono, 2023). Ahmed (2025) has highlighted operational risks related to digital technologies, such as data security vulnerabilities, cyber threats and failure of the platform. NBFCs are engaging in a crowdfunding platform or a fintech-enabled lending, which increases the risks of fraud, limited transparency and uncertainty in regulations, undermining the financial stability and consumer protection. Similarly, Sanga and Aziakpono (2023) have noted that Fintech services reduce information asymmetry and transaction costs, but there is limited digital access, and the need for heavy reliance on smartphones could exclude small SMEs.
This is further complicated by behavioural factors highlighted by Adam (2024). SMEs have often lacked an adequate understanding of financing projects or perceived external financing as risky. Such psychological risk perception influences SMEs' financing decisions and leads to a suboptimal borrowing behaviour, disengagement from the formal finance system and delayed repayment, which increases uncertainty for NBFCs.

Additionally, Sharma and Rastogi (2021) have identified sustainability concerns because of structural tensions between financial sustainability and outreach to high-risk or underserved SME segments. NBFCSs seeking expansion often face pressures on profitability or asset quality, especially while lending to an early-stage enterprise, as is evident for MFIs leading SME lending.
[bookmark: _Toc220617706]3.4 RQ4
[bookmark: _Toc220617707]3.4.1 Numerical Analysis
[bookmark: _Toc220617708]Table 1: Summary Table
	S. No
	Publisher
	Publication Year
	Author(s)
	Article Title
	Key Factor(s)
	Theoretical Lens
	Methodology
	Key Theme(s)
	Geographical
Context

	1
	Ethiopian Journal of Business and Economics
	2024
	Ghebremicael, A.T. & Hailu, A.G.
	Financial and Non-Financial Growth of MSEs: The Role of Microfinance in Aksum Town
	MSE growth, financial and non-financial performance
	Resource-Based View (implied)
	Survey-based quantitative analysis; regression
	MSME finance, Microfinance impact
	Ethiopia

	2
	Phoenix: International Multidisciplinary Research Journal
	2025
	Bhise, D.H. & Srinivas, V.
	Evaluating the Effectiveness of Microcredit Practices by Small Finance Banks: A Performance-Based Study of MSEs
	Microcredit impact on SME performance
	Microfinance theory
	Mixed-method (survey + interviews), quantitative performance analysis
	Microcredit, SME performance
	India

	3
	International Journal of Research and Innovation in Social Science (IJRISS)
	2024
	Dominic, I.A. & Onuh, M.A.
	Assessing the Impact of Nirsal Microfinance Bank Facility on SMEs in Lokoja LGA
	Microfinance facility impact
	Financial Inclusion Theory
	Survey and statistical hypothesis testing
	MSME finance, Access to credit
	Nigeria

	4
	Journal publication (JIMKES?)
	2025
	Wediawati, B. et al.
	The Impact of Entrepreneurial, Financial, and Digital Literacy on MSME Performance
	MSME performance, literacy impact
	Human Capital Theory
	Survey-based quantitative study; SEM/regression
	SME financial performance, literacy
	Indonesia

	5
	Wiga: Jurnal Penelitian Ilmu Ekonomi
	2024
	Wirawan, R.
	The Impact of Microfinance on the Income of MSEs in Indonesia
	MSE income, microfinance effects
	Financial Inclusion Theory
	Empirical sectoral quantitative analysis
	Microfinance, SME income
	Indonesia

	6
	In Microfinance to Combat Global Recession and Social Exclusion: An Empirical Investigation
	2022
	Dandapat, A. & Das, P.
	Role of Microfinance to Promote the Growth of Unorganized Manufacturing Enterprises in India
	Microfinance-driven growth
	Development Finance Theory
	Empirical analysis of firm-level data
	Microfinance, SME growth
	India

	7
	International Journal of HRM and Organizational Behavior
	2025
	Lokesh, S. & Lalitha, K.
	Financial Performance of Non-Banking Finance Companies (NBFCs): Muthoot Finance
	NBFC financial performance
	Financial Performance Theory
	Firm-level financial ratio analysis
	NBFC performance, SME finance
	India

	8
	Future Business Journal
	2023
	Lwesya, F. & Mwakalobo, A.B.S.
	Frontiers in Microfinance Research for SMEs and MFIs: A Bibliometric Analysis
	Literature trends in SME finance
	N/A (bibliometric)
	Bibliometric / secondary review
	Microfinance, SME research trends
	Global

