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Abstract. This research investigates the strategic transformation of retail banking in small and
medium-sized banks (SMBSs) in response to the profound disruptions caused by the rapid evolution
of digital payment ecosystems. The pervasive adoption of digital payment platforms has significantly
eroded SMBs' competitive advantages in core retail banking functions, including payment clearing,
deposit retention, and customer relationship management. The imperative for transformation is
evident both theoretically and empirically, yet extant literature remains insufficient in addressing
scenario-driven, ecosystem-based transformation pathways tailored to SMBs. Through a systematic
deconstruction of the underlying disruption mechanisms, this study develops a structured three-
phase transformation framework grounded in the principles of asset-light operations, strategic
differentiation, and ecosystem symbiosis. A multi-dimensional transformation strategy is proposed,
integrating product innovation, technology-driven enablement, collaborative ecosystem partnerships,
and data-centric customer lifecycle management. Empirical validation is conducted via comparative
case studies of MYbank and Bank of Tianjin, demonstrating the operational viability and strategic
effectiveness of the proposed model. The findings underscore the necessity for SMBs to transition
toward a "scenario orchestrator" role, capitalizing on their intrinsic resource advantages while
mitigating structural constraints. Key recommendations include: (1) SMBs should accelerate the
development of embedded finance ecosystems, prioritize adaptive fintech integration, and
implement granular customer segmentation strategies; (2) Regulatory bodies should establish a
tiered policy support framework, enhance sandbox supervision mechanisms, and facilitate
interoperable data infrastructure with unified standards. Future research directions should
encompass broader cross-regional samples and employ rigorous econometric analysis to quantify
transformation drivers and performance outcomes.

Keywords: Digital payments; Small and medium-sized banks (SMBs); Retail banking transformation;
Scenario-based ecosystem.

1. Introduction

In recent years, digital payment has experienced rapid global expansion, profoundly reshaping the
financial services landscape. According to the 53rd Statistical Report on Internet Development in
China released by the China Internet Network Information Center (CNNIC), as of December 2023,
the number of online payment users in China reached 954 million, an increase of 42.43 million from
December 2022, accounting for 87.3% of the total internet user base. An iResearch report indicates
that China's third-party mobile payment transaction volume surged to 389.7 trillion yuan in 2023,
marking an 11.3% year-on-year growth. Dominating this sector, Alipay and WeChat Pay—Ileveraging
their deep integration into high-frequency scenarios such as e-commerce and social networking—
collectively command over 90% of the third-party mobile payment market share.

The rise of digital payments has imposed unprecedented challenges on the retail banking
operations of small and medium-sized banks (SMBs). Traditionally, SMBs relied on payment and
settlement services as a key revenue stream while fostering close customer relationships through these
services. However, in the digital payment era, they now face multiple dilemmas, including the erosion
of payment gateways by third-party platforms, the outflow of customer transaction data, and
intensified deposit diversion. Data reveals that from 2019 to 2023, the proportion of retail banking
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revenue among SMBs exhibited a year-on-year decline, with some regional banks experiencing a
drop of over 30% in retail payment service fee income. Meanwhile, third-party payment platforms,
armed with vast user data and cutting-edge technology, continue to expand their financial service
boundaries—extending from payments into credit, wealth management, and other sectors—further
squeezing the market space for SMBs.

Against this backdrop, the transformation of SMBs' retail banking operations has become
imperative. Theoretically, existing research on bank digital transformation predominantly focuses on
models led by large banks or fintech giants, leaving a relative scarcity of studies on differentiated,
scenario-based transformation pathways tailored for SMBs. Given their distinct resource endowments,
market positioning, and technological capabilities compared to larger banks, SMBs cannot simply
replicate the transformation strategies of their larger counterparts. Therefore, an in-depth exploration
of viable retail banking transformation pathways for SMBs will help bridge this research gap and
enrich the theoretical framework of financial institution digital transformation. From a practical
standpoint, SMBs serve as critical players in regional financial services, playing an irreplaceable role
in supporting local economic development, serving SMEs, and meeting residents' financial needs. By
developing scenario-based transformation strategies, SMBs can better integrate local resources, cater
to diversified customer demands, enhance market competitiveness, and achieve sustainable growth.
This approach not only alleviates the existential pressures currently faced by SMBs but also provides
robust support for the stability and prosperity of regional financial ecosystems.

