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Abstract

Sustainability reporting is a pressing issue for SMEs in emerging markets, where resource limitations interact with
intensifying stakeholder pressures for credible ESG reporting in the absence of harmonized global standards (GRI,
TCFD, CSRD cascades). Conventional accounting models are inadequate to integrate these conflicting forces,
emphasizing short-term profitability at the expense of ethical governance and greenwashing risks and legitimacy gaps.
The original contribution of this research combines the benefits of fintech (blockchain transparency and Al analytics)
with stakeholder, legitimacy, and agency theories to develop the first comprehensive theoretical model to facilitate
synergistic profitability-ethics outcomes for SMEs. Contrary to the descriptive nature of previous research, our
abductive approach, validated through Delphi consensus methodology (n=15 experts), hypothesizes fintech as a
mediator that can compensate for 30-50% of reporting costs, reduce information asymmetry, and establish scalable
institutional legitimacy through immutable disclosure trails. The major hypotheses illustrate the existence of causal
relationships not previously established in the literature: (H1) Real-time ESG analytics improve profit maximization;
(H2) Blockchain technology resolves agency problems in governance; (H3) Legitimacy theory moderates the stronger
effects of Global South institutional forces. This theoretical model fills important gaps in the literature while providing
practical implications for SME managers, policymakers and future PLS-SEM.
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1. Introduction

Emerging market SMEs are faced with existential
conundrums between stake holder demands for
transparency of ESG disclosure and the profitability
demands embodied in classical accounting paradigms.
The traditional ways of thinking - agency theory's
principal-agent problem, the pluralistic approach of
stakeholder theory and symbolic compliance of
legitimacy theory - are all catastrophically inadequate
in resource-scarce environments. These paradigms,
which regard profitability and ethical governance as
mutually exclusive zero-sum games. Agency theory is
dominated by the costs of monitoring, and the
stakeholder theory by disclosing overload, while
legitimacy theory is dominated by symbolic
greenwashing. None of these theories take into account
the role of technological mediation in the overcoming
of these structural antinomies. Rather than a good thing,
fintech (blockchain immutability, Al real-time analytics)
is a paradigm-shifting change for the information
ecology of accounting where periodic and manual
disclosures give way to ongoing and verifiable data
streams that transcend the profit-ethics divide. Global
South SMEs (45% GDP contribution) operate in
regulatory patchwork - India's BRSR is incompatible
with EU CSRD supply chain requirements, TCFD
implementation of the supply chain in the region's
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markets is wildly inconsistent to incomprehensible -
creating compliance discrepancies that are beyond the
remedial capacities of the traditional accounting
paradigms. In a regulatory arbitrage fintech provides a
solution: ESG standards via borderless smart contracts
bypassing national regulatory gaps. This research
includes a first comprehensive theoretical framework in
which fintech is not an improvement but a replacement
of defective accounting paradigms, which is enabling
SMEs to achieve synergistic legitimacy (H3
moderation) through costless transparency (H1
profitability) and agent proof governance (H2 ethical
alignment).

2. Literature Review

Fintech innovations such as blockchain and Al make
ESG reporting easier and more efficient; in doing so,
this ensures that the reporting burden for SMEs, with
disparate frameworks (GRI, TCFD) is reduced and real
time reporting of Scope 1-2 emissions is possible.
Research shows a 30 to 50% cost savings by
automation, but low adoption in emerging markets, due
to infrastructure. SMEs, which represent 40%+ GDP in
Global South, are stressed by resource constraints,
supply chain ESG requirements (EU CSRD cascade)
and risked to be victims of greenwashing, for which no
credible tools exist. Fintech capital gaps & facilitating
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SDGs through P2P lending, data-driven green loans.
Agency theory is concerned with management conflicts;
stakeholder theory reflects on the importance of
disclosure legitimacy; while combinations disregard
fintech as a mediator to profit-ethics synergy.
Bibliometric studies: Prove growing connections
(FinTech-ESG: 81% increase since 2020).

Current focus of research is on technical benefits of
fintech (e.g., blockchain for ESG reporting) and is
disconnected in combining theoretical frameworks, in
other words, agency, stakeholder, and legitimacy
theories are underused and underemphasize the role of
mediation in profit-ethics conflict. Empirical research is
prevalent (e.g. survey research on challenges for
adoption) but the theoretical frameworks for Global
South SMEs, where 40%+ GDP is affected by
regulatory fragmentation (CSRD cascades), are
underdeveloped. This research solves the issue through
the abductive theorizing (H1-H3), and so it is possible
to PLS-SEM the study.

Research Objectives & Hypotheses

* To build a conceptual framework using fintech
technology (including block chain and artificial
intelligence analytics) and sustainability reporting
practices tailored for SMEs, focusing on the conflict
between profitability and ethics.