	9
	Advancement in Management and Technology (AMT)
	2024
	Chaudhury, P. & Sana, A.K.
	Measuring Financial Performance of NBFCs: Evidence from Select BSE-Listed NBFCs in India
	NBFC financial performance
	Financial Performance Theory
	Panel data regression, secondary annual report data
	NBFC performance, SME finance
	India

	10
	March Through Search (ebook)
	2024
	Jana, P.
	Impact of Non-Banking Financial Companies (NBFC's) on the Indian Economy
	NBFC roles and challenges
	Conceptual
	Literature synthesis / conceptual discussion
	NBFCs, SME support
	India



Table 1 places an emphasis on the global research effort with a focus on the intersection of both the MSME finance and institutional performance. Other than that, the key contributors are the authors puts an emphasis on the utilisation of Financial Inclusion and Human Capital theories in order to measure growth across Ethiopia, Indonesia, and Nigeria within the NBFCs. Moreover, Indian based studies have dominated the NBFC performance narratively by emphasising the use of panel data. The use of quantitative surveys and regression analysis identifies that the literature, with the help of theoretical frameworks, bridges gaps with empirical results in order to enable credit access and literacy, considered as vital for the sustainability of the NBFCs.
[bookmark: _Toc220617709]Table 2: Citation Summary Table
	S. No
	Title 
	Authors
	Source Title
	Publication Year
	Average per Year
	Total Citations

	1
	Financial and Non‑Financial Growth of MSEs: The Role of Microfinance in Aksum Town
	Ghebremicael, A.T. & Hailu, A.G.
	Ethiopian Journal of Business and Economics
	2024
	0
	0

	2
	Evaluating the Effectiveness of Microcredit Practices by Small Finance Banks: A Performance‑Based Study of MSEs
	Bhise, D.H. & Srinivas, V.
	Phoenix: International Multidisciplinary Research Journal
	2025
	0
	0

	3
	Assessing the Impact of Nirsal Microfinance Bank Facility on SMEs in Lokoja LGA
	Dominic, I.A. & Onuh, M.A.
	International Journal of Research and Innovation in Social Science (IJRISS)
	2024
	0
	0

	4
	The Impact of Entrepreneurial, Financial, and Digital Literacy on MSME Performance
	Wediawati, B. et al.
	Journal publication (JIMKES?)
	2025
	0
	0

	5
	The Impact of Microfinance on the Income of MSEs in Indonesia
	Wirawan, R.
	Wiga: Jurnal Penelitian Ilmu Ekonomi
	2024
	0
	0

	6
	Role of Microfinance to Promote the Growth of Unorganized Manufacturing Enterprises in India
	Dandapat, A. & Das, P.
	In Microfinance to Combat Global Recession and Social Exclusion: An Empirical Investigation
	2022
	0
	0

	7
	Financial Performance of Non‑Banking Finance Companies (NBFCs): Muthoot Finance
	Lokesh, S. & Lalitha, K.
	International Journal of HRM and Organizational Behavior
	2025
	0
	0

	8
	Frontiers in Microfinance Research for SMEs and MFIs: A Bibliometric Analysis
	Lwesya, F. & Mwakalobo, A.B.S.
	Future Business Journal
	2023
	3–5
	17–25 

	9
	Measuring Financial Performance of NBFCs: Evidence from Select BSE‑Listed NBFCs in India
	Chaudhury, P. & Sana, A.K.
	Advancement in Management and Technology (AMT)
	2024
	0
	0

	10
	Impact of Non‑Banking Financial Companies (NBFC's) on the Indian Economy
	Jana, P.
	March Through Search (ebook)
	2024
	0
	0



The table 2 reflects citation data with a collection of research published between 2022 to 2025. Moreover, most of the studies has identified with zero times cited by others, for the newly published literature from journal, like the International Journal of Research and Innovation and the Ethiopian Journal of Business and Economics. The Bibliometric analysis presented by the Lwesya and Mwakalobo published within the aspects of Future Research Journal has integrated citation for almost 17 to 25 times. This has identified that the literature reviews and overview of the study provide an immediate impact with respect to regions, such as Indonesia, India, and Ethiopia. The table identified a collective evaluation of evidences with a focus on MSE growth and NBFC performance impacting metrics has been cited or indexed by peers.
[bookmark: _heading=h.uku5qupa9v0n][bookmark: _Toc220617710]Table 3: Key Characteristics investigated
	Source
	Key Characteristics 

