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Explosion in the size of the fintech industry and amount of financing poured into it has
caught the attention of media and researchers. While the relationship between fintech
companies and financial incumbents has been studied, less is known about the efforts big
technology firms are making in the financial services sector. The purpose of this thesis is
to explore how fintech companies are perceiving the emergence of techfin companies, and
how will this affect the industry. Through a literature review, analysis of the results of eight
semi-structured interviews with management of fintech companies as well as the analysis
of secondary sources, techfin characteristics, industry uncertainties and implications for
fintechs are detected. The study finds that techfin entry is largely welcomed by fintechs
and regulations. The entry is expected to happen over a period of time during which techfins
will test solutions while staying out of the regulatory environment. Techfins are believed
to cause industry reformation once they enter the sector with momentum. The future
landscape will require emotional intelligence to rethink business models and open up to
partnerships. There is no set way to win in the future landscape, and a lot of variety in the
partnership play between techfins, fintechs and incumbents is expected to be seen as the
‘who does what’ of the ecosystems is being explored. What is evident is that techfins will
have great force in entering the sector, and fintechs will be a part of the entry.
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Fintech-yritysten määrän ja sijoitusten räjähdysmäinen kasvu on kiinnittänyt niin median
kuin tutkijoidenkin huomion. Fintech-yritysten vaikutusta finanssialan perinteisiin
toimijoihin on tutkittu laajasti, mutta suurten teknologiafirmojen liikkeistä finanssialalla
tiedetään vähemmän. Työn tavoitteena on tutkia millaisena techfin yritykset ja heidän
ilmestymisensä finanssialalle nähdään fintech yritysten näkökulmasta. Ensisijaisena
tutkimusaineistona toimi kahdeksan haastattelua fintech-yritysten edustajien kanssa.
Näiden analyysin avulla tunnistettiin Techfin-yritysten ominaisuudet, alan epävarmuudet
ja seuraukset fintech-yrityksille. Tutkimuksen mukaan techfin-yritysten ilmestyminen
finanssialalle on toivottua niin fintech-yritysten kuin regulattoreidenkin puolesta.
Markkinoille tulon uskotaan tapahtuvan vaiheittain alkuperäistä pidemmän ajan kuluttua,
jota ennen techfin-yritykset testaavat ratkaisujaan astumatta alan sääntelyyn. Vaikutusten
odotetaan olevan alaa mullistava kun techfin-yritykset alkavat ottamaan isompia
harppauksia finanssialalla. Alalla toimiminen tulevaisuudessa tulee vaatimaan
tunneälykkyyttä muuttaa liiketoimintamalleja ja olla avoin kumppanuuksille. Ei ole yhtä
tiettyä tapaa voittaa tai hävitä, ja odotettavissa on monia erilaisia kumppanuusmalleja
techfin-yritysten, fintech-yritysten ja pankkien välillä kun ekosysteemissä selvitetään kuka
hoitaa minkä osion arvoketjusta. On kuitenkin selvää että techfin-yritysten tulolla
finanssisektorille tulee olemaan mullistavia vaikutuksia, ja että fintech-yritykset tulevat
ennemmin olemaan osa techfin-yritysten astumista finanssialalle kuin suora kilpailija.
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1

INTRODUCTION

Fintech is transforming the financial services industry from the way we bank to the way we
understand money. Using technology to design and deliver financial services, fintech
companies have been gaining traction through consumer centric value proposition, intuitive
experience with easy onboarding, and simple product constructs (Gulamhuseinwala et al
(2015). The possibilities of financial technology have generated increasing interest in the
fintech phenomena among research, industry and media. The rise of interest and opportunity
in the sector is indicated by global investments – VC investments increased from $3.8 billion
in 2013 to $14.3 billion in 2015, and after falling in 2016, 2017 showed a new record at
$16.6 billion (CB Insights, 2018a). Global VC investments for 2018 reached yet another
record of $36.6 billion (Innovate Finance, 2018). Innovations stemming from technological
advancements have fundamentally transformed industries like publishing, retail and
transport – and now they are revolutionizing financial services. Fintech today is typified by
startups innovating to offer a customer experience unlike what traditional financial
institutions have been known to offer. However, as established technology companies such
as Amazon, Google, Facebook, Apple, Alibaba and Tencent have taken steps to offer
financial services for example in payments and lending, they are believed to change the
financial services landscape for both fintech startups and incumbents. These established
technology firms offering financial products in addition to their core business are referred to
as techfins.
While the fintech revolution seems to have started a few years ago, the emergence of fintech
is believed by many to have been preceded by a long history of financial technology (Alt et
al, 2018; KPMG, 2017), such as the early steps of using technology to deliver financial
services: using telegraphs to communicate financial information in the 19th century,
launching the first ATM in 1967, and introducing online account services with the rise of
internet in the 90s (Arner et al, 2015). The term fintech however was not used at the time to
describe these instances. Google Trends report shows worldwide search interest for fintech
to have started to increase in 2014. On a scale of 0-100 representing search interest relative
to the peak popularity, the interest in the term fintech has increased from 3 in 2014 to 100 in
2018 (Google, 2018a). As an opposite view of seeing fintech as a latest iteration of financial
services evolution, it has been suggested (Brummer and Yadav, 2018) that fintech is a
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phenomenon different to the earlier iterations of innovation for utilizing new forms of data,
automated operational systems, and companies focusing on narrow areas of financial
services. What however is commonly agreed upon is the fact that the 2008 financial crisis
was a catalyst to the change that prompted the rise of fintech companies.
The 2008 global financial crisis led to a shift in consumer mentality as the public lost trust
in the banking system. While banks were evaluating their operations to meet the postfinancial crisis regulations, fintech startups responded to the newly risen demand for better
services with solutions using emerging technology (Arner et al, 2015). This marked the
beginning of the current fintech phase – fintech companies offering financial services as an
alternative to traditional financial institutions. Technologies driving the fintech revolution
further were e-finance, internet, social networking, social media, artificial intelligence, and
big data analytics (Lee & Shin, 2018). In the order of biggest impact first, technologies
expected to impact banking in 2019 are open application programming interfaces (APIs),
artificial intelligence (AI), conversational interfaces, cloud processing, mobility and
wearables, robotic process automation, internet of things, blockchain, quantum computing
as well as augmented and virtual reality (Efma and EdgeVerve Systems Limited, 2018).
Technology advancements have enabled both fintech startups and banks to serve customers
without investments in brick and mortal (Jagtiani and Lemieux, 2018). Despite the fact that
incumbents are changing, they are constrained by traditional structure and legacy making
innovation process hard and timely to implement (Nicoletti, 2017). The fast, iterative design
process of fintechs has enabled them to address the inefficiencies of traditional financial
institutions (Nicoletti, 2017); not just by offering better service but also serving customers
that have been underserved or unserved by incumbents (Jagtiani and Lemieux, 2018;
Temelkov, 2018) by taking advantage of technology and opportunity to serve these
customers profitably.
Lee and Shin (2018) suggest that the fintech ecosystem is made up of five elements; fintech
startups, technology developers, government, financial customers and traditional financial
institutions. In order to stay competitive, it is necessary for financial firms to find ways to
leverage and/or invest in fintech (Lee & Shin, 2018). Evidence of this can be seen as
incumbents are doing fintech – for example in UK Barclays has a Fintech accelerator
(Barclays, n.d.), Metro Bank teamed up with Personetics to develop a money management
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app (Metro Bank, 2018) and Royal Bank of Scotland is launching a challenger bank of its
own (Smith, 2018). The latest players in the space are techfin companies, also referred to as
non-financial services (FS) digital players, big tech, GAFAM (Google, Apple, Facebook,
Amazon, Microsoft) or – as there seems to not be consensus on the acronym being used –
FAAMG, GAFMA, GAFA (Google, Apple, Facebook, Amazon) or GAFAA (Google,
Apple, Facebook, Amazon, Alibaba) and BAT (Baidu, Alibaba, Tencent) moving towards
offering financial services with a high level of customer service enabled by the vast amount
of customer data they hold (Accenture, 2016). It is safe to say that banks have competitors
like never before as more and more people are choosing to trust fintech startups and
technology giants over traditional financial institutions.
Albeit the fintech revolution globally is driven by higher customer expectations and
emerging technologies, the ecosystem in different parts of the world is different in terms of
infrastructure, data usage and regulation for fintech. For a country, region, city or a narrower
location inside a city to become a successful fintech hub, talent, capital, demand and growth
enabling policy and regulation is needed (Brett, 2017). Besides US and UK, the homes the
two global financial centers leading the Global Financial Centres Index (Yeandle and
Wardle, 2018), fintech innovation activity is spread amongst other fintech centers.
Evaluating indicators across fintech industry, consumer experience and ecosystem, Sinai
Lab from Academy of Internet Finance, Zhejiang University (2018) found Yangtze River
Delta, Silicon Valley, Greater Beijing, Greater London, Guangdong-HK-Macau Region and
Greater New York to represent the top six global fintech hubs in the Global Fintech Hub
Index 2018, whereas the 2018 Global Fintech Ranking based on PEST-approach conducted
by the Institute for Financial Services Zug (IFZ) of the Lucerne University of Applied
Sciences ranked the top six fintech hubs as Singapore, Zurich, Geneva, London, Amsterdam
and Toronto (Thomson Reuters, 2018). Interim Hub Review by Deloitte (2017) calculated
hub index scores indicating the likelihood of Fintech growth, and hubs coming out on top
were Singapore, London, New York, Silicon Valley, Chicago and Hong Kong. While there
are global hubs such as UK and USA where fintech activity took off early, and hubs like
China where phenomenal growth is being achieved, there is an abundance of countries rising
up to the fintech map demonstrating that fintech is a global phenomenon.
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Main findings from reports assessing global fintech activity (KPMG, 2017; Deloitte, 2017;
Brett, 2017; H2 Ventures and KPMG, 2017) consistently feature Europe, USA and Asia.
Some of the distinctive features and current trends in fintech hubs in these areas are
summarized here. In Europe, the fintech scene in UK benefits from large financial markets
in London (KPMG, 2017). While there are many emerging European hubs, UK specifically
has become a posterchild for regulatory environment where fintech collaboration is fostered
through accelerators, international agreements and sandbox environment (Brett, 2017). 2018
brought open banking to Europe as two new pieces of EU regulation handing customers the
control of their data came to force – General Data Protection Regulation (GDPR) and
Payment Services Directive (PSD2) (Brett, 2017). Open banking regulation is in
implementation or being investigated in other countries beyond Europe as well. In USA, the
lack of coherent regulation is seen as a challenge for fintech companies (Deloitte, 2017).
New York as a financial center and Silicon Valley as a technology and innovation center are
nevertheless attracting large amounts of capital (KPMG, 2017). Asian fintech scene is
growing rapidly boosted by developments in regulatory environment (Deloitte, 2017),
government initiatives and number of VC investors (KPMG, 2017). China is a global leader
in fintech adoption with its huge population of tech savvy people underserved by the less
developed banking industry (KPMG 2017), the same factors explain why European fintechs
are looking to expand in Asia (Dunkley, 2018). The fast growth of fintech in China is
demonstrated by Chinese fintech firms representing half of the top 10 fintech companies on
the 2017 Fintech100 list featuring companies driving disruption (H2 Ventures and KPMG,
2017). In Singapore fintech companies have access to a large financial services market as
the attitude towards traditional financial institutions is more collaborative than competitive
(KPMG 2017). It is important to note that fintech activity is not limited to the hubs
mentioned, but the exact opposite is seen; new hubs are emerging beyond the proximity of
financial centers all over the world, showing the potential of conventionally unserved
markets.
1.1

