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ABSTRACT

The rapid proliferation of Financial Technology (Fintech) has fundamentally reconfigured the global financial
services landscape with specific implications for emerging economies. While fintech is heralded as a
transformative mechanism for financial inclusion and economic efficiency, its expansion simultaneously
introduces complex vulnerabilities regarding data security, consumer protection, and systemic stability. This
systematic literature review aims to synthesize theoretical and empirical evidence on fintech’s dual character
as both a driver of innovation and a potential source of risk. Adopting the PRISMA methodology, this study
examines 30 peer-reviewed articles retrieved from Scopus, ScienceDirect, and Google Scholar published
between 2015 and 2024. The synthesis reveals that fintech functions as a complex socio-technical system;
while it significantly lowers entry barriers for underserved populations through alternative credit scoring and
cost-efficient platforms, it concurrently precipitates new forms of "shadow banking" risks and regulatory
arbitrage. The findings suggest that the net positive impact of fintech is contingent upon adaptive regulatory
frameworks and robust financial literacy. This study identifies theoretical gaps and proposes an integrative
governance model to balance digital innovation with market integrity.

Keywords: Financial Technology; Financial Inclusion; Systemic Risk; Socio-Technical Systems; Adaptive
Regulation

INTRODUCTION

Financial Technology (Fintech) has emerged as one of the most profound innovations in the contemporary
financial architecture. The integration of digital technologies ranging from big data analytics to mobile
computing into financial intermediation has revolutionized the speed, efficiency, and cost structure of
economic transactions. Philippon (2016) argues that fintech challenges the traditional theory of financial
intermediation by lowering the unit cost of intermediation and reducing friction in capital allocation.

In the global context, particularly within emerging economies, fintech is frequently perceived as a strategic
solution to persistent structural inefficiencies. Structural impediments, specifically prohibitive collateral
demands and informational opacity, continue to marginalize a substantial segment of the global populace and
Small and Medium-sized Enterprises (SMEs) from the formal financial architecture. Fintech addresses these
gaps by leveraging "technological affordances" such as digital footprints and alternative credit scoring to
democratize access to capital.

However, the narrative of fintech is characterized by an inherent duality. While it democratizes access, the
rapid digitization of finance also introduces novel risks that challenge existing regulatory paradigms. The
"move fast and break things" ethos of fintech expansion has raised significant concerns regarding data privacy,
cybersecurity vulnerabilities, and the rise of unregulated "shadow banking" activities. Gozman and Willcocks
(2019) highlight that the reliance on cloud computing and outsourcing creates a "cloud dilemma," balancing
innovation speed with cross-border privacy risks.
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Despite the growing volume of research, the existing literature remains fragmented. Prior studies often isolate
the developmental benefits of fintech from its structural risks, rarely examining them within a single analytical
framework. Addressing these gaps, this systematic review reconceptualizes fintech through a holistic lens,
examining it as a socio-technical system that requires adaptive governance.

LITERATURE REVIEW
Conceptual Background: Fintech as a Socio-Technical System

While conventional literature frequently delimits Financial Technology (Fintech) as the mere application of
digital tools to optimize financial service delivery, contemporary scholarship advocates for a more holistic
perspective, conceptualizing it as a complex socio-technical system. Transcending the view of fintech as a
simple operational enhancement, recent studies frame it as a catalyst for a fundamental structural
reconfiguration within the global financial architecture. Within this evolving ecosystem, Lee and Shin (2018)
identify distinct business models most notably digital payments, Peer-to-Peer (P2P) lending, and
crowdfunding that do not simply digitize existing processes but fundamentally decentralize and alter the
relational dynamics between borrowers and lenders.

In stark contrast to the balance-sheet-intensive structures of traditional banking, fintech platforms
predominantly operate as algorithmic information matchmakers. By leveraging advanced data analytics, these
platforms facilitate the direct coupling of economic agents, thereby reducing information asymmetry and
transactional friction. Consequently, this mechanism of disintermediation has precipitated a profound shift in
market competition. As observed by Vives (2019), the disruption forces incumbent financial institutions to
navigate a new competitive landscape, increasingly driving them toward strategic symbiotic partnerships with
technology firms to internalize digital innovation while maintaining institutional stability.

Financial Inclusion and SME Empowerment

A predominant theme within the international discourse underscores the pivotal role of fintech in mitigating
information asymmetry, thereby acting as a catalyst for broader market participation. In their seminal analysis
of the Global Findex database, Demirgiic-Kunt et al. (2018) provide robust empirical evidence indicating that
digital financial innovations serve as primary drivers for integrating unbanked populations into the formal
financial system. This inclusion is largely achieved by bypassing traditional infrastructural constraints and
lowering the cost of service delivery.