	[23]
	Microfinance Impact

	[10]
	Credit Effectiveness

	[18]
	Loan Evaluation

	[52]
	Literacy Influence

	[53]
	Income Impact

	[16]
	Growth Promotion

	[35]
	NBFC Performance

	[36]
	Bibliometric Analysis

	[13]
	NBFC Evaluation

	[26]
	Survey


The analysis of the above table 3 indicated a strong focus on the evaluation and functional impact with respect to the financial services within the small sized organisations. Some studies have specifically centred their context around credit effectiveness and micro-finance directly influencing the MSME growth and income. Some studies have explicitly emphasised wider and performance-based economic contributions within the NBFCs. Other than that, the inclusion of bibliometric analysis and literacy influence has been identifying an interest with respect to the drivers of financial success within the globalised research process. Other than that, this characterises the investigation of funding regarding an institutional support emphasising the user capability in driving the economic performances. 
[bookmark: _Toc220617711]Table 4: Geographical contexts investigated
	Country
	Number of Identified Studies
	Exemplary Studies

	India
	4
	[10], [16], [35], [13]

	Ethiopia
	1
	[23]

	Nigeria
	1
	[18]

	Indonesia
	2
	[52], [53]

	Global / Not country-specific
	2
	[26]

	
	
	


Table 4 enables a geographical focus of the research is heavily concentrated in developing economies, with India emerging as the primary hub with 4 studies. Other than that, Researchers, like Bhise, Srinivas, Chaudhury and Sana driven this trend by emphasising the Indian NBFCs and manufacturing. Indonesia has also enabled a follow-up with two studies, whereas Ethiopia and Nigeria provided specific African contexts through the work of some authors. Moreover, the remaining studies have taken a Global or non-country-specific approach. This is followed by suggesting that while local case studies dominate, an evaluation of a secondary effort for synthesising broader industry trends can be effective.
[bookmark: _Toc220617712]Table 5: Industry contexts investigated
	Industry
	Number of Identified Studies
	Exemplary Studies

	Financial Services / Lending Institutions
	4
	[16],[36],[13], [10]

	Small and Medium-Sized Enterprises (SMEs/MSMEs)
	5
	[23], [53],[26], [35], [18]

	FinTech / Digital Platforms
	2
	[52],[18]

	Microfinance / Financial Inclusion
	2
	[16],[26]

	Regulatory / Policy Environment
	2
	[13],[35]

	Financial Services / Lending Institutions
	4
	[16],[36],[13], [10]

	Small and Medium-Sized Enterprises (SMEs/MSMEs)
	5
	[23], [53],[26], [35], [18]

	FinTech / Digital Platforms
	2
	[52],[18]

	Microfinance / Financial Inclusion
	2
	[16],[26]


[bookmark: _heading=h.hy4t47q0sdvk]From Table 5, the industry landscape is primarily viewed as a Small and Medium-Sized Enterprises, subject to five identified studies. Moreover, the focus, highlighted by researchers like Wirawan and Ghebremicael & Hailu, has evaluated the critical link between financing for enabling growth in small businesses. Other than that, Financial Services and Lending Institutions closely evaluated to identify four studies, determining the emphasis on the supply side of credit in the case of credit-providing entities, like the NBFCs. It has also been identified that the emerging sectors, like FinTech/Digital Platforms and Microfinance, represented a shift toward technology-driven inclusion.
[bookmark: _Toc220617713]Table 6: Notable key theories investigated
	Source
	Theoretical Lens

	[23]
	Resource-Based View (MSE growth)

	[10]
	Microfinance Theory

	[18]
	Financial Inclusion Theory

	[52]
	Human Capital Theory

	[53]
	Financial Inclusion Theory

	[16]
	Development Finance Theory

	[35]
	Financial Performance Theory

	[36]
	Bibliometric review)

	[13]
	Financial Performance Theory

	[26]
	None


From table 6, the research has identified a diverse set of theoretical lenses, indicating that Financial Performance Theory and Financial Inclusion Theory are effective for evaluating MSE impact and also with the NBFC metrics. Specialist perspectives presented from theories, like the Resource-Based View and Human Capital Theory, help in evaluating an in-depth analysis regarding a singular study. Other than that, the traditional Microfinance and Development Finance theories have been considered relevant in emerging economies, identified through the evaluation of bibliometric reviews. This suggests a move toward synthesising a varied approach in a more cohesive discourse of academia.
[bookmark: _Toc220617714]Table 7: Methodologies investigated
	Methodology
	Number of Identified Studies
	Exemplary Studies

	Survey-based quantitative
	6
	[23], [18], [52], [53], [36], [26]

	Mixed-method (survey + interviews)
	1
	[10]

	Panel data / secondary financial analysis
	2
	[35], [13]