This study centers on the transformation of SMBs' retail banking operations under the impact of
digital payments. First, it conducts a thorough analysis of the mechanisms through which digital
payments disrupt SMBs' retail banking, elucidating the pathways and extent of this impact from both
theoretical and empirical perspectives. Second, adopting an ecosystem-driven perspective, it designs
a core transformation framework for SMBs, outlining phased objectives, key implementation
priorities, and potential challenges. Building on this foundation, the study proposes a strategic toolkit
encompassing product innovation, technology enablement, ecosystem collaboration, and customer
engagement to provide actionable guidance for SMBs. Subsequently, a comparative case study of
representative banks is conducted to validate the effectiveness of the proposed transformation
framework and distill replicable best practices. Finally, the research concludes with a summary of
findings, targeted recommendations for SMBs' retail banking transformation, and a discussion on
limitations and future research directions.

2. Impact Mechanisms of Digital Payments on SMBs’ Retail Banking

Leveraging its convenience and extensive scenario coverage, digital payment has fundamentally
reshaped the financial services ecosystem, exerting a comprehensive impact on the retail operations
of small and medium-sized banks (SMBs).This disruption extends beyond mere reductions in
business scale and revenue—it strikes at the very foundation of SMBs' traditional operating
models.At the operational level, core business segments—including payment settlements, deposits,
and credit services—face severe challenges. On a deeper level, technological deficiencies, lack of
embedded scenarios, and scale disadvantages further exacerbate SMBs' vulnerability in the digital
payment revolution. A thorough analysis of these disruptive mechanisms is a prerequisite for SMBs
to explore viable transformation pathways.

2.1.Diversion of Payment and Settlement Business

In the traditional financial system, SMBs maintained a certain market share in payment and
settlement services, generating fee-based income through fund transfers, bulk payments, and
collection services. However, the rapid evolution of digital payment has fundamentally altered this
landscape. According to Analysys data, China's third-party mobile payment transaction volume
reached 480.3 trillion yuan in 2024, [1] reflecting an 18.5% year-on-year growth. Digital payment
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platforms, with their superior technology and seamless user experience, have attracted massive
adoption, significantly eroding SMBs' payment transaction volumes.

In retail payment scenarios, consumers increasingly prefer digital payment tools like WeChat Pay
and Alipay for daily purchases and e-commerce transactions. These platforms not only enable instant
settlement but also dominate omnichannel merchant coverage, creating an entrenched payment
ecosystem. Consequently, traditional payment methods—such as over-the-counter transfers and POS
transactions—have experienced marked declines, reducing SMBs' fee income. Furthermore, digital
platforms' expansion into cross-border payments, which streamline international transactions and
lower costs, poses additional competitive threats to SMBs with cross-border operations, exacerbating
the diversion of their payment settlement business.

2.2.Volatility in Deposit Operations

The rise of digital payment has reconfigured capital flow dynamics, materially impacting SMBs'
deposit businesses. On one hand, digital platforms' wealth management products (e.g., Yu'ebao-style
money market funds) have attracted substantial retail savings—which might otherwise reside in
SMBs' demand or term deposits—due to their liquidity advantages and competitive yields. Data
shows Yu'ebao's AUM reached 2.8 trillion yuan by end-2024, serving over 600 million users,
illustrating systemic deposit migration from banks to platform-linked instruments.

On the other hand, digital payment accelerates fund circulation, shortening capital retention
periods in bank accounts. Traditional settlement processes naturally created temporary deposit pools,
but real-time digital transactions minimize account dwell time, shrinking SMBs' deposit bases. This
volatility undermines funding stability, elevating liquidity costs and operational pressures for SMBs.

2.3.Erosion of Customer Resources

Digital payment platforms have cultivated robust ecosystem scenarios that permeate consumers'
daily lives, amassing vast user datasets. Leveraging big data analytics, these platforms deliver hyper-
personalized financial services and targeted marketing, capturing retail customers effectively. For
instance, Alipay and WeChat Pay transcend payments to embed lifestyle services (e.g., utility bills,
travel tickets) and credit products, fostering unparalleled user stickiness.

In contrast, SMBs struggle with monolithic service offerings and inadequate digital outreach
capabilities, failing to engage customers precisely. This gap is particularly pronounced among
younger demographics: over 70% of new digital finance users in 2024 were aged 18-35, most
preferring platform-embedded financial solutions. Such customer attrition directly constrains SMBS'
retail business scalability and long-term viability.