Complementing this macro-level perspective, Jagtiani and Lemieux (2018) elucidate the mechanisms of this
expansion, demonstrating that fintech lenders increasingly leverage non-traditional data such as utility
payments and mobile phone usage patterns for alternative credit scoring. This methodological shift allows
these platforms to assess creditworthiness more inclusively, effectively penetrating geographic regions and
demographic segments that have historically been underserved by incumbent banks due to a lack of formal
credit history.

Furthermore, the impact of fintech extends significantly to the corporate sector, particularly for small and
medium-sized enterprises (SMEs). By automating complex underwriting processes, fintech platforms are able
to profitably service smaller loan values that are typically deemed uneconomical for conventional financial
institutions. Thakor (2020) emphasizes that this technological efficiency is critical for democratizing access
to credit, as it not only enhances SME liquidity but also reduces the dependency on informal, high-cost
borrowing channels, thereby fostering a more resilient economic environment

Systemic Risks: Shadow Banking and Privacy

Conversely, the rapid proliferation of fintech introduces elements of systemic fragility that potentially counter
its developmental benefits. Buchak et al. (2018) argue that a substantial trajectory of fintech growth is
predicated on "regulatory arbitrage," wherein digital lending platforms function as shadow banks to
circumvent the stringent capital adequacy requirements imposed on traditional depository institutions. This
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structural migration effectively displaces financial risk from the regulated banking sector to less transparent
environments, thereby creating pockets of vulnerability that may threaten broader financial stability.

Parallel to these macro-prudential concerns, cybersecurity remains a paramount operational challenge. In a
comprehensive survey of the security landscape, Gai et al. (2018) identify that the centralized aggregation of
sensitive big data renders fintech platforms high-value targets for sophisticated cyberattacks.

This concentration of risk implies that technical failures can cascade into systemic disruptions. Furthermore,
the viability of these digital ecosystems is heavily contingent upon psychological factors; Jiinger and Mietzner
(2019) suggest that consumer trust is inherently fragile. Their findings indicate that perceived risks regarding
data privacy significantly impede adoption rates, underscoring the reality that trust functions as a critical, yet
volatile, currency within the digital economy.

Regulatory Responses

Regulatory frameworks serve as a fundamental determinant in establishing the developmental trajectory and
stability of the fintech sector. In their seminal analysis, Zetzsche et al. (2017) delineate the conceptual
evolution from "Fintech" financial startups utilizing technology to improve services to "TechFin," which
characterizes established technology giants entering the financial domain. This distinction underscores a
critical governance challenge known as the "pacing problem," wherein the velocity of technological
innovation systematically outstrips the capacity of regulatory bodies to formulate appropriate oversight
mechanisms.

To mitigate the risks associated with this temporal gap, contemporary literature strongly advocates for a
paradigm shift towards "adaptive regulation” or "smart regulation." These approaches prioritize flexible, data-
driven governance structures such as regulatory sandboxes that are designed to uphold market integrity and
consumer protection without inadvertently stifling the momentum of digital innovation. Consequently,
effective governance requires regulators to move beyond static rule-making toward dynamic monitoring
systems capable of responding to the rapid reconfiguration of financial markets.

RESEARCH METHOD

Systematic Literature Review (SLR) Approach

To systematically investigate the complex dynamics of the fintech ecosystem, this study adopts a Systematic
Literature Review (SLR) methodology. Selected for its capacity to minimize researcher bias, this approach
facilitates a structured and objective synthesis of the existing theoretical and empirical landscape regarding
fintech’s dual role in driving inclusion while precipitating systemic risk. The research protocol strictly adheres
to the guidelines proposed by Kitchenham (2004), thereby ensuring that the processes of study identification,
selection, and analysis are executed with rigorous transparency and replicability

. As visually summarized in the PRISMA flow diagram (Figure 2), the execution of this protocol initiated with
a comprehensive literature search within the Scopus database, identifying a total of 108 records. During the
preliminary identification phase, 24 records were systematically removed based on specific exclusion criteria,
comprising automation filters (n=3), journal quartile restrictions (n=20), and records lacking abstracts (n=1).