	Empirical analysis (book chapter / firm-level data)
	1
	[16]

	Survey-based quantitative
	4
	[23], [18], [52], [53]

	Mixed-method (survey and interviews)
	1
	[10]

	Panel data 
	2
	[35], [13]

	Empirical analysis (book chapter / firm-level data)
	1
	[16]

	
	
	


Table 7 emphasised that the inclusion of the methodological landscape dominated by survey-based quantitative research was proportionately utilised within six studies in order to capture the primary data from entrepreneurs and MSEs. Several authors determine a reliance on this approach in order to measure the impact of literacy. The panel data and secondary financial analysis included 2 studies that emphasised an evaluation of rigorous institutional aspects for the NBFCs. Other than that, Mixed-methods and Empirical methods utilised within the research offered deeper qualitative insights at the organisational levels. This also determines the reliance on self-reported insights, with financial inclusion impacted through the long-term financial metrics.
[bookmark: _Toc220617715]3.4.2 Thematic Analysis
These studies have revealed four interrelated themes which have captured how accessing finance sector dynamics and complementary non-financial services collectively shape SME performance.
[bookmark: _Toc220617716]3.4.2.1 Access to Finances
Limited access to institutional credits has been consistently defined as a structural constraint for the survival and performance of SMEs, especially in micro and unorganised enterprises. Research on Indian SMEs has indicated that a small proportion of unorganised manufacturing enterprises (UMEs) can access formal finance, with 6% having received loans in 2010-2011 and a marginal 8% increase in 2015-2016 (Dandapat and Das, 2022). This was because of exclusion towards low fixed asset bases and limited productivity, which reduced the attractiveness of UMEs to formal banks. Many of these UMEs are part of SMEs, and because of this limited attractiveness, SMEs rely upon an informal financial market characterised by a high interest rate and exploitative lending practices, which impacts enterprise sustainability.
NBFCs or microfinance institutions have partially addressed this gap and extended credit to enterprises that lack traditional collateral or credit histories. In many contexts, access to NBFC finance is linked with improved enterprise-level outcomes. Enterprises are receiving loans which reflect a high per-enterprise employment level as compared to those without access to finance, which suggests a positive relationship between credit access and operational capacity (Dandapat and Das, 2022). Similarly, Dominic and Onuh (2024) have observed in Nigeria that microfinance bank interventions lead to increased income generation and employment creation in SMEs, which has reimposed the role of an alternative financial institution to support firms' survival.
Nevertheless, the results have also indicated that the availability of finance will not be a sustainably developed growth factor. The rationale behind this is that the decline in per-enterprise employment with time among those receiving the loans has indicated that although finance will help to sustain them, a wide-scale structural or market problem may limit an extended growth (Dandapat and Das, 2022).
[bookmark: _Toc220617717]3.4.2.2 Sectoral Impact on Growth
The results have also continuously revealed that the NBFC financing does not vary evenly across industries, but is determined by a sector-specific feature such as production cycle or asset structure. In Indonesia, NBFC funding has indicated that there has been statistically significant positive effect on income generation in the textile sector (KBLI 13), and the same is not true in other sectors (Wirawan, 2024). Textile industry depends on the flexible working capital, a fast production cycle and technological upgrade, which are highly compatible with NBFC financial products such as machine releasing or factoring. This type of financing mechanism has helped the firms to react fast to the changing fashions and market demand, which enhance competitiveness and expansion (Wirawan, 2024).
Sector concentration of credit is also witnessed in India. Textiles, wearing apparel, and food products have accounted for 55% of the loans across 25 industrial activities (Dandapat and Das, 2022). The concentration has suggested that NBFCS and other financial institutions have preferentially allocated the resources to sectors which have established market links and a predictable cash flow. Contrastingly, many high-growth potential industries like pharmaceuticals, motor vehicles or electrical equipment have remained underfunded despite strong connections to a broad economic development (Dandapat and Das, 2022). The findings have reflected that the interventions could significantly drive SME growth if the financial products are aligned with the needs of the sector.
[bookmark: _Toc220617718]3.4.2.3 Credit Plus Services and complementary role
The third theme is the importance of credit services such as the non-financial support mechanisms, which enhance the performance of the SME in regards to long-term growth. These services may include advisory assistance, training, financial, education or operational assistance.
Bhise and Srinivas (2025) indicated that micro and small enterprises adopted the credit services massively with 75% of the sampled firms availing the credit services such as microcredit services provided by the small finance banks. Their regression analysis has shown that the influence of the services on perceived enterprise performance is found to have stronger effect despite the fact that the immediate influence of microcredit on the operational efficiency is statistically insignificant. This reflects that financial capital is effective if it is combined with knowledge-based intervention.
