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Abstract: The word FinTech has been derived from the combination of finance and technology. As the name 

signifies this industry came into existence with the collaboration of the IT and finance industry. From the 

literature, it is clear that FinTech is an ITbased company coming up with innovative financial products where the 

traditional financial institutions had a drawback. These drawbacks were in terms of efficiency, cost and 

regulations. The innovative products provided by FinTech are customer-centric and customer friendly.  
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1.Introduction: The FinTech environment is the network where several stakeholders meet to where FinTech 

provides innovative solutions. FinTech ecosystem includes traditional financial institutions, consumers, 

regulators, NGOs, the general public, government, IT industry, media and investors. Some of the FinTech 

businesses identified were in the field of wealth management, lending, big data, insurance and exchanges. These 

stakeholders tend to impact FinTech either directly or indirectly. FinTech is identified as a disruptive innovation 

leading to industry innovation. Most of the research papers studied was more in favour of disruptive innovation. 

The biggest benefit of FinTech is the decreased cost or increased profitability, innovative solutions, efficiency 

and convenience.  

On contrary, the biggest challenges faced by FinTech are cyber risk, future in terms of stability and sustainability, 

legality and the increasing interest of the regulators. However, less evidence was found to identify FinTech as the 

industry convergence. There are some limitations of this research. Firstly, the number of research papers used is 
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limited to 22. Secondly, FinTech itself is a very new topic in the world of academia and therefore, the research 

done on this topic is very limited. Lastly, the field of FinTech is in the transformation stage and hence, it is 

difficult to distinguish it as a financial or IT company. 

The first applications of technologies used by banks and trading companies relied on physical media containing 

the information/value (e.g., paper, coins). Since transferring these documents and values across distances was 

only feasible via physical modes of transportation, markets were primarily limited to a regional scope. This 

changed with innovations in information and communication technology (short “IT”). In particular, the visual 

and later the electrical telegraph, enabled to separate information from its physical representation and to transmit 

it faster over larger distances. The economic implications were fundamental, and the telegraph was recognized as 

an element of industrialization in modern societies (Malone et al. 1987). 

For example, a simple query on Google Trends reveals that it was only in 2014 that the compound term “FinTech” 

emerged on a broad scale and made the transformation of the financial industry visible to everybody (Arner et 

al. 2016). An industry that had remained rather stable over decades was apparently confronted all of a sudden with 

new market participants and the acceleration of digital innovation. A surge in the foundation of new companies 

(“start-ups”) occurred, which promised to change the entire industry with some even claiming that this will be the 

beginning of the end of banks. This would confirm statements from the 1990s whereby “banking is essential, 

banks are not” or whereby “banks are the steel industry of the [nineteen]nineties” (Beck 2001, p. 7). Some 

25 years later, we may see the beginning of this (digital) transformation. Although the financial industry as a 

whole and many of the traditional players from the world of “big banks” exist, the “FinTech” movement has 

substantially influenced this sector. 

2. LITERATURE REVIEW  

2.1. What is FinTech?  

FinTech is a company that is using technology to provide financial solutions using the internet and automated 

processing of information (Gabor & Brooks, 2017; Milian, Spinola, & de Carvalho, 2019; Zavolokina et al., 2016; 

Alt, Beck, & Smits, 2018; Gomber, Kauffman, Parker, & Weber, 2018; Puschmann, 2017). 

The Electronic Markets special issue in 2012 concluded that banks were only at the beginning of seeing the 

potential offered by mobile and Internet technology (Bons et al. 2012; Alt and Puschmann 2012). 

t the external organization level, regulation changes from lower equity requirements, less supervision, and high 

protection from national legislation towards stricter rules for held equity, more supervision on an international 

level, and less protection offered by national laws (Alt and Puschmann 2016, pp. 25–27; Arner et al. 2017; 

Lawrence 2016; Pousttchi and Dehnert 2018). This is also required since the key infrastructures (e.g., central 

bank, payment networks) will no longer be provided by centralized national bodies or focal firms but by electronic 

systems that are operated by various network partners for specific tasks (e.g., payments, investment, financing) 

or even work on a fully decentralized basis (e.g., blockchains) (Alt and Puschmann 2016, pp. 94–102; Němcová 

and Dvořák 2013). The widespread use of digital infrastructures allows cost-efficient operations and the move 

towards cashless societies. 
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 In 2018, we may say that this development has taken place. Besides a further growth of FinTech start-up funding, 

many incumbents have increased the digitalization of their processes and sometimes even introduced new 

products and services (e.g., enhanced online banking, customer apps and video conferencing, crypto assets). Thus, 

the emergence of FinTech is impressive, but has not come “all of a sudden” and relies on a long legacy of financial 

technology. Is it a revolution or rather an evolution? FinTech may indeed be conceived as a simple evolution if a 

linear development path could be observed. 