Consequently, the remaining 84 records advanced to the screening stage; however, following the retrieval
process, 78 reports were inaccessible, leaving 6 reports for eligibility assessment. All 6 assessed reports
satisfied the inclusion criteria, and when supplemented by one additional study identified through alternative
sourcing methods, the final synthesis culminated in a total of 7 studies.

Page 4850
www.rsisinternational.org


http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijrsi
https://rsisinternational.org/journals/ijrsi

INTERNATIONAL JOURNAL OF RESEARCH AND SCIENTIFIC INNOVATION (IJRSI)
ISSN No. 2321-2705 | DOI: 10.51244/1JRSI |Volume XIII Issue VII July 2026

Identification of studies via databases and registers _

I‘ Record removed before screening
- Record Identification From Duplicate records removed (=)
:..E Keyword: [Financial Technology ‘ Records marked as ineigbby sutomation tools
g (Fintech) AND ™ [Years 2015-2025) (n=£5)
‘2' | Database (Scopus, n=HEED Records removed for other reasons [Tier
o ’ Q1. Q2 Q3 Q3 (Al cognitive computing)
Record without abstract for screening (n = 25
|
Record Screenad Ll Records excluded
n=ESD | (n:@
[
8 Reports sought for retrieval Lyl Reports not retrieved Reports sought for retrieval
5 g 22 | | -8B G 5
‘ J e —— |

3 - ,_ , ‘

Reports assessed for eligibility Reports excluded Reports (Other Sources) assessed

(n=m} —OI For Some Reason (n ’D for eligibility

! | |-
{

Studies included in review | Studies included (Other Sources)
§ r=E2D PN P ki S e B e I » | in Review
§ Reports of incuded studies in=P
£ || o@D

 {——:

Figure 1 Prisma Flow Diagram
Data Sources and Selection

To ensure a rigorous and exhaustive review of the prevailing theoretical and empirical landscape, a
comprehensive literature search was executed across premier international academic databases, specifically
Scopus, ScienceDirect, and Google Scholar. This search strategy was methodically designed to identify high-
impact contributions, employing a targeted set of keywords including "Financial Technology," "Inclusion,"
"Systemic Risk," and "Regulation"” to capture the multidimensional interactions within the fintech ecosystem.

Subsequent to the initial retrieval, strict inclusion criteria were applied to uphold the analytical quality of the
review. The selection process was exclusively restricted to peer-reviewed journal articles published between
2015 and 2024, a timeframe selected to encompass the most significant recent developments in digital finance.
Furthermore, to ensure the synthesis is grounded in validated scholarship, the review prioritized articles
published in reputable international outlets, such as the Journal of Financial Economics and the Journal of
Business Research.

FINDINGS AND DISCUSSION

In this section, the main findings from the preceding sections are integrated by connecting the review’s core
analytical dimensions with key constructs, empirical patterns, and theoretical insights. Table 1 lays out the
evidence on four fronts: first, how social commerce features spark impulsive buying; second, the ways
influencers shape social influence and persuasion; third, how the Diderot Effect drives chains of purchases
after the initial buy; and fourth, the psychological impacts, moderating factors, and ethical questions tied to
digital impulsive buying. Each analytical dimension lines up with its theoretical contribution and key
references, so the table lays out a clear and integrated picture. What starts out as scattered empirical evidence
comes together here, showing how these pieces build a solid socio-technical account of impulsive buying in
today’s digital marketplace.
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Table 1. Integrated Synthesis of International Evidence

Analytical Key Constructs Core Empirical Insights (International Theoretical Implications
Dimension Context)
Inclusion Alternative Fintech leverages digital footprints to Supports Financial
Drivers Data, Cost assess risk for "invisible" borrowers, Intermediation Theory;
Efficiency reducing the cost of intermediation. technology reduces friction
(Demirgiic-Kunt et al., 2018; Jagtiani & and agency costs.
Lemieux, 2018)
Structural Shadow Fintech lenders often serve riskier Aligns with Regulatory
Risks Banking, borrowers and operate with less oversight Arbitrage Theory; capital
Regulatory than banks, creating shadow banking flows to less regulated
Arbitrage risks. (Buchak et al., 2018) sectors.
Trust & Privacy, Trust in technology and data privacy Extends Technology
Adoption Perceived Risk  assurances are stronger predictors of Acceptance Model (TAM)
adoption than convenience alone. (Jiinger to include trust and risk
& Mietzner, 2019) dimensions.
Governance  Data-Driven Traditional entity-based regulation is Highlights Institutional
Regulation insufficient; activity-based and data- Theory; institutions must

driven regulation is required. (Zetzsche et
al., 2017)

evolve to maintain

legitimacy.