Similar conclusions are also drawn from the evidence of studies conducted in Nigeria and Ethiopia, where microfinance institutions have contributed to financial and non-financial growth as they support technological adoption, productivity improvement and managerial practices (Ghebremicael and Hailu, 2024; Dominic and Onuh, 2024). Such integrated interventions have improved enterprise survival as they strengthen internal capabilities and not only address liquidity constraints.
Dominic and Onuh (2024) highlighted that microfinance banks' intervention positively impacts the SMEs as they improve the performance by increasing employment generation and income creation. This, in addition to non-financial services, is linked with improved survival because it develops the overall Portfolio for SMEs. For example, committing to financial education helps SME owners manage their finances effectively, which leads to growth.
Although findings have also identified gaps in inclusivity and outreach, where 25% of the enterprises have not engaged with CreditPlus services. This highlighted a need for targeted and sector-sensitive program design (Bhise and Srinivas, 2025).
[bookmark: _Toc220617719]3.4.2.4 Capability, Literacy and Sustainability
The findings have indicated that microfinance is a critical moderating factor which enables SMEs to translate knowledge into a tangible performance outcome (Wediawati et al., 2025). The entrepreneurial literacy equips the business owners with opportunity recognition and risk management skills, but with no access to finance, such competencies could be underutilised. NBFC interventions help in bridging the gap by providing the necessary capital for operationalising strategic decisions (Wediawati et al., 2025).
Similarly, financial literacy also reflects an improved effectiveness if it is supported by microfinance. SMS with access to NBFC funding are positioned for application of financial management skills like cash flow planning and investment decision making. Additionally, access to finance facilities and digital adoption allows SMEs to invest in technologies which improve operational efficiency and market access (Wediawati et al., 2025).
The long-term implications of the interactions have revealed that NBC-supported capability development improves survival rate, competitiveness and productivity in diverse contexts (Ghebremicael and Hailu, 2024; Wirawan, 2024).
[bookmark: _Toc220617720]Chapter 4 Discussions
[bookmark: _Toc220617721]4.1 Key Findings
[bookmark: _Toc220617722]4.1.1 RQ1 
The study appears to approve the critical role of NBFCs and NBFIs in financing SMEs consistently, but subtle disparities are noticed in terms of focus efforts and efficacy. Khowaja et al. (2021) show that NBFCs are lending to poorly served SMEs, especially in areas with poor penetration by traditional banks or riskiness. On the same note, Moro and Schiavone (2022) and McGeown et al. (2025) also point out that, in the case of bank credit constraints, non-bank institutions will adopt flexible lending structures and relationship-focused models, which will enable SMEs to obtain term loans, working capital and structured products. The two kinds of studies concur that NBFCs are important alternative financial intermediaries, which fill the lapses created by traditional banks, but the former studies pay more attention to the developmental and economic growth aspects, whilst the latter have put the opportunity in the practical substitution of bank credit in restrictive regulatory or risk environments. 
There is another difference in the discourse of financial inclusion. Ashley et al. (2023) and Chavan and Kamra (2024) concentrate on the accessibility-based NBFC services, in which locally customised products, repayment flexibility, and low documentation include the inclusion of the rural and marginalised SME into the formal financial system. Other similar influences are the inclusion effect, which is emphasised by Khowaja et al. (2021), but the inclusion effect of the study is more macroeconomic, related to the access to a larger financial depth and capital formation. Bhattacharya and Bhattacharya (2023) build on this argument by adding that NBFCs made interventions during crises, like COVID-19, and this fact makes their work socially and developmentally acceptable. The bigger and more considerable thing is that the inclusivity is being made in different ways by both parties: in one way there is the structural impact of NBFC coverage, and in the other way there is the relational and service-oriented phenomenon, where trust and the last-mile interaction occur.
Talking about innovation, Sharma et al. (2023) and Ahmed (2025) refer to the usage of FinTech and crowdfunding platforms as the revolutionary tool that lessens the obstacles to the credit and democratises financing of SMEs, and McGarrell et al. (2024) focus on the effectiveness of digital lending and the enhanced degree of risk analysis. Both strategies put emphasis on innovation, but the NBFC's strength is technological scalability or cultural and relational resonance. The problem of governance and risk remains a matter of concern: Lokesh and Lalitha (2025) and Chaudhury and Sana (2024) feel that the financially sound and diversified NBFCs may serve the SMEs in sustainable ways, yet Ramjaneyulu and Srikanth (2021) think that the volatility and systemic risk are going to increase. According to Sharma and Rastogi (2021) and Shukla and Singh (2022), transparency, educating borrowers, and non-financial assistance are the keys to reducing information asymmetry, meaning the effectiveness of NBFCs is the coordination of effective governance, innovation, and relationships.