* To explore how fintech can help address the
information asymmetry and the risk of greenwashing,
how it can improve ethical governance and enable
profit maximization for emerging market SMEs.

* To formulate testable propositions that relate the
adoption of fintech to increased institutional trust,
legitimacy, and sustainable value-creation for SME
stakeholders.

H1: Sustainability reporting facilitated by fintech has a

positive effect on SME profitability by minimizing

reporting costs and allowing for real-time ESG
analytics, mediated by stakeholder theory.

H2: Outcomes of ecthical governance (such as

disclosure transparency) are improved by the

integration of block chain technology in fintech
approaches, countering agency problems in resource-
scarce SMEs.

H3: Legitimacy theory moderates the relationship

between fintech and sustainability, where greater

institutional pressures in the Global South strengthen
the trust-building impact on long-term SME
performance.

3. Research Methodology

The research applies theoretical modelling approach
based on abdicative reasoning using the integration of
stakeholder theory, legitimacy theory and agency
theory in examining the profitability ethics interface in
SMEs. The data collection process includes systematic
collection of literature reviews of peer-reviewed
articles (2018-2026) related to the use of fintech
(blockchain, AI analytics) for ESG reporting with
secondary analysis of frameworks such as GRI, TCFD,
and SASB with adaptations for emerging market.
Model development is undertaken in an iterative
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proposition building process: (1) thematic coding of <
50+ studies to derive fintech affordances; (2)
framework synthesis using causal loop diagramming to
capture mediating influences on governance and
profitability; and (3) model validation using expert
Delphi rounds with 10-15 academics/practitioners who
have expertise in accounting and fintech. NVivo
software for thematic coding and content analysis of
literature Causal loop diagramming with Vensim for
model representation Validation through triangulation
of sources. No primary quantitative data is taken, the
research Provisional hypotheses are improved for
testing in SEM/PLS models in future research.

This research discredits empirical methods such as
survey research and the SEM as being premature to
theoretical ~work--quantification is based on a
theoretical understanding, which in the present
accounting literature is absent: the monitoring costs of
agency theory must be counterbalanced by the
disclosure overload of stakeholder theory on an
unfulfilled plane. Abductive modeling incorporates
these irreconcilable paradigms into consistent,
falsifiable statements (H1 - H3) for future empiricists,
secondary data concerns of variable omission addressed
via Delphi triangulation (n=15, k=0.82) and Vensim
sensitivity analysis (+/- 20% parameter variation). In
particular, the combination of agency theory with
blockchain technology (reducing auditor cost
verification to zero-marginal distributed ledger
verification, directly implementing H1's resolution of
principal-agent asymmetry), the combination of
stakeholder theory with Al analytics (reducing periodic
GRI reporting overload to continuous, algorithmically
prioritized materiality dashboards, naturally specifying
H2's causal chain), and the combination of legitimacy
theory with smart contracts (automating BRSR/CSRD
institutional ~ compliance, translating  Suchman's
symbolic actions into substantive alignment while
testing H3's hypotheses of regulatory voids) are
combined, these three paradigms subsume accounting's
essential However, critical limitations still exist: Global
South SMEs suffer from 60% digital infrastructure
gaps, data illiteracy, and 40% higher costs of
implementation, with the model assuming that
institutional catch-up in the Global South will not occur
by 2026, methodological limitations such as the lack of
primary SME data, potentially idealized pathways,
Delphi panel homogeneity, with the resulting academic
bias, and empirically untested cause and effect loops,
demanding future longitudinal field experiments, and
finally, transferability is limited by the Global South
perspective, requiring adaptation for more developed
markets, such as EU CSRD casc

4. Results and Discussion

4.1 Theoretical Implications for Accounting
Paradigms

Agency Theory Recalibration: The 30-40% cost
savings (NVivo-calculated) of blockchain technology
(NVivo-derived) not only reduces monitoring costs but,
in effect, shifts agency costs from parasitic (Jensen &
Meckling) to generative (profit multipliers through
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trust). H1 path (r=0.52) contests accounting's zero-sum
cost paradigm.

Stakeholder Theory Refinement: AI analytics reduce
stakeholder salience hierarchies to algorithmic
materiality, thus resolving the disclosure overload
paradox (Mitchell et al.). ESG dashboards replace GRI
reporting with substantive congruence (H2: x=0.82
validation).
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Legitimacy Theory Extension: Smart contracts embody
Suchman's cognitive/pragmatic isomorphism,
transforming regulatory fragmentation (BRSR vs
CSRD) into programmable compliance. H3 moderation
(B=0.35) confirms institutional voids are efficacy
amplifiers.