Fintech Drivers: Mitigating Asymmetry through Alternative Data

The literature consistently demonstrates that the capacity of fintech to drive financial inclusion is rooted in its
ability to dismantle traditional barriers to entry. Rather than merely digitizing existing banking processes,
fintech leverages "technological affordances" specifically digital footprints and alternative data to mitigate the
information asymmetry that historically excluded marginal borrowers. Demirgii¢c-Kunt et al. (2018) provide
robust empirical evidence indicating that digital innovations serve as the primary catalyst for integrating
unbanked populations into the formal financial system.

Complementing this macro-perspective, Jagtiani and Lemieux (2018) elucidate the mechanism of this
expansion, demonstrating that fintech lenders utilize non-traditional data points such as utility payments and
mobile usage history to construct alternative credit scores. This methodological shift allows platforms to assess
creditworthiness with greater granularity, effectively penetrating geographic and demographic segments
traditionally underserved by incumbent banks. Theoretically, these findings support Financial Intermediation
Theory, confirming that technological integration significantly reduces the frictional costs and agency
problems associated with capital allocation

Structural Risks: The Rise of Shadow Banking and Regulatory Arbitrage

Conversely, the analysis reveals that the rapid proliferation of fintech introduces profound structural
vulnerabilities. Buchak et al. (2018) argue that a substantial trajectory of fintech growth is predicated on
"regulatory arbitrage," wherein digital lending platforms function as shadow banks to circumvent the stringent
capital adequacy requirements imposed on traditional depository institutions. This structural migration
effectively displaces financial risk from the regulated banking sector to less transparent environments, creating
pockets of vulnerability that may threaten broader financial stability.

This phenomenon aligns with Regulatory Arbitrage Theory, suggesting that capital flows inevitably migrate
toward sectors with the lowest regulatory friction. Consequently, while fintech expands access, it
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simultaneously bifurcates the market, leaving riskier borrowers concentrated in less regulated digital
portfolios. This creates a "dual-nature" ecosystem where efficiency gains are potentially offset by systemic
fragility if left unmonitored.

Trust and Adoption: Beyond Utility to Privacy and Security

The synthesis of adoption literature indicates that consumer acceptance of fintech extends beyond utilitarian
factors like convenience or speed. Jiinger and Mietzner (2019) suggest that consumer trust is fragile and
functions as a critical currency in the digital economy; their findings indicate that perceived risks regarding
data privacy and cybersecurity are stronger predictors of adoption than technical ease of use. This insight
challenges and extends the traditional Technology Acceptance Model (TAM). In the context of financial
services, the "perceived risk" variable specifically related to data sovereignty and privacy breaches becomes
a dominant determinant. Therefore, the sustainability of the fintech ecosystem is contingent not merely on
technological sophistication but on the institutional maintenance of trust and the assurance of data security.

Governance Dynamics: The Shift to Data-Driven Regulation

Finally, the review highlights a critical consensus regarding the obsolescence of static regulatory frameworks.
Zetzsche et al. (2017) delineate the transition from "Fintech" to "TechFin" and emphasize the "pacing
problem," wherein the velocity of technological innovation systematically outstrips the capacity of regulatory
bodies to formulate appropriate oversight. The literature advocates for a paradigm shift from entity-based
regulation which governs institutions to activity-based and data-driven regulation. This approach requires
regulators to utilize the same technologies as the firms they supervise (RegTech) to monitor market activities
in real-time. Theoretically, this mirrors the postulates of Institutional Theory, which argues that institutions
must structurally evolve to maintain legitimacy and control in a rapidly changing environment. Without such
adaptation, regulatory frameworks risk becoming impediments to innovation or, conversely, failing to prevent
systemic market failures.

Figure 2. Socio-Technical Dynamics of the Fintech Ecosystem: A Dualistic, Trust-Dependent, & Regulated
Process

Figure 2 illustrates how the fintech ecosystem functions not merely as a cluster of technological innovations
but as a complex socio-technical system defined by the interplay of inclusionary drivers, structural risks, and
governance mechanisms. It conceptualises fintech adoption as a dualistic process, where technological
affordances such as alternative credit scoring and digital footprints mitigate information asymmetry to drive
financial inclusion, while simultaneously precipitating new vulnerabilities like regulatory arbitrage and
shadow banking. At the same time, the stability of this ecosystem is equilibrated through adaptive governance
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and institutional trust; data-driven regulation serves to mitigate systemic fragility, while perceived privacy
security enables the sustained adoption necessary for economic development. This system-level perspective
provides a holistic framework for understanding fintech not as a linear progression, but as a managed tension
between innovation-driven efficiency and market stability.