[bookmark: _Toc220617723]4.1.2 RQ2 
The comparison of NBFC and the traditional banking practice highlights both the flexibility in the operations and the vulnerability of the system. Lokesh and Lalitha (2025) also stress that NBFCs use relationship-based and cash-flow-based analysis, which provides them with the opportunity to credit SMEs and low-income borrowers who are frequently turned down by bank credits because of their strict requirements on collateral and high-risk models. The study also criticises NBFCs' models that are digital and fintech-enabled. According to Chakroborty (2023), AI-based credit scoring, computer-based underwriting, and digital onboarding are a few of the mechanisms that enhance turnaround time, efficiency, and customisation of the product. 
Panda (2023) and Javadekar and Bhardwaj (2024), however, state that the previous study can increase the information asymmetry, particularly in the framework of the co-lending scheme and that excessive use of bank-funded NBFCs can inspire systemic risk. Khatri and Modi (2022) confirm empirically that the stress of the post-COVID period has shown the vulnerability of a data-intensive portfolio and the viability of an entirely digital model. According to Bhandari and Pradeep (2022), poor regulatory control of alternative credit assessment enhances the problem of bad governance and mispriced credit. Chakroborty (2023), specialised and segmented NBFC lending makes it possible to offer credit products that are tailor-made to SMEs, self-employed and borrowers in the informal sector. Nevertheless, Yi et al. (2023) and Chhabra et al. (2023) caution that the concentration of the niche compounds the adverse selection and correlated risks more, rather than mitigating them, particularly when the economy is in a downturn period.
Moreover, technological and data-driven methods of NBFCs, being strongly praised in terms of efficiency, also create structural weaknesses, as observed by the study. Chakroborty (2023) focuses on the AI credit scoring and digital onboarding that helps to borrow within a minimum amount of time and personalise the product according to the demands of underserved SMEs. However, as stated by Panda (2023), relying on other data such as behavioural analytics and mobile transaction data can help to escalate the information asymmetry rather than alleviate it, particularly in co-lending when the responsibility to control transaction is watered down. Javadekar and Bhardwaj (2024) also argue that such data-based models have the propensity to prefer growth over excellence in their distribution of credit, and thus, the whole system becomes prone to failure when the NBFCs are bank-funded and loosely regulated. The NBFC is vulnerable to empirical evidence. The high delinquency was manifested by the post-COVID stress expressed through digitally aggressive portfolios by Khatri and Modi (2022). Chhabra et al. (2023) reported that sector-based lending does not consider the risks that are correlated and this increases volatility compared to banks. Bhandari and Pradeep (2022) also state that low regulatory oversight allows a lack of accountability that NBFCs face in the form of operational errors and systemic shocks.
[bookmark: _Toc220617724]4.1.3 RQ3
The authors in both streams of literature explore the NBFC risks both in contrasting but not mutually exclusive ways, as they are based on the system-level vulnerability and firm-level lending issues. They combinedly demonstrate that risks to NBFCs are never solitary, but they appear as a result of interaction between funding structure, regulation, and the nature of borrowers.
Awasthi and Shukla (2023) further contribute that the quicker growth of credit and the easy lending practices lead to the greater exposure to subprime borrowers and raise concerns about asset quality and the bad assets.
On the other hand, Yang (2024) become more focused on borrower-level and operational risks, especially those of financing SMEs. The information asymmetry, as a basic issue in their findings, can be observed continuously because SMEs do not always have transparent and standardised financial records. Further, according to Ramachandran and Chandramohan (2023), the traditional credit assessment procedures in the informal context may not only lock out potential SMEs but also aggravate the default of those approved, as they have undergone the interview.
Another area of contradiction is the collateral constraints. Al Balushi and Krishnamurthy (2025) and Yang (2024) concentrate on inappropriate collateral, unstable cash flows, and weak business models as the cause of an increased perceived risk of default and tightening the conditions of lending, whereas systemic studies emphasise the vulnerability of balance sheets. According to Ramachandran and Chandramohan (2023), the existence of these micro-level risks contributes to the weak recovery mechanisms, which leads to the escalation of the loss-given-default.