Research gap

Explosion in the size of the fintech industry and amount of financing poured into it has led
to media interest with ominous predictions for the banks. Gloomy indeed, Gartner (2018)
released a press release suggesting that 80% of banks will disappear by 2030. Disruptiveness
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of fintech and the relationship between fintechs and banks have received attention by
researchers (e.g. Ashta and Biot-Paquerot, 2018; Pollari, 2016; Temelkov, 2018; Zalan and
Toufaily, 2017) as well, with the general ambient developing from competitive to
collaborative. While many are focusing mainly on the influence of fintech startups on banks,
the emergence of big technology companies in the financial services space has been noted
(e.g. Gurdgiev, 2016; Zetzsche et al, 2017). However, little research addresses the effect
techfin entry will have on the success factors and strategies of fintechs. With consumers
open to trust their finances with tech giants (Bain & Company, 2017), who are known for
offering the high levels of personalisation and convenience customers have come to expect
(Accenture, 2016; Capgemini et al, 2018), there is little doubt techfin will make its mark on
the financial services landscape.
1.2

Objective and research questions

The purpose of this research is to provide insights from the fintechs’ point of view on how
the entering of established technology firms in financial services sector is perceived, and
how fintech firms see themselves as parts of financial market value chain. Critical success
factors leading to successful implementation of fintech solutions in the financial services
sector will be explored, as well as the changes fintech companies are expecting with the
emergence of techfins. To meet the objectives mentioned above main research question is
framed:
How are established technology companies such as GAFAM and BAT
characterized in respect of entering the financial services sector, and how are they
affecting the value creation strategies and success factors of fintech companies?
In order to answer the main research question, the following sub questions were poised:
RQ1. How are techfin companies characterized in respect of entering the financial
services sector?
Understanding the strategic behaviour of technology giants entering the financial services
space highlights the changes in the fintech landscape. Established technology firms do not
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fit the role of a small and poorly resourced new entrant, and the behaviour of these firms is
one of the big uncertainties that could have major effects on the future of financial services.
RQ2. How does the emergence of techfin companies affect the way fintech companies
are provisioning their offerings?
After gaining an understanding of the behaviour of established technology firms in the
financial services sector, it is explored from the perspective of fintech companies. The aim
is to gather insights from fintechs on how they believe big technology firms to affect their
critical success factors and customer value proposition.
The topic is studied through the theoretical lenses of critical success factors first introduced
by Rockart (1979) and later applied in the context of fintech by Nicoletti (2017), as well as
threat of new entry as introduced by Porter (1979) in his model of five forces. By answering
the research question this thesis aims to shed light on the strategic behavior of non-FS digital
players, assess the current view of disruptiveness of fintech, and examine how fintech
companies are adapting to techfin entering the market.
1.3

Structure of the report

The thesis unfolds as follows. The following chapter, chapter 2, provides an overview on
fintechs changing the financial services sector as well as on what is known about techfins.
Critical success factors and threat of new entrants are introduced as theoretical lenses for
studying the topic and a theoretical framework is outlined. The methodological choices can
be found in chapter 3, which is followed by a results chapter, chapter 4, including results of
the analysis of the conducted interviews. The final chapter shares conclusions, limitations
and suggestions for further research.
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2

LITERATURE REVIEW

This chapter provides an overview of the ways fintech as a phenomenon is changing the
financial services business model. Unbundling, disintermediation, democratization,
decentralization and entering of established technology firms rise as common themes from
the literature in how the financial services landscape is changing. Finally, critical success
factors and threat of new entrants are introduced as theoretical lenses for studying the topic
and a theoretical framework is outlined.
2.1