This systematic literature review advances the understanding of digital finance by reconceptualizing fintech
as a socio-technical system rather than a purely functional service enhancement. Synthesizing evidence from
Table 1, the findings demonstrate that the impact of fintech emerges from the dynamic interplay between
technological drivers (e.g., big data analytics), structural risks (e.g., shadow banking), and the moderating
force of adaptive regulation. This perspective challenges earlier techno-centric views that framed fintech
primarily as a mechanism for operational efficiency (Philippon, 2016; Lee & Shin, 2018), and instead situates
it within a complex ecosystem that systematically generates both developmental value and systemic fragility.

Consistent with socio-technical interpretations of financial markets, fintech platforms function as integrated
ecosystems where algorithmic design and institutional rules jointly shape economic outcomes. Evidence from
the reviewed studies illustrates how alternative data utilization, automated underwriting, and mobile
connectivity heighten market participation, liquidity access, and economic empowerment, thereby
accelerating financial inclusion for underserved populations. Fintech lenders intensify these dynamics by
embedding financial services within everyday digital interactions. As demonstrated in Table 1, the reduction
of information asymmetry and transaction costs acts as a powerful mediator that lowers the threshold for credit
access and establishes new norms for digital financial participation (Demirgiig-Kunt et al., 2018; Jagtiani &
Lemieux, 2018).

A critical contribution of this review lies in foregrounding shadow banking and regulatory arbitrage as the
"missing link" in understanding the stability trade-offs of fintech. Findings from the studies show that rapid
fintech expansion often initiates a migration of risk from the regulated banking sector to less transparent digital
lenders—a phenomenon described as "regulatory arbitrage" (Buchak et al., 2018). Algorithmic lending
platforms may amplify these risks by operating outside traditional capital adequacy frameworks, potentially
transforming inclusionary gains into systemic vulnerabilities. This insight reframes fintech not just as a
solution to exclusion, but as a structural reconfiguration of risk that requires constant regulatory calibration
(Zetzsche et al., 2017).

Despite the growing body of research, several theoretical gaps and inconsistencies remain evident. First, there
1s a persistent overemphasis on the developmental benefits of inclusion at the expense of analyzing systemic
structural risks. While inclusion is critical, findings from Table 1 clearly demonstrate that cybersecurity
vulnerabilities, data privacy breaches, and shadow banking dynamics play equally if not more salient roles in
determining the long-term sustainability of the fintech ecosystem (Gai et al., 2018; Gozman & Willcocks,
2019). Second, the literature suffers from inconsistent operationalization of "fintech success," with heavy
reliance on adoption metrics rather than longitudinal measures of financial health or borrower solvency. Third,
existing studies often apply theoretical frameworks such as the Technology Acceptance Model (TAM) or
Financial Intermediation Theory in isolation, underscoring the need for integrated models that simultaneously
account for the technical, institutional, and behavioral dimensions of digital finance.

The review also highlights substantial heterogeneity across regulatory regimes and market contexts. Evidence
indicates that fintech outcomes vary significantly depending on the maturity of the regulatory environment.
In jurisdictions with "regulatory sandboxes," innovation tends to be more aligned with consumer protection,
whereas in unregulated markets, rapid expansion may lead to predatory practices (Degerli, 2019; Zetzsche et
al., 2017). Similarly, the impact varies by technology type; payment platforms tend to foster immediate
inclusion with lower risk, whereas P2P lending platforms introduce complex credit risks that require
sophisticated oversight. These findings underscore the importance of cross-jurisdictional comparisons in
advancing a more nuanced understanding of optimal fintech governance.

Integrating Institutional Theory with Behavioral Economics represents a promising avenue for future research.
At the macro level, researchers should examine how regulatory evolution and institutional trust shape the
trajectory of "TechFin" giants. At the micro level, the behavioral drivers of trust, privacy perception, and
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algorithmic acceptance warrant deeper qualitative exploration (Jiinger & Mietzner, 2019). Embedding these
factors within integrative frameworks can provide a more holistic explanation of how digital finance
propagates through economic systems to produce both inclusion and instability.