Addressing these differences, convergence can be observed in the regulatory and funding issues. Sharma and Rastogi (2021) and McGeown et al. (2025) are the ones to mention the increasing compliance costs, capital requirements, and excessive dependence on market-based financing. Also, recent risks as suggested by Ahmed (2025), and Adam (2024) expand the list of risks to reputational, technological, behavioural, and sustainability issues. In general, the authors, as a whole, show that the risks of NBFCs are not exclusively dependent on macro-financial vulnerability and micro-level complexities of SME lending, but have to be dealt with together in regulatory and operational terms.
[bookmark: _Toc220617725]4.1.4 RQ4
The concurrence of the support provided by NBFC to SMEs is a positive driver of their performance, albeit they vary in the level, permanence, and circumstances in which these benefits are realised. The difference in terms of difference is generally between the outcome-based measurement of NBFC-financing and process-based ones, which clarify the divergence in results among companies and industries.
According to Roy and Patro (2021), and Khatri and Modi (2022), NBFC support has demonstrated positive performance impacts, especially enhanced liquidity, stability in cash flows, strength in the economic shocks, and quick recovery after a crisis such as COVID-19. Roy and Patro (2021) show that the efficient NBFC-MFIs are facilitating repayment capacity and working capital management of SMEs, which implies that the efficiency of NBFC is directly associated with the financial health of SMEs. In the same vein, Khatri and Modi (2022) reveal that the recovery in the revenues and employment rates among NBFC-enabled firms was quicker than among bank-dependent ones, which supports the counter-cyclical nature of NBFCs. Such a warning is consistent with Sharma and Rastogi (2021), who state that the sustainable growth of SMEs is determined by transparency, governance, and efficiency of operations, as opposed to credit expansion itself.
These contrasts are elaborated by the thematic studies, which clarify how performance varies. Dominic and Onuh (2024) and Dandapat and Das (2022) affirm that NBFC and microfinance access increase employment and income generation, which justifies the rosy findings of Roy and Patro (2021). Nonetheless, Dandapat and Das (2022) also note that the employment per-enterprise decreases with time, by noting that finance is a means of survival rather than long-term growth.
The unequal distribution of the benefits of NBFC financing across industries, based on production cycles and asset formations, is in contrast to aggregate performance studies, in which Sectoral analyses by Wirawan (2024) can be found. To a great extent, this subtlety is missing in general impact research. Moreover, Bhise and Srinivas (2025), Wediawati et al. (2025), and Ghebremicael and Hailu (2024) are somewhat more specific since they observe the significance of credit-plus services, the development of capabilities, and financial literacy, repeating the points that Sharma and Rastogi make regarding sustainability and trust.
In general, whereas the former group of authors is concerned with what NBFC assistance accomplishes regarding the performance indicators of the SME, the latter group elaborates why the results vary, presenting sector alignment, non-financial services, and the ability of borrowers as critical factors of transforming NBFC finance to sustainable SME development.
[bookmark: _Toc220617726]Chapter 5 Conclusions
[bookmark: _Toc220617727]5.1 Summary of Findings
The meta-synthesis of the literature reviewed implies the mentioned multidimensionality of the role NBFCs undertake in SME financing, but it also shows the huge threats, constraints, and restrictions that determine their success. All in all, the studies concur that NBFCs have become very important alternative financial intermediaries, especially when the traditional banks do not have the capacity to address the SME credit requirements. The study by Moro and Schiavone (2022) and McGeown et al. (2025) proves NBFCs ensure continuity of credit and are flexible, based on their relationship and focusing in a segment, especially in times when bank credit remains tight. Their contribution to financial inclusion further increases this role, as Ashley et al. (2023) and Chavan and Kamra (2024) prove that NBFCs increase access to formal finance among underserved, rural, and informal enterprises.
Simultaneously, credit accessibility and tailorability of SME credit have been enhanced by digitalisation and lending models that use fintech, as discussed by Chakroborty (2023), Ahmed (2025), and McGarrell et al. (2024). There are authors that sound a warning. Panda (2023), Chhabra et al. (2023), and Javadekar and Bhardwaj (2024) concur that the problem of information asymmetry, inefficient credit screening, and risks of the system are ever-present since technology-based lending is focused on growth. Yang, Ramachandran and Chandramohan (2024), as well as Al Balushi and Krishnamurthy (2025), mention the lack of adequate collateral, weak recovery mechanisms, and high SME informality as intensifiers of these risks.
Significantly, the results highlight the fact that finance is not in itself a sufficient factor to guarantee sustainable performance of the SMEs. Research conducted by Bhise and Srinivas (2025), Wediawati et al. (2025), and Ghebremicael and Hailu (2024) illustrates that access to credit with premiums, financial awareness, quality of governance, and capacity building are critical in the decision on the conversion of access to finance into growth, resilience and productivity in the long term.
[bookmark: _Toc220617728]5.2 Limitation 