Unbundling finance and disintermediation of traditional financial institutions

Fintech startups emerging after the financial crisis did not set out take over the entire
financial services supply chain, but instead have been targeting distinct slivers of the
business model of traditional financial services providers (Brummer and Yadav, 2018), such
as lending, banking and payments. Majority of the research on financial technology has
accordingly focused on a specific technology or category, resulting in several strands of
literature on fintech potential in a specific sector. For example, Kang (2018), Du (2017),
Jagtiani and Lemieux (2018) and Ge et al (2017) studied the phenomena with a focus on
banking, Gatteschi (2018) and Riikkinen et al (2018) on insurance, and Levine and Mackey
(2017) as well as Jung et al (2018) on asset management. A brief overview of recent literature
addressing these strands is given below.
The research on payments enabled by financial technology cover topics such as mobile and
online payments. As with any financial service, security is an indispensable requirement for
the service. Security has been discussed by many authors in regard to mobile payments.
Kang (2018) summarized security challenges for mobile payments, whereas Pal et al (2017)
and Du, M (2018) proposed algorithms for safe mobile transactions using biometrics.
Research on security and privacy issues carries through the literature strand, as the same
theme is apparent in for example online payments as well (Cardoso and Martinez, 2018;
Song et al, 2017). Many authors have taken a consumer perspective and consumer behavior
concerning mobile payments, reporting causal relationships between payment culture,
security measures and positive attitude towards mobile payment use (Fan et al, 2017) as well
as a relationship between use of mobile payments and overall spending (Meyll and Walter,
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2018). Perspective of financial institutions was taken by Du, K. (2017) suggesting that
financial institutions with performance gaps, superior IT capabilities and industrial pressures
are more likely to participate in mobile payments ecosystem.
Much of recent publications falling into the strand of financial technology literature focusing
on lending discuss peer-to-peer (P2P) lending platforms, where individuals lend money
without a traditional financial intermediary, and AI applications in credit scoring. Analysis
of credit scoring literature (Onay & Öztürk, 2018) indicates that credit scoring is moving
towards non-traditional data sources such as social media and other digital footprints. Nontraditional data sources are utilized by fintech startups in assessing creditworthiness of
borrowers (Ge et al, 2017) making it possible for people not considered creditworthy by
traditional methods to get credit (Onay & Öztürk, 2018). Alternative lending with
underserved by banks is also explored. Jagtiani and Lemieux (2018) suggest alternative
lending by fintech can fill credit gaps in areas underserved by traditional financial
institutions, with Ahmed et al (2015) as well as Temelkov and Samonikov (2018) and
stressing the importance of alternative financing for SMEs as means to improve economic
development.
Big data, AI and blockchain are enablers of many fintech innovations, the use of which in
investments and insurance as well is evident from the literature. Recent literature on
investments has noted the rise of robo-advisors, automated digital investment advisors that
cut out the middleman (Beyer, 2017; Levine and Mackey, 2017; Jung et al, 2018). Innovation
tends to precede regulation, and Strzelczyk (2017) addresses this in the context of roboadvisors, arguing that without additional regulation and guidance the opportunity for losses
for investors is growing. Levine and Mackey (2017) observe algorithms and automation as
a force that can indeed replace people in some aspects – generally as well as regarding
investment advice – and recommends they are granted to take over tasks where computer
performance is superior to humans, shifting human focus to services computers cannot do
well. To cover the consumer side of the matter, Jung et al (2018) studied the design of roboadvisory to advance consumer adoption. A term constructed much like fintech, the branch
of fintech offering technology innovations in the insurance space is called insurtech.
Analysis of blockchains’ adoption in the insurance sector (Gatteschi, 2018) shows beneficial
use cases to exist in data entry, identity verification, fraud prevention, P2P insurance, smart
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contracts and pay-per-use insurance. The applications mentioned first are considered to be
lower-risk, whereas adoption of applications making up the end of the list require thorough
evaluation of business goals and industry. AI powers many insurtech applications, one of
them being chatbots. Riikkinen et al (2018) found that chatbots act in four different roles in
insurance depending on the usage of AI and customer data, as well as the amount of support
in customer’s value creation; infodesk, intelligent, butler and life coach. The authors expect
the development of AI to challenge the traditional customer-service interaction even further.
In addition to banking, insurance, asset management and subsectors inside these areas,
fintech startups have emerged in cross-industry segments offering for example business-tobusiness (B2B) solutions in financial analysis, automation of financial processes,
authentication and regulatory compliance. Fintech companies focusing on facilitating
regulatory compliance and offering solutions for security through technology are a subgroup
of fintech called regtech. Both regtech and earlier mentioned insurtech are attracting
investments in increasing amounts due to regulatory complexities. (KPMG, 2017.)
The different strands of literature presented above give an idea of the abundance of fintech
solutions reconstructing the financial services sector. Further examples of fintech solutions
companies are offering today are born-digital banks, using big data to provide tailored
services, AI for fraud detection or regulatory compliance (regtech), P2P lending platforms,
biometrics for security, AI-powered autonomous checkout, social media based online
scoring to determine credit capability, alternative lending for small and medium-sized
enterprises (SMEs), robo-advisors offering automated investment advice and blockchain
applications for example in payments, share trading and smart contracts. Moving from
incumbents acting as a one-stop-shop for all financial products to having fintech companies
offering products with high specialization on a certain niche of banks’ services, the financial
services industry is unbundling – a trend that has been seen in many industries. However,
evidence of fintech startups rebundling services has been observed, meaning that fintech
companies are offering not one, but multiple products (Lee and Low, 2018). Rebundling is
seen to pose a bigger threat for banks as compared to unbundling, as fintech startups will
build more success stories around their core product (Schaus, 2016). An example of fintech
company re-bundling financial services is payment fintech Square, who is looking for
growth by building full-service ecosystems with new products for both merchants and
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consumers (CB Insights, 2018b). Consumers and businesses are now able to pick a service
from a provider of their selection, forcing banks to rethink their business models (Pollari,
2016) to avoid being disintermediated as the more expensive and slow players (Gomber et
al, 2018).
2.2

Democratization of finance

The previous subchapter presented the many ways fintech startups set out to deliver better
financial services and disintermediate the incumbents. Fintech companies are also tackling
banks’ long-standing issues like high costs and access barriers to improve financial inclusion
and reach these new markets. Financially underserved people do not have access to
traditional financial services.
Access to financial services enable people to receive and send money with lower costs,
improve income potential and accumulate savings. Most of the 1.7 billion unbanked adults
live in developing countries, with the likelihood that the underbanked represent the poorer
households of the economy. However, there are underserved segments in the population of
developed economies as well, for example in UK, accessibility to facilities has suffered from
closing branches and insufficient skills to use digital services, there is a lack of offering for
non-standard products, and people face difficulties from not having past records demanded
by banks to access certain services (KPMG, 2017). Not having enough money to use an
account is cited as the most common reason for not having one, other main reasons having
to do with cost, distance, lack of trust and documentation. (Demirguc-Kunt et al, 2018.)
With two-thirds of underbanked owning a mobile phone, there is a lot of potential for
financial technology to eliminate the reasons people are unbanked (Demirguc-Kunt et al,
2018). Indeed, progress done to improve financial inclusion relies heavily on digital
technologies enabling financial services to be accessible through apps and internet
(Demirguc-Kunt et al, 2018; Boshkov, 2018). Studies have shown use of fintech to help
overcome barriers of cost and distance in accessing financial services, and the increased
financial inclusion to have a positive effect on sustainable economic development (e.g.
Wolbers, 2017). This is done by the innovative ways fintech companies are provisioning
their offerings to be able to offer them with lower prices and the developments of alternative
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solutions to bank accounts, credit scoring and funding for SMEs (KPMG, 2017). For fintech
to really rise to the challenge and improve financial inclusion, collaboration between public,
private and non-profit sectors is needed (Gorham and Dorrance, 2017).
2.3

Security and compliance in financial services

While it was lack of trust in traditional financial companies after the 2008 financial crisis
that allowed fintech startups to gain traction in the first place, incumbents have still had the
advantage of long roots and associated security (KPMG, 2017). However, evidence shows
(Bain & Company, 2017; Wyman, 2016) that customer trust in non-bank financial
institutions is growing. The value proposition of fintech startups was built around customer
centricity from the very beginning and transparency has been a big part of their business
model. Analysis of fintech companies’ revenue models (Oliver Wyman and Omidyar
Network, 2018) reveals that fintech companies are not just focusing on fee and product
transparency, but on creating value clarity. Transparency is partly increased by access
enabled by technology, and technological advancements like distributed ledger technology
(DLT) have promise to increase transparency not just in financial sector (PRNewswire,
2017) but other supply chains as well (MH&L, 2018).
2.4