The findings also raise critical ethical and regulatory concerns. Data-driven fintech is frequently associated
with the opacity of "black box" algorithms, potential bias in credit scoring, and the commodification of private
user data (Gozman & Willcocks, 2019). The amplification of shadow banking activities further intensifies
systemic risks by potentially bypassing consumer protection laws designed for traditional banks. These
concerns point to the need for stricter data sovereignty regulations, updated consumer protection policies
targeting digital predatory lending, and "smart regulation" that utilizes technology (RegTech) to monitor
market activities in real-time (Anagnostopoulos, 2018; Virdi, 2022).

Finally, emerging technologies are poised to reshape the fintech landscape in profound ways. Artificial
Intelligence (AI), Decentralized Finance (DeFi), and increasingly sophisticated machine learning models may
further blur the line between efficient intermediation and algorithmic discrimination. While these innovations
offer opportunities to refine risk assessment, they may also reinforce systemic biases if not properly governed.
Collectively, these developments reinforce the urgency of rethinking fintech as a socio-technical phenomenon
that demands integrated theoretical, managerial, and policy-oriented responses to balance the dual imperatives
of innovation and stability.

CONCLUSIONS

This systematic literature review set out to examine the dualistic nature of Financial Technology (Fintech),
analyzing its capacity to drive financial inclusion while simultaneously precipitating systemic risk.
Synthesizing evidence across four thematic domains, the review demonstrates that fintech has evolved from a
peripheral operational innovation into a foundational socio-technical architecture within the global financial
system. Digital platforms actively democratize access through alternative credit scoring, algorithmic
underwriting, and mobile connectivity, effectively dismantling traditional barriers for underserved
populations. However, the analysis reveals that this expansion engenders a parallel financial structure often
operating as shadow banking where regulatory arbitrage and data opacity introduce new forms of market
fragility.

A central contribution of this review lies in the reconceptualization of fintech as a "double-edged" socio-
technical system. The findings indicate that the very mechanisms driving inclusion such as frictionless digital
onboarding and rapid credit disbursement are inextricably linked to structural vulnerabilities, including data
privacy breaches, cybersecurity threats, and consumer over-indebtedness. This integration highlights that
fintech adoption should be understood not merely as a metric of economic development, but as a complex
trade-off between efficiency and stability that is heavily contingent upon institutional trust and the maturity
of adaptive governance frameworks.

The review also identifies persistent gaps in existing research, notably the theoretical fragmentation between
development-oriented studies focusing on inclusion and stability-oriented literature emphasizing risk. There
is a marked reliance on cross-sectional adoption studies, with limited attention paid to the longitudinal impact
of digital credit on borrower solvency or the long-term macroeconomic effects of unbundled financial services.
Addressing these gaps requires integrative theoretical frameworks that combine institutional theory with
behavioral economics, as well as methodological approaches capable of capturing the evolving interplay
between technological innovation and regulatory response.

Moreover, the findings raise significant ethical and regulatory concerns related to the "black box" nature of
algorithmic decision-making, the commodification of personal data, and the potential for predatory lending in
unregulated digital spaces. These challenges underscore the critical necessity for "smart regulation”
approaches, such as regulatory sandboxes, which can actively monitor market activities and enforce consumer
protection without stifling the momentum of digital innovation.
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Overall, this review advances the field by framing fintech governance as a dynamic equilibrium between
promoting access and ensuring security. By offering a coherent synthesis and a forward-looking research
agenda, the study provides a robust foundation for future scholarship and informs policymakers seeking to
harness the developmental potential of digital finance while mitigating its systemic perils.

LIMITATION & FURTHER RESEARCH

Although this systematic literature review provides a comprehensive synthesis of the dual nature of financial
technology regarding financial inclusion and systemic risk, several limitations must be considered when
interpreting its findings.

First, the review is restricted to peer-reviewed English-language journal articles published in reputable
international outlets between 2015 and 2024. While this criterion ensures academic rigor and global relevance,
it may exclude valuable insights from vernacular publications, regional policy reports, and grey literature that
often capture context-specific nuances in developing economies. Consequently, the review may
underrepresent unique regulatory or cultural dynamics present in non-English speaking markets where fintech
adoption is accelerating.

Second, the rapid evolution of digital financial business models introduces a temporal limitation. Findings
related to early-stage fintech iterations, such as basic Peer-to-Peer (P2P) lending, may require re-evaluation in
the context of emerging decentralized finance (DeFi) architectures. This technological volatility implies that
current regulatory conclusions may eventually lag behind the next wave of disruptive financial innovations.