The study has exclusively relied upon secondary data drawn from peer-reviewed articles or institutional reports. This limits the ability to capture the real experiences and the decision-making process in the NBFCs. The study has employed a thematic synthesis, leading to subjective bias. The research risks researchers' objectivity as thematic analysis captures concepts and ideas often expressed at the surface level. Predominantly, the study has focused on emerging economies such as India, constraining the generalisability of findings to an advanced financial system.
Whether the study could be impacted by publication bias because the research has demonstrated only the positive effect of NBFC financing on SME, rather than studies which report negative outcomes, this might have led to over-representation of favourable findings relating to NBFC's effectiveness. The findings also report heterogeneous study designs, regulatory environment and economic conditions, which makes it difficult to cross-compare the SMEs in different countries.
[bookmark: _Toc220617729]5.3 Implication 
This research has extended the financial intermediation theory and demonstrated that NBFCS and NBF eyes are not only peripheral or shadow intermediate trees, but they are functional complements to a traditional bank in the financing ecosystem. The findings have added theories that challenge the bank-centric view of providing credit to SMEs by showing that relationship-based lending or alternative credit facilities can effectively bridge the structural credit gap.
The research findings have also been added to the current literature by supporting the argument that financial intermediation will be dependent upon the context, such as regulatory flexibility, institutional trust or technological adaptation. It has refined the existing theories and incorporated a non-bank institutional diversity into the SME financing framework.
Practically, the SMEs have the knowledge to understand why NBFCs are viable financing partners, especially for firms that lack collaterals or enterprise and have a rapid funding need. The research aids in informing regulatory bodies about the importance of uniform governance bodies so that SMEs can balance accessibility and capital lending with information.
For NBFCs, the study will strengthen risk management and governance. It shall help in the integration of non-financial support services, such as advisory support or financial literacy. The evidence has suggested that there are opportunities for strategic collaboration with NBFC as opposed to competition, especially through a risk-sharing mechanism or a co-lending model.
The findings hold implications to the policymakers to realise that NBFCs need to be realised as systematically necessary to SME growth. The regulatory framework must be moderate in terms of financial stability and innovation without over regulating the flows, which limits the supply of credit. This research has informed policymakers in promoting coordinated oversight in banks and NBFCs for mitigating any contagion risk.
[bookmark: _Toc220617730]5.4 Recommendations 
Future studies must focus on the application of primary data in order to understand more about the lived experiences, decision-making and risk perceptions of the SMEs and the NBFCs. Interviews, focus groups, and case studies would be among the qualitative approaches that will be used to obtain subtle views that cannot be fully portrayed using secondary data. It is also important to compare developed and developing economies in order to learn the impact of disparities in the regulatory maturity, financial institutions and institutional trust on the efficiency of NBFC financing models.
Future studies may be directed at examining particular NBFC lending models, including fintech-based NBFCs, microfinance-driven NBFCs, or joint lending arrangements with banks, to determine their appropriateness to particular SME segments, such as micro enterprises, rural firms, women-led enterprises, or digital-native SMEs. This would enable the making of more policy-relevant and focused conclusions.
Besides this, further research must focus on how NBFC financing would interrelate with non-financial support services. Making credits accessible may not ensure sustainable growth of the SMEs unless the firms are financially literate, are strategically guided and have governance skills. It would also be interesting to find out the mediation effects of advisory services, financial education, and relationship-based support in SME performance. It is also advisable that longitudinal designs should be used to determine the long-run effects of NBFC financing on SME resilience, innovation and survival through economic cycles.
[bookmark: _Toc220617731]5.5 Future Research 
Future research must conduct primary research that compares the NBFCs' models in developed versus developing economies to understand the experiences of SMEs and the NBFCs' lending. This will aid in providing a first-hand account of the challenges, risks and the benefits of such lending services. Future research can focus on explicitly examining one NBFC model for analysing whether it is effective for different segments of SMEs, such as micro, small, rural or digital native firms.
Secondly, future research is also needed on interactions between NBFC financing and non-financial support services. The research has suggested that access to credit alone will not consistently translate into sustainable performance, especially if there is low financial literacy or fund underutilisation. Thus, future research must investigate how advisory services, relationship engagement and financial education help in mediating the same outcomes.
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