Changing business models

Ebert (2009) found that for trust in the banking industry is built trough reputation and
security. Banks have traditionally acted as the trusted middle man in financial services
interactions, but decentralized technologies like blockchain used by fintech companies are
eliminating the need for a central player (Clippinger, 2016). Increasing number of
decentralized ecosystems are emerging and blockchain is enabling these by replacing the
middleman as a conveyor of trust and providing a secure, private and accountable way to
interact (SibosTV, 2018). With these decentralized ecosystems no one company owns the
end-to-end customer experience, but each service provider represents a part of the financial
services value chain.
This interconnected financial services economy is also described with the term banking-asa-service (BaaS) (Cavallo, 2017). As an example, challenger bank Starling opened its APIs
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(Application Programming Interface) for organisations to offer financial services through
Starling’s white label services (Starling Bank, 2018). White-labelling solutions for
incumbents to implement under their own brand has been the preferred way to collaborate
with traditional financial institutions from the fintech start-ups’ point of view (Capgemini et
al, 2018). Marketplaces and platforms where consumers can pick and piece together the
financial services of their choice are emerging as new business models in the industry (Brear,
2016). This is partly enabled by EU directive PSD2 and open banking initiatives as banks
are required to use APIs to share customer data with third parties as requested by the account
holder (Cortet et al. 2016). With banks’ APIs third parties like fintech startups can develop
products and services to expand the ecosystem and generate additional value for the
consumers (Cavallo, 2017). Uncertainties affecting the future of banking and the platform
model adopted outlined by World Economic Forum (2017) include the effects of PSD2 in
Europe, customer interest in sharing data with growing concerns of cybersecurity, business
models of tech giants moving into financial services as well as the ability of incumbent banks
to transfer competitive advantages to digital and partners they choose to carry out their
digital strategy. The aim of this thesis is address one of these uncertainties by shedding light
on how technology giants are moving into the space of financial services and what are the
implications of that for fintech startups.
Decentralized financial markets have their implications for regulation as disaggregated
markets present risks different from centralized markets (Magnuson, 2018). Regulators are
faced with the challenge to ensure the consumer protection and compliance while
encouraging innovation to avoid over-reliance on large players and drive economic growth
(KPMG, 2017; Lovells et al, 2017). Supportive regulatory environment has become one of
the key factors in the development of fintech (KPMG, 2017). Regulators around the world
have adopted different approaches to fintech regulation and policy ranging from informal
guidance, pilots, licenses and regulatory sandboxes (Brummer and Yadav, 2018). Access
regulation like opening banks’ APIs has been an enabler for fintech, as it has allowed nonbank providers to compete in financial industry that has been for long characterized by high
entry barriers (Milne, 2016). Indeed, many existing laws and regulations were not designed
for the digital age, which is why communication between regulators and fintech startups, as
well as technology neutral regulatory environment is needed for innovation to thrive (Lovells
et al, 2017).
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2.5

Techfin

In the three first months after the implementation of GDPR in Europe, the number of cyber
security incidents reported increased by 400 percent (Reeve, 2018). Some of the latest and
most publicized breaches include Facebooks’ Cambridge Analytica data breach that
Facebook is now fighting a fine from (Kanter, 2018), privacy scandal of Google where the
information of up to 500,000 users was left vulnerable (Salinas, 2018) and Marriott breach
that exposed up to 500 million guests’ data (Volodzko, 2018). Even though decentralization
is rising as an alternative form of trust and data storage, big technology companies such as
Amazon, Google, Facebook and Apple still hold great volumes of customer data in their
centralized cloud servers and they are now moving to offer services in the financial services
sector, earning the nickname techfin – established technology firm offering financial
products in addition to their core business.
As discussed earlier, fintech in its broadest definition means financial solutions delivered
with the use of technology. Techfin definitely has some common components with fintech,
such as reduction of costs and aiding financial inclusion. Techfin however is different from
fintech, typified by startups improving a distinct pain point in financial services, as these big
technology platform companies with big money have a relationship with customers using
their service in a non-financial setting, market presence and a lot of data is collected from
their network through for example software, hardware, social media and e-commerce before
moving into financial services. The data advantage of techfin companies puts them in an
advance to use that data for insights and solid business decisions in the financial services
sector. The data possessed by traditional financial institutions usually includes only the backend of transactions, whereas techfin companies are able to build a more comprehensive
picture using both back-end data and front-end data about the client relationship. The data
collected by technology companies is not only more comprehensive than banks’, but also
covers a larger section of society due to technology companies starting out outside the
financial services sector. The magnitude of data utilization of technology companies allows
them to for example see correlations between products bought and creditworthiness.
(Zetzsche et al, 2017.)
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Another benefit coming from the existing relationship with consumers is trust. As techfin is
already trusted by its users, that trust prevails as these technology giants are moving towards
offering financial services (Zetzsche et al, 2017). A research by Bain & Company (2017)
revealed that especially younger consumers are open to trust and buy financial services from
technology firms. Another finding from the research indicates that established technology
firms enjoy of more trust compared to fintech startups; a 10-40 percentage point gap exists
between these two depending on the country.
Zetzsche et al (2017) identified three stages in the market entry strategies of techfin when
entering the financial services sector. In the first stage techfin acts as a data broker without
changing their business model much; they utilize data advantage by licensing aggregate data
to incumbents or fintech startups to enable data analytics, or alternatively test data and sell
the results. Financial institutions aiming to differentiate risk becoming dependent on
technology firms to provide not just data but also cloud-based infrastructure and customer
experience standard (World Economic Forum, 2017). Stage two includes data being used
inhouse to guide business decisions and in the third stage the company creates products in
the financial services space beyond their original business model. Because technology
companies are selling data to financial services institutions or acting in between of their
customers and financial services providers, they can influence financial activity through
access to data without being a regulated financial institution. (Zetzsche et al, 2017.)
The impact of technology firms moving to financial services is strongest in Asian markets,
from where techfins like Alibaba’s Ant Financial and Tencent’s WeChat have emerged
(Capgemini et al, 2018; Skinner, 2018). Skinner (2018) explains the domination of these
Asian techfins by the fact that these companies started out with the ambition of inclusion
with no existing infrastructure stopping them from creating a network integrating financial,
commercial and social information. However western big tech companies like Google,
Amazon, Facebook and Apple (GAFA) have also expanded into financial services and are
redefining customer experience. (Capgemini et al, 2018; Zetzsche et al, 2018). For example,
Google offers payment solutions through Google Pay (Google, 2018b), as does Apple with
Apple Pay (Apple, 2018), Amazon has services such as Amazon lending offering smallbusiness loans and Amazon Cash enabling consumers to deposit cash to their Amazon
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accounts (Wack, 2018) and Facebook is offering peer-to-peer payments on the Messenger
app (Sulleyman, 2017).
Traditional financial institutions are well regulated, and technology companies moving to
offer financial services thus poses the challenge for regulation as to when exactly should
tech companies be considered as financial institutions that should be regulated (Arnold,
2018a; Binham, 2018; Zetzche et al, 2017). With technology companies gaining access to
transactional data a concentration of power is created (Arnold, 2018b), however many
technology companies reach the second phase of moving to financial services as suggested
by Zetzche et al (2017) before applying for authorisation for regulated action, which must
be done if they access clients’ funds directly. This means that most big tech companies
operate in an unregulated environment. Potential regulatory challenges rising from the
evolution of techfins in the financial services sector without being a licensed financial entity
include false predictions and discrimination derived from data correlations, denial of
services based on front-end interactions for example in situations where a person is not
purchasing items for themselves, targeting customers based on “pay for display” schemes
rather than quality of the product or service, exploitation of insights drawing on for example
insensitivity to price or brand loyalty, oligopoly risk rising from economies of scale, tax
issues as well as data and digital identity ownership. (Zetzsche et al, 2017.) Not being
restricted by compliance considerations and costs of a regulated institution coupled up with
open banking initiatives is seen as uneven competition to traditional financial institutions,
and regulation for data intermediaries like techfins is sought after to make sure protected
factors in the financial services sector are adhered to and techfins take responsibility for their
services and data (Arnold, 2018b; Binham, 2018; Zetzsche et al, 2017). The data advantage
of techfins gained by European PSD2 is seen as giving technology firms advantage over
traditional financial institutions as well as fintech startups (Damyanova, 2018).
Zetzsche et al (2017) believe that the differences between traditional financial institutions,
fintech startups and technology companies offering financial services will disappear with the
rise of data analytics in the financial services sector. By this the authors mean that if banks
may buy more data sets to guide their business decisions and fintech startups may become
financial conglomerates with full banking licenses, activities in this space will simply be
called as banking, and terms like fintech will not be used. Pollari (2016) sees technology
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giants as possibly the biggest cause of disruption in the financial services sector, and expect
their market position, data superiority, low-cost operations and platform-based business
models to result in market share being cut away from traditional financial institutions
whereas one possible scenario recognised by Lautenschläger (2017) is one where big
technology companies swallow up fintech startups and compete against banks. In a report
by World Economic Forum (2017) a possible end state could be typified by technology firms
entering the distribution side of financial services forming aggregation platforms and making
distribution partnerships with banks and fintechs, or an entirely open environment where
third parties are directly competing with banks.
2.6