3. Core Pathway Design for Retail Business Transformation of Small and
Medium-Sized Banks Under the Impact of Digital Payments

Amid the wave of digital payments, small and medium-sized banks (SMBs) face unprecedented
challenges in their retail business, necessitating the exploration of transformation pathways that align
with their resource endowments and developmental needs. The transformation should adhere to three
key principles—asset-light operations, differentiated positioning, and ecosystem collaboration—to
avoid reckless investments and homogenized competition. By adopting a phased and stepwise
strategy, SMBs can achieve sustainable development in retail banking.

3.1.Principles of Transformation Pathway Design

Asset-light operations are an inevitable choice for SMBs constrained by limited capital and
technological resources. Data shows that in 2023, the average technology investment of SMBs
accounted for only 2.1% of revenue, less than 60% of that of large banks. Therefore, SMBs should
minimize heavy-asset in-house R&D and infrastructure development, opting instead for technology
outsourcing and collaborative partnerships to reduce operational costs.
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Differentiated positioning requires SMBs to leverage regional characteristics and tap into niche
market demands. For instance, Suzhou Bank focused on the local agricultural sector by developing a
"blockchain + agricultural payments"” ecosystem, successfully reducing its non-performing loan ratio
for agricultural loans to 1.0% and establishing a unique competitive edge.This demonstrates that
SMBs can build moats in specialized segments through differentiation.

Ecosystem collaboration emphasizes breaking away from isolated development models by forging
partnerships with governments, enterprises, and fintech firms. The "Harvest Alliance" initiative by
Zhejiang Rural Credit Cooperatives, in collaboration with local governments, integrated government
services with banking payment functions. By the end of 2023, it covered over 90% of villages in the
province, driving a net increase of 12 million retail customers—fully showcasing the value of
ecosystem synergy.

3.2.Three-Phase Transformation Pathway

Phase 1.0: Channel Restructuring (Replacing Physical Branch Functions)

This phase focuses on optimizing mobile banking features and deploying smart terminals to
migrate traditional branch services online. According to iResearch, SMBs with well-developed
mobile banking functionalities saw an average 40% increase in customer transaction activity. For
example, a city commercial bank upgraded its mobile banking interface with features like Al
customer service and one-click card binding, leading to a 280% surge in digital payment transactions.
Phase 2.0: Scenario Embedding (Rebuilding Local Payment Gateways)

This stage involves deep penetration into high-frequency, rigid-demand scenarios such as
government services, healthcare, and education, embedding financial services into customers’ daily
lives. Tianjin Bank partnered with the local medical insurance bureau to launch "Smart Healthcare™
contactless payments, increasing its market share in healthcare payments from 35% to 75%. [2]By
embedding such scenarios, SMBs can significantly enhance customer stickiness and transaction
frequency.

Phase 3.0: Ecosystem Openness (Monetizing Non-Interest Income)

The ultimate goal is to co-build regional financial ecosystems with technology firms and local
enterprises, driving non-interest income growth through data sharing and business collaboration.
Chongqging Three Gorges Bank partnered with a local supermarket chain to create a "Community
Payment Ecosystem," boosting its retail payment market share by 15 percentage points and increasing
non-interest income by 8%. Open ecosystems thus create new profit growth avenues for SMBs.

3.3.Key Implementation Challenges

Breaking Data Silos remains a critical obstacle. SMBs typically suffer from fragmented payment,
credit, and customer data, with a mere 28% data interoperability rate. Inconsistent data standards and
varying compliance requirements across systems exacerbate integration difficulties.

Cross-Sector Collaboration Barriers stem from misaligned stakeholder interests and a lack of trust
mechanisms. When collaborating with third parties, SMBs often face disputes over data ownership
and profit-sharing, hindering deeper and sustained partnerships.

Compliance Risk Management grows increasingly complex as business innovation introduces new
regulatory challenges. In areas like digital payments and open banking, regulatory policies often lag,
forcing SMBs to strike a delicate balance between innovation and compliance to avoid operational
risks.

4. Transformation Strategies for Retail Banking in Small and Medium-Sized
Banks Amid the Digital Payment Disruption

Against the backdrop of rapid digital payment development, small and medium-sized banks
(SMBs) face challenges such as customer attrition and revenue contraction in their retail banking
operations, necessitating systematic strategies to achieve transformation and breakthrough. This
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section proposes actionable transformation strategies from four dimensions—product innovation,
technology empowerment, ecosystem collaboration, and customer engagement—supported by real-
world case studies and data to provide SMBs with practical solutions.