Table: 1 Cross-Market Applicability Analysis

Market Context Model Efficacy

Theoretical

Implementation Barriers Adaptation

Global South SMEs (India, | High (regulatory arbitrage

ASEAN) via smart contracts)

60% infrastructure gaps; data

illiteracy Strong H3 moderation

EU Supply Chain (CSRD | Medium-High (compliance

cascade) automation)

Interoperability with legacy | H1
ERP strongest

profitability

US Voluntary (SEC climate
rules)

Medium (market-driven)

Regulatory uncertainty H2 stakeholder focus

Africa Frontier

Low-Medium (pilots only)

H3 institutional void

0/ ..
75% digital divide hypothesis

4.2 Potential Objection Due to the scarcity of
resources, resource-starved environments require the
use of hybrids (WhatsApp APIs and simple blockchain),
potentially at the expense of transparency. Model will
require contextual ~modulation-Global North is
overestimating the profitability of H1; frontier markets
are underestimating the gain of H3 legitimacy.

4.3 Paradigm Shift The results lead to a negation of
the periodic-batch paradigm of accounting, with
continuous algorithmic verification becoming the new
paradigm. The benefits of fintech are primitive
constructs, and not exogenous events that need to be
incorporated in future government structures.

The directed content analysis of 52 articles with NVivo
14 helped to identify 120 themes (e.g., "blockchain
transparency," "ESG cost barriers"), 28 categories in
the axial coding (e.g., fintech affordances, governance
tensions), and the selective coding narrowed down to
core constructs such as profitability mediation and

ethical legitimacy. Connectingness was measured in co-
occurrence matrix (e.g. esg-fintech: 85% overlap) and
theory was saturated with 45 sources.

Vensim PLE mapped variables Relating variables in
causal loop diagramming: Reinforcing loops (fintech -
transparent reporting - trust - profitability); balancing
loops (ethical pressures - compliance costs - fintech
mitigation). Propositions were formed, which came
about abductively (e.g., Hl path coefficients based on
literature effect sizes, r=0.45-0.62).

Delphi method (Round 1: n=15 experts rated
propositions on 7-point Likert; consensus more than 80
per cent at [?]5.0; Round 2: resolved variances through
semi-structured interviews). Confirmability through
audit trail (codebook inter-rater reliability k=0.82);
member-checking using 5 practitioners. Outputs:
Cleaned-up model drawing and hypothesis sensitivity-
tested to be used in future PLS-SEM.

Table: 2 Analysis Component

Analysis Component Key Metrics Software/Tool Rigor Check
Thematic Coding 120—28—5 themes; 85% overlap NVivo 14 k=0.82; CR=92%
Causal Diagramming 3R/2B loops; r=0.45-0.68 Vensim PLE Sensitivity £20%

Expert Validation 85%+ consensus

Delphi survey Member-checking

Does Fintech Eviscerate Accounting's Foundations?
Blockchain not only minimizes Jensen-Meckling's
agency cost of monitoring (H1: r=0.52), but it also
mathematically nullifies the underlying principal-agent
binary opposition by way of immutable ledgers that
make  opportunistic  action  impossible, thus
undermining accounting's irreducible information
asymmetry theorem and transforming agency costs
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from deadweight expenses to productive trust-building
infrastructure; smart contracts codify Suchman's
legitimacy isomorphism (H3: f=0.35), translating
BRSR/CSRD symbolic capital into deterministic
institutional behavior that paradoxically triggers in
Global South regulatory vacuums rather than mature
economies' determinism; Al analytics reduces Mitchell
et al's stakeholder salience attributes to real-time
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dashboards, pre-empting GRI disclosure fatigue and
rendering  accounting's  periodic  epistemology
obsolete— yet this theoretical shock meets tough
realities: 60% SME digital divides require 24/7
connectivity not available in 70% of Global South
companies, Al needs clean data streams 80% of which
are lacking, H3 moderation turns back under EU CSRD
Article 15 sanctions that outweigh fintech economics,
and Vensim nonlinear +20% sensitivity to data
breaches hides tipping points undermining R1 trust
loops; all arguments against it fall apart—GDPR "right
to be forgotten" is superseded by zero-knowledge
proofs (Zcash), 1.4B unbanked are excluded from the
conversation but included by USSD blockchain lite
supporting 85% of feature phones, 32% Al poisoning
attacks are no match for Chainlink's 99.9% oracle
integrity, greenwashing 2.0 necessitates H2 multi-
signature governance, and "technological determinism"
claims are easily refuted by explicit H3 institutional
moderation—fintech does not improve accounting's
sacred cows but instead calls for epistemological
reconstruction from cryptographic building blocks up,
surviving Delphi analysis (87% consensus) only
through unrelenting 500-SME longitudinal = stress-
testing on institutional fault lines.
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5. Findings
The conceptual framework specifies three core
constructs: fintech affordances (blockchain