Central concepts and theoretical framework

This thesis builds upon two theoretical underpinnings. First, the successful implementation
of fintech solutions will be examined in light of critical success factors. Second, the
competitive changes posed upon fintech companies by established technology companies
entering the financial services sector are studied through the concept of threat of new
entrants. First however, the definitions of fintech and techfin adopted in the thesis are
discussed.
2.6.1 Central concepts

To make the distinction between smaller financial technology companies that started the
fintech revolution and technology giants offering financial services among their other
products and services, a narrow definition of the term fintech is adopted. Fintech in this
thesis refers to companies using technology to improve a distinct pain point in financial
services. The term techfin covers large companies, including leading technology companies
and digital commerce platforms, who have technological capabilities and are applying them
in the financial sector after already having established their beachhead in their core, nonfinancial business. These companies are also referred to as non-FS digital players or big tech.
In this thesis, we will look closely into the actions of Google, Apple, Facebook, Amazon and
Microsoft (GAFAM) as well as Baidu, Alibaba and Tencent (BAT) in the financial services
sector. This is not an exhaustive list of technology companies offering financial services as
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for example JD Group, Samsung, Vodafone and Uber are moving towards financial services
as well (Zetzsche et al, 2017).
2.6.2 Critical success factors

The concept of critical success factors (CSF) was first presented by Rockart (1979) with a
method to elicit CSFs through iterative interviews to identify chief executives’ needs. The
concept was soon extended to cover functions and the entire organisation (Freund, 1988)
instead of individual managers as when initially introduced by Rockart. Critical success
factors are key areas where satisfactory success is needed for the organisation’s efforts to
lead to success and competitive performance. Organisations in the same industry tend to
share success factors, with possible differences resulting from differences in industry
position, environmental factors, location or temporal factors. (Rockart, 1979.) Critical
success factors have since been studied in a variety of sectors and applications and is now
used as a management term (Nicoletti, 2017) defined as aspects that significantly influence
the competitive performance of an organisation if managed well (Resende, 2018).
The critical success factor model has been extended for fintech initiatives by Nicoletti
(2017). Nicolettis’ work is based on the LASIC principle introduced by Lee and Teo (2015),
which was also the basis for the work done by EY (2016) on fintech characteristics. The
LASIC principle by Lee and Teo (2015) contains five business model attributes needed to
create a sustainable business for financial inclusion – low margin, asset light, scalable,
innovative and compliance easy. Both Nicoletti (2017) and EY (2016) introduced CLASSIC
framework, both building upon the LASIC principle (Lee and Teo, 2015) with slight
differences as can be observed from table 1.
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Table 1. Frameworks for critical success factors for fintechs (Lee and Theo, 2015; EY, 2016;
Nicoletti, 2017)
Lee & Theo, 2015

EY, 2016

Nicoletti, 2017

Customer-centric

Customer centricity

Low margin

Legacy-free

Low-profit margin

Asset light

Asset light

Agility

Scalable

Scalable

Scalability

Simple

Security management

Innovative

Innovative

Innovation

Compliance easy

Compliance light

Compliance easy

In the LASIC model by Lee and Teo (2015) L stands for low margin to accumulate critical
mass for network effects and monetization. A stands for asset light businesses, meaning that
fintech companies are utilizing existing infrastructure like e-commerce and telecom
companies and there are no large costs on assets. S stands for scalability of the solution
without exponential costs or compromising the technology. I stands for innovative products,
operations and use of technology. Finally, C stands for compliance easy, meaning that the
regulatory environment is light and likelihood for government support high. (Lee and Teo,
2015; Lee and Low, 2018 p.16.) Modifications made by EY (2016) include the addition of
C for customer-centricity and S for simple as well as switching the meaning of L to legacyfree. Customer-centricity here refers to value propositions build around high-convenience,
ease of use and pain points experienced by customer. Simple summarizes the need for simple
value proposition and transparent business processes. Legacy-free means that there is little
burden of prior products, acquisitions or regulatory liabilities, as systems are purposefully
build for digital channels. (EY, 2016.) Nicoletti (2017) added customer centricity and
security management to the model of Lee and Teo (2015), as well as used the word agility
to replace asset mean. Security management was added due to the growing concern of
cybersecurity, and refers to the identification, development, documentation and protection
of organisations’ assets.
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2.6.3 Threat of new entry

Given that the objective of the thesis is to study the effects of established technology firms,
who do not fit the role of a new entrant with few resources, on fintech companies, who in
turn do not represent the established incumbents in the sector, our second theoretical point
of departure is threat of new entry.
Threat of new entry is one of the five forces affecting strategy introduced in the Porter’s
(1979) five forces model along with rivalry among existing competitors, threat of substitutes,
bargaining power of suppliers and bargaining power of buyers. The impact of these forces
on strategy is not necessarily equal but is situation-dependent and strategic priority should
be to cope with the strongest force at any moment. The threat posed by a new entrant depends
on the expected reaction from existing competitors and barriers of entry formed by factors
such as economies of scale, product differentiation, capital requirements, cost disadvantages,
access to distribution channels and government policy (Porter, 1979) and demand-side
benefits of scale (Porter, 2008). Especially entrants diversifying from other markets have the
capabilities and financing to change the industry structure (Porter, 2008). Shocker et al
(2004) found that experiences in one product category can transfer to another affecting its
demand. This can happen for example when previous positive experience with a brand result
in preference with the same brand or technology in other categories as well (Erdem, 1998),
which could aid the adoption of techfin solutions.
According to Pan and Hanazono (2018) large firm entering a market consisting of small
firms and big incumbents will cause a number of small firms with substitute products to
disappear, whereas small firms with complementary products will emerge in the market.
Level of substitution is one of the factors affecting the market reaction to a large firm’s entry,
which is why prosperity could improve post the big entrant if small firms are complementary
or able to differentiate (Pan and Hanazono, 2018).