4.1.Product Innovation Strategy: Developing Scenario-Based and Customized Financial
Products

SMBs must design scenario-based and customized financial products tailored to customer needs
to enhance competitiveness. In payment products, they can adopt models like Suzhou Bank’s ""SuPay
Manager,” which integrates payroll services, payment settlement, and wealth management
functionalities, boosting customer stickiness through high-frequency payment scenarios. Within two
years of launch, SuPay Manager attracted over 500,000 corporate clients and drove an increase of
more than 38 billion in personal deposits.

For credit product innovation, SMBs should focus on local industries and niche customer demands.
For instance, Taizhou Bank introduced *Merchant Cash Flow Loans" for local small business owners,
leveraging digital payment transaction data to build a credit assessment model that enables instant
loan approval, maintaining a non-performing loan (NPL) ratio below 1.2%. Additionally, scenario-
based credit products like "Education Installments” and "Medical Credit Lines" can be developed to
meet specific consumption needs.

4.2. Technology Empowerment Strategy: Enhancing Digital Capabilities and Data-Driven
Operations

Technology serves as the core driver for SMBs’ retail banking transformation. SMBs should
increase investments in big data, artificial intelligence (Al), and blockchain. According to iResearch’s
2023 China Banking Digital Transformation Report,[3] China’s banking IT expenditure reached 300
billion in 2023, a 24.6% YoY increase. Despite resource constraints, SMBs can strengthen
technological capabilities through outsourcing and collaborative development.

In data utilization, SMBs can leverage payment transaction data to build intelligent risk control
models. For example, Wenzhou Bank reduced its micro-loan NPL ratio from 2.8% to 1.5% by
analyzing customer payment behaviors. Furthermore, integrating with the central bank’s Digital
Currency Electronic Payment (DC/EP) system expands payment service boundaries. By the end of
2024, the digital yuan pilot covered 28 provinces, with transaction volume exceeding ¥8.6 trillion,
offering SMBs a competitive edge in digital payments.

4.3.Ecosystem Collaboration Strategy: Building Regional Financial Service Ecosystems

SMBs should consolidate resources through ecosystem partnerships to establish localized financial
service ecosystems. In government service collaboration, the "Harvest Alliance” model by Zhejiang
Rural Credit Cooperatives serves as a benchmark—integrating social security payments, provident
fund withdrawals, and other high-frequency government services with banking functions. By end-
2023, the alliance covered over 90% of Zhejiang’s villages, driving 12 million new retail customers.

In commercial collaboration, SMBs can embed payment solutions into local supply chains, such
as supermarkets and farmers' markets. Chongging Three Gorges Bank partnered with local retail
chains to launch a "Community Payment Ecosystem," offering exclusive discounts via its app,
increasing its regional retail payment market share by 15 percentage points. Collaborations with
fintech firms can also bridge technology gaps by adopting mature solutions.

4.4.Customer Engagement Strategy: Elevating Experience and Lifetime Value

Customer engagement is pivotal for SMBs to enhance retention and value. Incentives like
cashback rewards and point redemptions can convert payment behaviors into wealth management
opportunities. Huishang Bank’s "Pay-to-Earn Points, Points-for-Wealth™ campaign boosted wealth
management clients by 40% and assets under management (AUM) by 3.5 billion.[4]
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Simultaneously, transforming community branches into "Finance + Lifestyle™ hubs enhances
offline touchpoints. Beijing Rural Commercial Bank converted select branches into "Community
Hubs" offering utility bill payments, parcel collection, and financial literacy workshops, increasing
foot traffic by 60% and achieving over 95% customer satisfaction. Additionally, big data-driven
customer profiling enables personalized marketing, improving experience and value contribution.

5. Case Validation

5.1.Case Selection Rationale

To validate the feasibility of retail banking transformation pathways for regional banks amid
digital payment disruption, this study selects MyBank and Bank of Tianjin as representative cases.
These institutions epitomize two distinct transformation paradigms:

» MyBank exemplifies the technology-driven model, leveraging Alibaba Group’s ecosystem with
fintech as its core competitive advantage

* Bank of Tianjin represents the scenario-embedded approach, focusing on localized penetration
of high-frequency use cases (e.g., social security and healthcare services)

Their fundamental contrasts in resource endowments, strategic frameworks, and implementation
outcomes create an instructive dichotomy for deriving transformation methodologies adaptable to
heterogeneous regional banks. (Table 1)