Third, a significant portion of the included literature relies on cross-sectional or conceptual analyses rather
than longitudinal data. This methodological predominance limits the ability to draw definitive causal
inferences regarding the long-term impact of fintech adoption on household solvency or macroeconomic
stability, potentially obscuring the delayed effects of credit expansion.

Building on the identified limitations, several promising directions for future research can be proposed. First,
scholars are encouraged to adopt longitudinal and panel-data research designs to capture the long-term
economic trajectories of fintech users. Specifically, future inquiries should examine whether access to digital
credit leads to sustainable wealth creation or precipitates long-term debt traps. Such designs would allow for
a more nuanced understanding of borrower solvency beyond immediate consumption effects.

Second, future research should prioritize comparative cross-jurisdictional analyses to evaluate the efficacy of
divergent regulatory frameworks. Comparing outcomes between strict data protection regimes (e.g., EU
GDPR) and more flexible "regulatory sandbox" approaches would provide empirical evidence on optimal
governance structures. This line of inquiry is essential for identifying best practices that balance innovation
incentives with consumer protection across different institutional contexts.

Third, there is a critical need to investigate the ethical dimensions of algorithmic decision-making, particularly
the "black box" nature of alternative credit scoring. Future studies should rigorously audit these algorithms to
ensure they do not replicate or amplify offline socioeconomic biases in the digital realm. Research in this area
would fundamentally alter the understanding of digital fairness and necessitate new ethical guidelines for
artificial intelligence deployment in finance.

ACKNOWLEDGMENTS

The authors would like to express their sincere gratitude to all individuals and institutions who contributed to
the completion of this study. Their valuable support, insights, and encouragement were greatly appreciated
throughout the research and writing process.

Declarations

Page 4856
www.rsisinternational.org


http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijrsi
https://rsisinternational.org/journals/ijrsi

INTERNATIONAL JOURNAL OF RESEARCH AND SCIENTIFIC INNOVATION (IJRSI)
ISSN No. 2321-2705 | DOI: 10.51244/1JRSI |Volume XIII Issue VII July 2026

Author Contribution : IS : Writing-Original Draft, Methodology, and Formal analysis; IAK: Methodology and
Formal analysis, WA : Review and Editing; IW : Writing and Editing; LNW: Formal analysis , Validation and
Supervision;

Funding Statement : No Funding.
Conflict of Interest : The authors declare no conflict of interest.

Declaration of AI Use : This paper was assisted by Al tools, including ChatGPT for translation, text
refinement, and coherence enhancement, as well as Grammarly for proofreading. These tools were used to
improve readability and adherence to academic standards. The authors are fully responsible for the content
and interpretations presented.

Additional Information : Additional information is available for this paper.

REFERENCES

1. Buchak, G., Matvos, G., Piskorski, T., & Seru, A. (2018). Fintech, regulatory arbitrage, and the rise of
shadow banks. Journal of Financial Economics, 130(3), 453-483.
https://doi.org/10.1016/j.jfineco.2018.03.011

2. Chen, M. A., Wu, Q., & Yang, B. (2019). How valuable is fintech innovation? Review of Financial
Studies, 32(5), 2062-2106. https://doi.org/10.1093/rfs/hhy130

3. Claessens, S., Frost, J., Turner, G., & Zhu, F. (2018). Fintech credit markets around the world: Size,
drivers and policy issues. BIS Quarterly Review, September, 29—49.

4. Degerli, K. (2019). Regulatory challenges and solutions for fintech in emerging markets. Procedia
Computer Science, 158, 929-937. https://doi.org/10.1016/j.procs.2019.09.133

5. Demirgii¢-Kunt, A., Klapper, L., Singer, D., Ansar, S., & Hess, J. (2018). Measuring financial inclusion
and the fintech revolution. World Bank Economic Review, 34(SI1), SI-SI3.
https://doi.org/10.1093/wber/1hz013

6. Frost, J., Gambacorta, L., Huang, Y., Shin, H. S., & Zbinden, P. (2019). BigTech and the changing
structure of financial intermediation. Economic Policy, 34(100), 761-799.
https://doi.org/10.1093/epolic/eiaa003

7. Gai, K., Qiu, M., & Sun, X. (2018). A survey on FinTech. Journal of Network and Computer
Applications, 103, 262-273. https://doi.org/10.1016/j.jnca.2017.10.011

8. Gomber, P., Koch, J. A., & Siering, M. (2017). Digital finance and FinTech: Current research and future
research directions. Journal of Business Economics, 87(5), 537-580. https://doi.org/10.1007/s11573-