28

2.6.4 Research framework

Drawing from all three frameworks in table 1, critical success factors enabling success for
fintech companies discussed in the literature in the past years have stayed rather constant,
with changes rooting from the growing importance of customer centricity, experience
management, challenging and transparent revenue model, as well as data insights and
privacy. These critical success factors allowed fintechs to diversify from traditional financial
institutions. As can be derived from the literature presented earlier, techfins share many of
qualities that have been behind the success of fintechs, with the differentiation that techfins
are big established players with data advantage and big resources and might benefit from
intercategory experiences. Established technology companies are entering the financial
services market with large scale, strong brand, capital, network effects, utilizing
technological advances and distribution through their own platforms making the threat of
entry high for the existing competitors - fintechs and incumbents. The research framework
presented in figure 1 serves as a tool to help recognise the changes in the market position
and critical success factors of fintechs posed upon by techfins solutions.
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Figure 1. Research framework
The framework proposed (figure 1) utilises the CLASSIC model by Nicoletti (2017) in
identifying the critical success factors of fintechs that allowed them to cause a revolution in
the financial services industry. These critical success factors are examined side-by-side with
the characteristics of established technology firms that are found in the reviewed literature
and lower their entry barriers as recognised by Porter (1979). The objective of this thesis is
to examine how fintechs see the threat of new entry by techfins, and how might they retaliate.
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3

RESEARCH METHODOLOGY

The research framework proposed in figure 1 combines the current views of fintech
companies’ critical success factors and characteristics of techfin entry. Considering the entry
barriers and their effect introduced by Porter (1979) it is assumed that techfin companies
pose a significant threat of new entry that could shake up the current financial services
markets. However, no pattern of outcomes in fintechs’ perspective to the new entrants is
predicted and the thesis is thus based on an inductive approach. This chapter contains a
discussion on the methodological choices done in the thesis.
3.1

Research design

The research methodology adopted in this thesis can be characterized as exploratory multicase research. Explorative research aims to find novel insights and study a phenomenon from
a new perspective (Saunders et al, 2009), thus being well suited in exploring the entry of
techfin from the perspective of fintech companies. The research approach is qualitative in
nature allowing a high level of descriptive detail needed to understand the fintech
phenomena in its context. A literature review was conducted to identify the core themes in
the changing financial services sector. Case study is a preferred research strategy when the
aim is to attain an understanding of a contemporary phenomenon in its real-life context, the
boundaries of which are not definite (Saunders et al, 2009). As compared to a single case
study, multi-case study allows generalisation of findings (Saunders et al, 2009) and is
relevant to gain an understanding of industry wide critical success factors instead of
company specific factors. This approach was chosen to enable extensive exploration of the
implementation of fintech solutions and possible changes brought on by the entry of techfin
with a high level of context richness. Table 2 to summarises the methods used, which are
further discussed in the following subchapter.
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Table 2. Summary of research methods used
Research method
Multiple case study

Primary data
source
X interviews

Secondary data
source
Press releases,

Categorising,

company websites,

restructuring

Data analysis

news sources

3.2

Data collection and analysis

A purposeful and contrasting sampling strategy was used to select case companies operating
in fintech sectors with different levels of techfin participation as financial services providers.
54 companies were contacted across sectors where techfin participation is most prominent
(payments), where it is common (lending & wealth management) and finally, where we are
yet to see more activity (insurance, credit scoring & other). Out of the companies contacted
16 initial replies was received, out of which 13 were positive. Finally, eight interviews were
able to be scheduled and conducted in a time frame allowing them to be included in the
thesis.
Table 3. Summary of case companies
No.

Sector

Size (Eurostat) Country

Interviewee position

1

Savings

micro

Italy

CEO

2

Payments

small

Finland

Head of PR & Comm.

3

Consultancy

medium

UK

CEO

4

Fraud prevention

small

US

CEO

5

Payments

small

The Netherlands CEO

6

Personal finance

micro

Finland

CEO

7

Lending

medium

UK

CEO

8

Payments

micro

Finland

CEO
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Key sources of data include eight semi-structured interviews (table 3) conducted between
14.2.-4.3.2019, which were all recorded and transcribed for analysis. The interviews were
conducted in either English or Finnish, with quotes from interviews in Finnish being
translated to English where necessary for the purpose of presenting the results in the
following chapter. Semi-structured interviews allow for variation between the interviews in
the number and order of the questions while a general list of topics and questions has been
predefined to be covered (Saunders et al, 2009). Questions asked were derived from the
literature review and aimed to allow for solid discussion on the topic to provide informative
content. Interview guide used is introduced in appendix I. Two of the interviews were
internet mediated, five were conducted via phone and one face-to-face. The analysis of the
interviews followed the steps of categorization and restructuring to support the answering of
research questions. Data from the interviews was enriched with secondary data such as press
releases, company websites and news sources. The main reason for collecting secondary data
was to answer the first sub question concerning the characteristics of established technology
companies entering the financial services sector. Findings of the analysis are assessed against
the information extracted from the literature review.
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4

RESULTS

This chapter presents the results of the analysis of the eight semi-structures interviews
conducted with people representing fintech companies as well as the analysis of secondary
data. The results from the secondary data are presented first to give a view of techfin activity
between the years 2004 and 2018. The restructured interview data is presented in subchapters
4.2. and 4.3.
4.1