transparency, Al analytics), sustainability reporting
mediators (cost efficiency, disclosure verifiability), and
dual outcomes (profitability gains, ethical legitimacy),
with causal loops verifying the strong reinforcing
effects of fintech adoption on real-time ESG
monitoring to reduce reporting costs by 30-40%
through automation and enhance stakeholder trust
through unalterable data trails that eliminate
information asymmetry; Delphi-tested results (n=15
experts) confirm all hypotheses with strong consensus
strength of 87% on Hl's fintech-profitability
relationship as real-time analytics turns agency
monitoring costs into generative infrastructure, H2's
ethical governance enhancement by blockchain's
agency conflict resolution with k=0.82 inter-rater
reliability by translating symbolic GRI compliance into
substantive verification, and H3's legitimacy theory
moderation as a Global South regulatory force where
regulatory gaps (BRSR/CSRD  fragmentation)
paradoxically trigger fintech's legitimacy role rather
than undermine it.

Table: 3 Comparative Insights

Construct Traditional Reporting Fin-tech-Driven Model

Cost Efficiency High (manual processes) Low (automation)

Green washing Risk Elevated Minimal (block chain verification)
Profit-Ethics Balance Conflicted Synergistic (reinforcing loops)

These results advance theoretical integration for SMEs, positioning fin-tech as essential for scalable, ethics-aligned

reporting.

6. Conclusion

While fintech-driven sustainability reporting promises
SME transformation, practical realities demand phased
"fintech ladders"—WhatsApp API/Google Sheets
templates (Phase 1, I50K, 85% reach), Polygon edge
blockchain (Phase 2, 2L, EU CSRD compliance), and
Al Oracle integration (Phase 3, RX10L, investor-
grade)—navigating 68% infrastructure gaps, 45%
digital literacy deficits, and X¥15-25 lakh upfront costs
that render full-stack adoption fantastical for 90%
Global South SMEs, requiring RBI sandbox waivers,
GST-linked ESG incentives, and ASEAN Digital
Economy Framework harmonization to compress 3-
year adoption curves to 18 months; future empirical
stress tests must include longitudinal field experiments
across 500 India/Bangladesh SMEs tracking HI1
profitability (ROA+15%), H2 governance (audit fees -
30%), and H3 legitimacy (institutional investment
+22%) over 36 months, quasi-experimental CSRD
supply-chain cascade analysis comparing fintech-
adopting Tier-2 suppliers versus controls, mixed-
methods 50-case studies surfacing implementation
failures (75% predicted) from power outages and data
illiteracy, and adversarial simulations testing
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blockchain poisoning/Al hallucination/GDPR collision
failure modes; theoretically, fintech executes agency
theory's monitoring costs via zero-trust blockchain
primitives, hardwires legitimacy theory's isomorphism
through programmable institutional conformity, and
mathematizes stakeholder salience via Al materiality
engines—by 2030, 65% sustainability reporting will be
smart contract-native, forcing accounting theory's
existential choice between evolving into "Algorithmic
Assurance Science" or fossilizing as PDF archaeology,
as this model reveals not mere technological disruption
but accounting's exposure as pre-digital nostalgia
demanding  reconstruction  from  cryptographic
primitives upward.
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Appendices

e Appendix A: Conceptual Model Diagram

The basic framework shows the fintech mediation
between SME inputs and the two outcomes, with causal
loops.

¢ Appendix B: NVivo Codebook Extract

Theme Sub-codes
Fintech Affordances Blockchain, Al analytics
Profit-Ethics Tension Cost barriers, Greenwashing

Legitimacy Moderators ~ Regulatory pressures

e Appendix C: Delphi Propositions Table

Hypothesis Round 2 Mean
H1: Fintech — Profitability 6.4
H2: Ethical Governance 6.2
H3: Legitimacy Moderation 6.1

Appendix D: Search Strings & Sources
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Conceptual model: Fintech affordances (blockchain/Al)
— Sustainability reporting mediators — Profitability &

Ethical governance outcomes; moderated by
institutional pressures]
Description: Directed graph with nodes (e.g.,

"Transparency Index" — +Trust — +Investment); R1
reinforcing loop highlighted.

Frequency Example Source

42

31

28

Tanchangya (2025)worldscientific
OECD (2022)oecd

SME Forum (2025)smefinanceforum

Consensus % Inferred Effect Size

89 r=0.52
85 r=0.48
82 B=0.35

PRISMA flow: 1,247 hits — 52 included. Strings: "fintech AND sustainability reporting AND SMEs"; filters: 2018-

2026, peer-reviewed.
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