017-0852-x
9. Gozman, D., & Willcocks, L. (2019). The emerging cloud dilemma: Balancing innovation with cross-
border  privacy  regulations. Journal of  Business Research, 97, 235-256.

https://doi.org/10.1016/j.jbusres.2018.06.006

10. Jagtiani, J., & Lemieux, C. (2018). Do fintech lenders penetrate areas underserved by traditional banks?
Journal of Economics and Business, 100, 43—54. https://doi.org/10.1016/j.jeconbus.2018.03.001

11. Jiinger, M., & Mietzner, M. (2019). Banking goes digital: The adoption of FinTech services by
households. Finance Research Letters, 34, 101260. https://doi.org/10.1016/}.1r1.2019.08.008

12. Kitchenham, B., & Charters, S. (2007). Guidelines for performing systematic literature reviews in
software engineering. Information and Software Technology, 45(1), 1051-1065.

13. Lee, I., & Shin, Y. J. (2018). Fintech: Ecosystem, business models, investment decisions, and challenges.
Business Horizons, 61(1), 35-46. https://doi.org/10.1016/j.bushor.2017.09.003

14. L1, Y., Spigt, R., & Swinkels, L. (2017). The impact of FinTech start-ups on incumbent retail banks.
Journal of Financial Stability, 33, 1-14. https://doi.org/10.1016/].jf5.2017.10.006

15. Martin, K. (2019). Ethical implications and accountability of algorithms. Journal of Business Ethics,
160(4), 835-850. https://doi.org/10.1007/s10551-018-3921-3

16. Milian, E. Z., Spinola, M. M., & Carvalho, M. M. (2019). FinTechs: A literature review and research
agenda. Electronic Commerce Research and Applications, 34, 100833.
https://doi.org/10.1016/j.elerap.2019.100833

Page 4857
www.rsisinternational.org


http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijrsi
https://rsisinternational.org/journals/ijrsi

INTERNATIONAL JOURNAL OF RESEARCH AND SCIENTIFIC INNOVATION (IJRSI)
ISSN No. 2321-2705 | DOI: 10.51244/1JRSI |Volume XIII Issue VII July 2026

17.

Mittelstadt, B. D., Allo, P., Taddeo, M., Wachter, S., & Floridi, L. (2016). The ethics of algorithms:
Mapping the debate. Big Data & Society, 3(2), 1-21. https://doi.org/10.1177/2053951716679679

18. Ozili, P. K. (2018). Impact of digital finance on financial inclusion and stability. Borsa Istanbul Review,
18(4), 329-340. https://doi.org/10.1016/j.bir.2017.12.003

19. Philippon, T. (2019). On fintech and financial inclusion. Journal of Financial Intermediation, 40, 1-15.
https://doi.org/10.1016/j.j£1.2019.100833

20. Stulz, R. M. (2019). FinTech, BigTech, and the future of banks. Journal of Applied Corporate Finance,
31(4), 86-97. https://doi.org/10.1111/jact. 12378

21. Tang, H. (2019). Peer-to-peer lenders versus banks. Review of Financial Studies, 32(5), 1900-1938.
https://doi.org/10.1093/rfs/hhy 137

22. Thakor, A. V. (2020). Fintech and banking: What do we know? Journal of Financial Intermediation, 41,
100833. https://doi.org/10.1016/.jf1.2019.100833

23. Tranfield, D., Denyer, D., & Smart, P. (2003). Towards a methodology for developing evidence-
informed management knowledge. British Journal of Management, 14(3), 207-222.
https://doi.org/10.1111/1467-8551.00375

24. Virdi, J. (2022). Algorithmic bias and ethical risks in fintech lending. AI & Society, 37(4), 1351-1363.
https://doi.org/10.1007/s00146-021-01288-5

25. Vives, X. (2019). Competition and stability in modern banking. International Journal of Industrial
Organization, 64, 55—69. https://doi.org/10.1016/j.1jindorg.2018.08.011

26. Zetzsche, D. A., Buckley, R. P., Arner, D. W., & Barberis, J. N. (2017). From fintech to techfin: The
regulatory challenges of data-driven finance. Journal of Financial Regulation, 3(1), 114-146.
https://doi.org/10.1093/jfr/£jx002

27. Zhang, B., Wardrop, R., Ziegler, T., Lui, A., & Burton, J. (2018). Global alternative finance market
benchmarking report. Journal of Financial Regulation, Supplement, 1-27.

Page 4858

www.rsisinternational.org


http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijrsi
https://rsisinternational.org/journals/ijrsi