3. RESEARCH METHODOLOGY  

In this research paper, the authors have conducted a SLR to summarize the main sources of literature for each of 

the mentioned research questions. The SLR was followed by QCA and frequency analysis. The authors did a SLR 

based on a sample of 22 research papers. These papers were shortlisted from 80 papers initially chosen from 

Google Scholar, Web of Science and Scopus. The criteria on which the papers were shortlisted were the number 

of citations in Google Scholar and Scopus and the impact factor of the journals in Scopus. Moreover, to summarize 

the literature and answer each research question authors conducted the QCA. As FinTech is an emerging industry 

and most of the academic work is done in the last decade, the authors chose the most recent papers, i.e., from 

2017 to 2020 except for one paper which was cited by many researchers.  

According to Okoli and Schabram (2010), the SLR is a systematic, explicit, comprehensive and reproducible 

method used to identify, evaluate, and synthesize the existing literature produced by researchers, scholars, and 

practitioners. The process of conducting the SLR has three major stages: planning the review, conducting the 

review and reporting the review. Planning the review includes two steps: formulating the review and developing 

and validating the review protocol. Planning the review is followed by conducting the review which has five 

steps: searching the literature, screening for inclusion, assessing the quality, extracting data and analyzing and 

synthesizing the data. Lastly, conducting is followed by reporting the review, which reports the findings (Xiao & 

Watson, 2019) 

4. Benefits and challenges of FinTech  

Due to the factors of innovation, convenience and less cost, FinTech is getting popular at a fast rate (Goldstein et 

al., 2019; Leong et al., 2017; Milian et al., 2019; Lee & Shin, 2018). Thus, low cost leads to higher profitability 

(Gomber et al., 2018). One another reason behind this popularity is the lack of trust in the incumbent (banks) 

(Leong et al., 2017). Therefore, transparency is identified as one important key to the success of FinTech (Gomber 

et al., 2018). Also, FinTech has eliminated intermediation for example, in crowdfunding the lenders and borrowers 

can meet more directly on different electronic platforms with very small service charges as compared to banks 

(Au & Kauffman, 2008). Services by FinTech are cheap due to fewer regulations in this industry (Au & Kauffman, 

2008). Over time the competition is getting intense between FinTech and the incumbents as the incumbents have 

started in-house research and are transforming their offerings (Alt et al., 2018; Goldstein et al., 2019; Leong et 

al., 2017). FinTech is risky due to a lack of collateral (Lee & Shin, 2018; Gomber et al., 2017; Anagnostopoulos, 

2018; Goldstein et al., 2019; Leong et al., 2017) as their target audience is very risky (Jagtiani & Lemieux, 2018) 

and FinTech lacks financial data required to measure credit risk correctly (Leong et al., 2017). The solutions 
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offered by FinTech like cryptocurrency are accused of feeding illegal transactions (Goldstein et al., 2019). Also, 

there is a high-security risk as all the data is stored in the cloud and just one glitch in technology can cause havoc 

(Thakor, 2020; Ozili, 2018; Lee & Shin, 2018; Goldstein et al., 2019). People still do not trust 

5.Conclusion 

This research has summarised previous literature to suggest a comprehensive definition of FinTech which makes 

it easy for the investors and academicians to differentiate it from other financial institutions as it highlights all the 

attributes of FinTech identified earlier. Also, the FinTech ecosystem could help investors and banks who are 

willing to invest or who are affected by these new entrants (FinTech). This paper is beneficial for a researcher 

who is pursuing their research in the same field. Lastly, it may be useful for regulators who are trying to 

understand FinTech and its industry.  

Some of the topics that could be used for further research are as follows. First, the integration of FinTech in the 

financial environment with innovation. Secondly, what is the future of FinTech, i.e., if it will be the acquisition 

by the traditional financial institutions or will they play a separate role in the financial ecosystem. Thirdly, who 

will be regulating FinTech: the IT industry or the finance industry? Fourthly, what does the entrepreneurial 

FinTech model looks like? Fifthly, in which stage is FinTech from the perspective of the concerns-based adoption 

model (CBAM). 
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