5.2.Comparative Case Analysis
Table 1: Case Study of MyBank and Bank of Tianjin

Comparison dimension

MyBank (Tech-Native Digital Bank)

Bank of Tianjin (Scenario-Driven
Financial Services Provider)

Core strategy

Relying on the Alipay ecosystem, a
310" micro and small business loan
model has been established, achieving
precise risk control and rapid service
through big data and algorithms.[5]

Deeply focus on the local social
security and medical scenarios, build
a "smart medical insurance"
ecosystem, and enter the retail
business by targeting high-frequency
and necessary scenarios[6]

Innovative products

"310" loan (3-minute application, 1-
second disbursement, 0 manual
intervention), blockchain supply chain
finance

Medical insurance electronic voucher
application across all channels,
hospital non-intrusive payment

system, "Health Finance"
comprehensive service product

Technology application

Independently develop a big data risk
control platform and apply blockchain
technology to build a supply chain
finance system

Introduce biometric technology to
achieve medical insurance identity
verification, and build a data center to
integrate government and financial
data.

Implementation
effectiveness

"With a customer base exceeding 40
million small and micro enterprises, we
maintain an industry-leading non-
performing loan (NPL) ratio of under
1.5%. In 2023, retail banking operations
contributed 78% of total revenue,
underscoring our strategic focus on this
high-growth segment."

The market share of the medical
insurance scenario has increased
from 35% to 75%, which has driven
the growth of retail AUM by 23%
and brought the number of individual
customers above 8 million.[7]

"Rooted in Alibaba’s ecosystem
advantages, this approach requires

Focus on local scenarios, with
controllable resource investment. It

Replicability sophisticated technology and data can be expanded to fields such as
infrastructure—a barrier to entry for government affairs and education,
most regional banks."[7] and has strong replicability.
Data Sources:
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*Annual Report 2023, MyBank (Alibaba's Digital Banking Platform)
[https://www.mybank.cn(https://www.mybank.cn)]

*Interim Report 2024, Bank of Tianjin (BOT)
[https://www.bankofTianjin.com(https://www.bankofTianjin.com)]

5.3.Case Study: MyBank

Leveraging Alipay's ecosystem with over 1 billion users, MyBank has deeply embedded financial
services into e-commerce, logistics, and other scenarios. Its flagship product, the *310 Loan," utilizes
Ant Group's big data risk management capabilities to integrate merchant transaction records, credit
histories, and operational data, constructing an intelligent risk control model. Through machine
learning algorithms, it achieves real-time risk assessment and dynamic adjustments for SMEs,
improving loan approval efficiency by over 90% compared to traditional models. By the end of 2023,
cumulative loan disbursements exceeded RMB 2 trillion, with non-performing ratios consistently
maintained at industry-leading lows. Additionally, MyBank established a supply chain finance
platform powered by blockchain technology, enabling multi-tier credit transmission from core
enterprises and effectively addressing financing challenges for upstream and downstream SMEs. The
platform's annual transaction volume surpassed RMB 300 billion.

5.4.Case Study: Bank of Tianjin

Addressing pain points in local healthcare services, Bank of Tianjin collaborated with the
Municipal Healthcare Bureau to launch the "Smart Healthcare™ solution. By integrating with the
healthcare insurance system, it enabled the application of electronic medical insurance credentials
across registration, payment, and reimbursement processes, eliminating the need for physical
insurance cards. Concurrently, the bank deployed contactless payment systems in key institutions like
Tianjin Medical University General Hospital, allowing patients to "treat first, pay later" via linked
bank cards, reducing average healthcare visit times by 40 minutes. Building on this, Bank of Tianjin
introduced "Health Finance™ services, bridging medical insurance accounts with wealth management
and insurance products to offer integrated health management and asset appreciation solutions.
Within two years, this model drove a RMB 5 billion increase in retail deposits, with healthcare-related
payments accounting for 60% of the bank's retail transactions.

5.5.Key Takeaways

5.5.1 Precision Positioning as the Foundation for Transformation:

MyBank capitalized on its ecosystem to focus on SME finance, while Bank of Tianjin leveraged
local expertise to deepen engagement in livelihood scenarios. Both avoided direct competition with
large banks through differentiated strategies.

5.5.2 Scenario Ecosystem Development as a Critical Success Factor:

The two banks achieved stable customer acquisition and deep business value extraction by
anchoring high-frequency transactional scenarios (e-commerce) and essential service scenarios
(healthcare), respectively.