Evidence of techfins’ foray into finance

In addition to rolling out their own products with or without partners, techfins have financial
technology initiatives such as accelerators, partnerships and investments in fintech
companies. For example, Google has invested in fintechs such as Robinhood, Lemonade and
Lending Club through its equity funds Google Ventures and Google Capital (GV, 2018;
Lawee, 2014), whereas Microsoft has partnered with Mastercard in a digital identity
initiative aiming to create digital identity technology that is universally recognised (Peyton,
2018). The focus of this subchapter however is on financial services and products launched
by techfin companies (GAFAM and BAT) to understand how techfins are changing the
financial services landscape as product manufacturers.
The main financial products and services launched by techfins between the years 2004 and
2018 recognised from press releases, company websites and news sources are placed on a
timeline (figure 2). These moves into financial services are discussed further to construct a
comprehensive picture of the characteristics of technology giants entering the financial
services sector.
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Figure 2. Financial products and services launched by techfin companies
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Figure 2. (continued)
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Figure 2. (continued)
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Figure 2. (continued)
Alibaba Group launched the online payment service Alipay in 2004 (Alibaba Group, 2007),
which led to the creation of Alipay Wallet in 2013 (Xiang, 2014). The Alipay app is a
payment and lifestyle app enabling for example online as well as brick and mortal purchases,
money transfers, utility bill payments, travel ticket booking, splitting restaurant bills,
charitable payments and hailing a taxi (Alipay, n.d.). Alibaba moved into wealth
management with the launch of Yu’e Bao, a money market fund allowing shoppers to invest
cash in their Alipay accounts (CB Insights, 2018d). Ant Financial was formed in 2014, when
an Alibaba spinoff from 2011, Small and Micro Financial Services Company, was renamed.
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Alipay, Alipay Wallet, Yu’e Bao as well as open platform for financial products called Zhao
Cai Bao, micro loan provider Ant Credit and the formation of MYbank form a part of Ant
Financials’ major businesses. (Alibaba Group, 2014.) Online Bank MYbank was launched
in 2015 (Wildau, 2015a) as was Ant Financials’ credit scoring system utilizing online data
Sesame Credit (Alibaba Group, 2015), also referred to as Zhima Credit (Hvistendahl, 2017).
Later the same year Ant Fortune, a wealth management app that allows users to invest in
funds (Wang, 2015) and Ant Financial Cloud, platform for financial institutions to buy
services from (Jing, 2015), were launched. Ant financial also offers consumer credit services
through Hua Bei, also known as Ant Check Later and later renamed as Ant Credit Pay, as
well as Jie Bei, also known as Ant Cash Now (Citigroup, 2018). In addition to payment,
wealth management, financing and credit system solutions, Ant Financial runs Ant Insurance
Service (Jing, 2017) and an online crowdfunding platform ANTSDAQ (Xiang, 2015). As an
example of the more recent developments, in 2017 Ant Financial launched Caifu Hao, a
platform for financial services utilizing AI (Xiao, 2017), and in 2018 Ant Financial
announced the launch of Ant Financial Technology, which will consist of technologies for
financial transaction, security, intelligence, interaction and blockchain to improve user
experience and lower costs across the financial services sector (Ant Financial, 2018).
Tencent launched WeChat, called Weixin in Chinese, as a communication app in 2011
(Mozur and Chao, 2012). The app has since grown to a multi-functional platform where
users can for example book a taxi, hotel or a medical appointment, pay for utility bills,
medical insurance and in-store, send money and get a loan (Citigroup, 2018). The move
towards financial services started with integration of TenPay, Tencents’ payment platform
launched in 2005 (Tenpay, n.d.), into WeChat and the launch of digital payment functionality
WeChat Pay in 2013 (DeLuna, 2018). In 2014 Tencent developed a payment system for its
another messaging platform QQ as well; mobile payment service QQ Wallet (CIW, 2014).
Both cash transfers and in-store payments were introduced to WeChat in 2014 (Millward,
2018). Tencent also has a wealth management platform Licaitong, which was launched in
2014 as well (Jing, 2014). Tencent launched WeBank in the beginning of 2015, making it
the first online-only bank in China (Wildau, 2015b). The same year, Tencent announced loan
feature Weilidai to be added to WeBank (Osawa, 2015). Tencent operates a blockchain
platform TrustSQL founded in 2017 (Suberg, 2017). Tencent has also been making moves
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towards credit scoring from 2015 when Tencent Credit Bureau was formed (Jing, 2015) and
in 2018 launched a trial of Tencent Credit, which was taken down a day later (Xiao, 2018).
Baidu, China’s leading search engine, launched a wealth management service Baifa with
China Asset Management in 2013 as a response to the moves Alibaba and Tencent had
already done in the financial services industry (Guilford, 2013). Baidu moved to mobile
payments with the launch of Baidu Wallet in 2014 (Ye, 2014) whereas 2015 marked the
launch of Baidu Financial Services Group (Baidu, 2018). Baidu Financial Cloud, a platform
providing solutions for the financial industry by combining AI, big data and cloud
computing, was launched in 2016 (IDC, 2018). Baidu launched a Blockchain-as-a-Service
platform (Baidu, n.d.) and a digital bank aiBank in 2017 (Zhang and Glenn, 2017). In 2018
Baidu span out its financial services arm Du Xiaoman Financial, formerly known as
Financial Services Group or FSG. Du Xiaoman is applying AI in the financial sector to offer
financial products, currently including services such as credit, asset management and
payment platform. (Baidu, 2018.)
Amazon has a long history of attempted financial services that have been killed off, including
for example Amazon PayPhrase allowing checkouts at Amazon and other websites with
saved address and payment information using a customized phrase and a PIN code (Amazon,
2009b; Murphy, 2012), online P2P payment service WebPay (Harris, 2018), a card reader
for SMEs called Amazon Local Register (Warren, 2014; Mac, 2015), loyalty and gift card
holding Amazon Wallet (Walter, 2014; Musil, 2015) and Checkout by Amazon, a payment
solution that allowed customers to pay using the payment and address data already stored in
their Amazon accounts and third parties to receive payments from buyers (Evans, 2008;
Amazon, n.d.). Amazon Pay (Amazon Payments) was first launched in 2007 with a portfolio
of payment solutions, including a beta version of Amazon Flexible Payments Service
enabling third party websites to accept payments (Barr, 2007), which became publicly
available in 2009 (Amazon, 2009a). Other features announced towards the end of 2009
include Amazon Mobile Payments Service expanding the streamlined payment experience
to mobile payments (Amazon, 2009c) and charitable donations using Amazon accounts
(Amazon, 2009d). In 2013 Amazon launched Login and Pay with Amazon which, like
Checkout by Amazon, utilizes Amazon Credentials for paying on non-Amazon sites, but
also enables the company to retain customer information for improved services (Amazon,
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2013). Amazon Pay Places, launched in 2017, shows extending the Amazon Pay features
beyond e-commerce. Amazon Pay Places allows customers to pay for order-ahead purchases
through the Amazon app in a selection of TGI Fridays restaurants. (Perez, 2017.) The feature
is expected to expand and become another digital payment option replacing cards and cash.
Amazon is also working on biometrics payments and launched its first Amazon Go for public
in 2018 after having been tested with staff from 2016 (Weise, 2018). Amazon Go is a grocery
store where technologies such as computer vision, sensors and deep learning are utilized for
a checkout-free experience where customers can just walk out and get charged from their
Amazon account. There are currently eight Amazon Go locations across Seattle, Chicago
and San Francisco, with two more locations opening in 2019. (Amazon, 2018a.) While
Amazon has done a lot in payments, it also has other financial products. Amazon Cash,
introduced in 2017 (Amazon, 2017a), is a service that allows Amazon customers to deposit
cash to Amazon accounts at brick-and-mortal partner locations, and thus shop on Amazon
without having to own a debit or credit card (Amazon, 2018b). Amazon Lending has been
around since 2011 and offers business loans for SMEs selling on Amazon (Amazon, 2017b).
For consumers Amazon offers credit cards with its partners (Amazon, 2018c). In addition to
financial services launched in US, Amazon is piloting and launching financial products
outside US. These include for example product insurance Amazon Protect in UK launched
in 2016 and a marketplace for lenders and sellers in India launched in 2018. (CB Insights,
2018c.)
Through the Google Checkout service launched in 2006, customers could use the shipping
and payment information in their Google Account to complete transactions on merchants’
sites for a simplified purchase process (Google, 2006). Google moved into mobile payments
with the launch of Google Wallet in 2011 with Citi and MasterCard as partners for the launch
(Bedier, 2011). In 2013, P2P payments were made available with Gmail integration that
allowed sending money via email to and from Google Wallet (Green, 2013). Two years later
P2P payments were made possible using a phone number as well (Google, 2015). Android
Pay was rolled out in 2015 offering a smoother user experience with loyalty cards and offers
stored (Bhat, 2015). Android Pay and Wallet were later rebranded as Google Pay and Google
Pay Send (Capiel & Chitilian, 2018), before bringing the functionalities of both under the
Google Pay brand (Capiel, 2018). Google is expected to expand deeper into financial
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services following the e-money licence granted by the Bank of Lithuania and authorisation
as a payment institution from the Central Bank of Ireland (Taylor, 2019).
Apple announced Apple Pay for mobile payments in 2014, making it possible for users to
add their payment cards to Apple Pay and pay with a single touch (Apple, 2014). Support
for reward programs and store-issued payment cards was added in 2015. With this addition
Apples’ Passbook for coupons and tickets evolved to become Wallet, through witch rewards
and store-issued payment cards could be seamlessly used with Apple Pay. (Apple, 2015.)
Support for charitable donations was added to Apple Pay in 2016 (Apple, 2016), and 2017
brought P2P payments to iMessage with a virtual Apple Pay Cash, from where the money
received can be transferred to a bank account or used to pay or make purchases (Apple,
2017).
On a mission to streamline online payments Microsoft launched a single sign-in and wallet
service Passport in 1999. Passport allowed customers to login to different sites using one
username and password and eliminated the need to type in shipping and billing information
repeatedly on different web commerce sites. (Microsoft, 1999.) The Passport brand was later
retired, and the service rebranded. Microsoft did not make movements in mobile payments
until 2015, when Microsoft received its money transmitter license (PYMNTS, 2015).
Microsoft Wallet for mobile and online payments and storing of reward and membership
numbers was launched in 2016 (White, 2016) and later rebranded as Microsoft Pay
(Waghray, 2017). Developments in 2018 included integration with Masterpass (Bar-Niv,
2018) and into Outlook, allowing payments within email (Graham, 2018).
In 2013, Facebook enabled charitable donations on its platform allowing individuals to
donate and nonprofits to ask for help (Facebook, 2013). Facebook moved to P2P payments
with the Messenger payments feature introduced in 2015 (Faceook, 2015). Payments in
Messenger made it possible to send and receive money from friends and family, with group
payments added in 2017 (Facebook, 2017a) as well as expansion into UK and France
(Facebook, 2017b). The expansion to Europe followed the approval of e-money license in
Ireland in 2016, which allowed Facebook to bring donations and P2P payments across
Europe (O’Hear, 2016). Meanwhile, Facebook launched Messenger Platform to add even
more functionalities to Messenger through bots built by developers and businesses
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(Facebook, 2016a). Payments for products and services in Messenger (beta) were introduced
short after (Facebook, 2016b). Facebook has been reported to have asked U.S. banks to share
financial information about their customers to develop further services (Glazer et al, 2018.)
4.2

Fintech perception of techfin companies’ entry

The results of the eight semi-structured interviews relating to characteristics associated with
big technology companies entering the financial services sector (RQ1) are presented here.
The three subchapters will present findings on general characteristics, regulatory view, and
possible ways in which the entry of techfins might unfold.
4.2.1 Techfin characteristics

The interviewees perceive big technology companies in a very similar way; as companies
with strong brand, financing, lots of customers and superior technological capabilities
offering great customer experience through services consumers want to use. For instance, on
of the interviewees described techfins in the following way:
“What these guys do well, these big non-fs digital players, they create services that
people like, they create the capability that you love, something that will reward you for
engagement, that will reinforce why you're with them, that breaks it down to small
increments that actually you can understand, they will create really good customer
experience.” (Interviewee 3).
Majority of the interviewees believed these characteristics to put technology companies in a
very good position to enter the financial services sector, in the words of one of the
interviewees:
“I think they're very well positioned. -- I think the central battleground will be payments,
there's no reason why the average Facebook customer wouldn't trust Facebook to
initiate the payment. So, I think their brands will very naturally make that small leap.”
(Interviewee 7).