5.5.3 Technology Adoption Aligned with Resource Endowment:

MyBank pursued independent innovation backed by Alibaba's R&D capabilities, whereas Bank of
Tianjin rapidly deployed mature technologies for scenario implementation. Both demonstrate the
importance of matching technological choices with institutional resources.

5.5.4 Collaborative Synergy as a Strategic Imperative:

MyBank's data-sharing partnerships within its ecosystem and Bank of Tianjin's government
collaborations underscore that open cooperation is an effective pathway for regional banks to
overcome resource constraints.
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6. Conclusions and Recommendations

6.1.Research Conclusions

This study conducts an in-depth exploration of the transformation of retail banking in small and
medium-sized banks (SMBs) under the impact of digital payments. Through theoretical analysis,
pathway design, strategy formulation, and case validation, the following key conclusions are drawn:

From the perspective of transformation essence, SMBs must undergo a fundamental shift from
being "account managers" to "scenario connectors.” In the era of digital payments, customer demand
has evolved from standalone financial services to scenario-based, ecosystem-integrated solutions.
Bank of Tianjin’s "Smart Healthcare™ initiative, which increased its market share in medical insurance
scenarios to 75%, demonstrates that connecting and serving customers through embedded scenarios
is pivotal to successful transformation.

Regarding transformation pathways, SMBs should leverage their unique resource endowments
rather than blindly emulate larger banks. The three-phase transformation framework (channel
restructuring, scenario embedding, and ecosystem opening) exhibits strong universality. For instance,
Chongging Three Gorges Bank enhanced its regional retail payment market share by 15 percentage
points by building a "Community Payment Ecosystem," validating the effectiveness of phased
transformation. Additionally, differentiated positioning and ecosystem synergy are critical success
factors, as exemplified by Suzhou Bank’s focus on local agricultural industries. By establishing a
"Blockchain + Agricultural Payments™ ecosystem, it reduced the non-performing loan ratio for agri-
loans to 1.0%.

In terms of strategy implementation, the synergistic integration of product innovation, technology
empowerment, ecosystem collaboration, and customer operations drives measurable outcomes.
MyBank, leveraging Alibaba’s ecosystem, served over 40 million SMEs through innovative products
like the "310 Loan," highlighting the value of technology-driven product innovation. Meanwhile,
Bank of Tianjin’s localized scenario strategy, achieved through deep ecosystem partnerships,
underscores the feasibility of regionally tailored approaches.

6.2.Policy Recommendations

For SMBs:

» Strengthen Scenario Ecosystem Development: Prioritize high-frequency, essential scenarios such
as government services, healthcare, and education. Emulate models like Zhejiang Rural Credit’s
"Harvest Alliance” by collaborating with local governments and institutions to embed financial
services into public services, rapidly acquiring customer traffic and transactional data.

 Promote Technology-Resource Alignment: Allocate IT investments judiciously based on internal
capabilities, adopting a hybrid model of in-house R&D and outsourced solutions. Focus on big data
analytics and intelligent risk control, utilizing payment flow data to refine products—e.g., developing
transaction-based credit assessment models.[8]

» Enhance Customer-Centric Operations: Leverage big data for precise customer profiling and
personalized marketing. Implement loyalty programs (e.g., cashback rewards, point redemption) to
encourage diversified financial service usage, boosting customer retention and value contribution.

For Regulators:

* Optimize Policy Support Systems: Introduce targeted policies for SMBs’ digital transformation,
including tax incentives and fiscal subsidies for technology investments and scenario collaborations.

» Refine Regulatory Sandbox Mechanisms: Permit controlled pilot programs for innovative
services, providing tolerance for fintech experimentation and ecosystem development to encourage
pioneering initiatives.

* Facilitate Data Sharing and Standardization: Lead the establishment of regional financial data-
sharing platforms with unified standards and security protocols to foster data interoperability among
SMBs, governments, and enterprises.
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6.3.Research Limitations and Future Directions

This study’s case selection primarily focused on representative banks, leaving gaps in coverage
across diverse regions and SMB scales. Methodologically, qualitative and case study approaches
dominated, with limited quantitative analysis. Future research could expand sample diversity and
employ empirical methods to investigate determinants and outcomes of SMB retail transformation.
Additionally, as fintech advances and regulatory frameworks evolve, the dynamic optimization of
transformation pathways warrants sustained scrutiny. The interplay between digital payments and
banking transformation, particularly amid Al and blockchain advancements, merits further
longitudinal analysis.
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