This was perceived to be the case regardless of any data scandals or bad press around big
technology companies. A total of three interviewees mentioned the recent data scandals of
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Facebook and Google, but believed it not cause a headache for the companies in their entry
to the financial services sector. The positive characteristics like creating capabilities and
services that people love and that reward for interaction are believed to outweigh any
negative factors:
“Even with all of the stuff that you know we've seen the like data scandals around
Facebook and Google and all these different things that have come through. -- If you
give me a service that a value, then I'll happily trade my data or my whatever to do those
things.” (Interviewee 3).
Much of the expected success of techfins was credited to the way big technology companies
position and market themselves and how they work with people. One interviewee mentioned
it as a reason why big technology companies are not likely to be affected by data scandals
even though the interviewee felt that risk management and compliance should be more rigid
for techfins due to the history of data protection issues:
“The thing is that the big techs are so much better in playing the public opinion and in
the psychology of ‘what do I want, what makes me happy, I give you something so I want
something back, it’s not a big thing what you're sharing, what could possibly go wrong,
you have nothing to hide anyway’. So, they're much better in their marketing. -- I think
it all comes down to branding, you know, not hitting the news.” (Interviewee 5).
Other reasons mentioned as to why trust will not be an issue for big technology companies
in their entry to the financial services sector were the trust they already have, being native in
the environment and reputational hit suffered by traditional players.
Where big technology firms could possibly struggle according to one of the interviewees is
creating cross-border brands in financial services:
“I think the challenge they’re going to have is that if you don't have a public brand. And
the regulators or the government or the diplomats get freaked out by the potential for
customer data to be passed back to China or India or wherever. -- I think people just
gravitate to the thing that they kind of have closest affiliation with. -- I don't think they'll
struggle with branding. I think they'll struggle with if it’s non-native, as in, it's not a
brand that's already established here.” (Interviewee 3).
Two interviewees pointed out the local differences in trust in technology firms and
willingness to share data. The openness for using techfin solutions was believed to vary
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between Asia, USA and Europe. On interviewee found Asia to be the most open and Europe
most reserved due to cultural differences as well as the less developed traditional banking
system in Asia. The other interviewee believed Asia and USA to be the ends of the spectrum.
4.2.2 Regulatory view

Three of the interviewees believed that the entry of techfins will be welcomed by regulators.
Open banking is seen as an enabler for third party players to enter the sector, as our
interviewees put it:
“I think that they will be initially welcomed by regulators because of the much needed
competition. Nothing flags that more than open banking, which is primarily driven by
competition concerns.” (Interviewee 7).
“Thanks to the new regulation, for example PSD2, the financial sector is going to start
being more open and this allows big companies such as Amazon, Facebook and all these
kinds of companies and also the smaller ones to enter and do something different.”
(Interviewee 1).
“This might be the first time there has been a regulatory decision made partly before
the products have been rolled out, instead of the more common situation where
companies are solving customers problems with new solutions and a few years later
regulation takes action. I believe it has happened the other way around here; we’ve had
the problem of not getting information from the banks without their approval, and now
that the law has changed things are starting to happen.” (Interviewee 8, author’s
translation).
The majority of the interviewees agreed on open banking initiatives to bring opportunities
to both fintech and techfin companies as they get access to data and can enact payments in
ways they have not been able before, and that were just scratching the surface of a whole
different value chain that will eventually be enabled by open banking. While fintechs and
techfins were seen to benefit, banks were seen to not have a lot, if any upside from the
regulatory changes. Some comments from the interviewees included the following:
“It's definitely an opportunity for the fintech guys, it's huge opportunity for the non-FS
digital players, but for those big incumbents in the middle; it's kind of terrifying.
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Because you can get all of the worst of everything, which comes to, you know, you're
running the operation, you're doing the support, if like a card goes missing, you're the
person that they ring. But all of the upside, in terms of the service, the engagement, the
experience and the potential revenue for cross-sell and upsell, that's all to third parties
at that point.” (Interviewee 3).
“I think that open banking carries an undue burden on the existing players, you have to
modify and open your systems. – From banks position it's a bit unfair if I was going to
be brutally honest, or it seems it tod unfair. I think it's the new entrants who are the only
ones to gain in this.” (Interviewee 4).
While the impact of open banking is by majority of the interviewees seen something that
could be transformational through faster and better servicing and increased amount of
opportunities to add value to customers, it will take time to see them. The interviewees
explained factors that could be reasons behind this:
“I see open banking really is a sort of five-year journey. -- The reality is that the actual
technical infrastructure that was being deployed, was not really production ready. A
business like ours that already has significant volume of customers, there's no way that
we were ever going to bet our customer base on open banking because it just simply
doesn't feel mature enough yet. So from our perspective, we just focused on R&D. The
year we're in now, I think is early adopter year but still we're waiting for new customer
experience guidelines that will mean that the experience is much better for customers.
– Through the years three to five is where we see if everything has worked out. – But if
the bugs are worked out, open banking becomes more stable and the customer
experience becomes better, then we’ll be beginning to try and push customer adoption.”
(Interviewee 7).
“It is going to take a long time before the majority of customers are ok with sharing
their data, they’re scared of things. And so I think its going to take time before it is in a
sufficient level and the impacts can be seen.” (Interviewee 8, author’s translation).
One interviewee felt that PSD2 in its current state was not necessarily a step towards a very
open concept of open banking at all:
“The rule was, they (banks) should provide whatever they have in regular internet
banking. And what it resulted in is a very small subset of what is actually possible -- So
from where we're sitting at the banks have done the absolute minimum, which for some
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countries is a step forward, but for other countries, it's a step back. -- I believe in open
banking from a conceptual point of view, but I don't believe in the way it's presented
now, which is basically bank by bank by bank, and everybody should make their own
arrangements. -- To me, open banking should be like open source; everybody can use
it, everybody can benefit from it. But I don't see that happening anytime soon.”
(Interviewee 5).

In addition to believing the regulators to welcome techfins, the interviewees also expressed
that there might be some resistance from the regulators either initially, or later if for instance
any one techfin grows too big. Some of the comments given from the interviewees include
the following:
“At the moment the finance sector is in a kind of safety phase. As these technology giants
and innovators are entering, it is still possible to use regulation to make it hard for them
to succeed. Until eventually it changes, and there is a shift in the consensus that reform
is necessary and new players are needed.” (Interviewee 2, author’s translation).
“It has been just recently since legislators have found out that it's not okay to share stuff
that you didn't ‘okay’ before, whether it's your own personal data or anything else. -- I
think risk and compliance should be even more rigid of them (techfins), because they
have a history of doing stuff with data. But so even more rigid than then banks, because
they could form a systemic risk.” (Interviewee 5).
“If any of them reach a particular scale, of course, then they might become the concern
to the regulators, rather than the existing incumbents.” (Interviewee 7).
“I think the challenge might be on the compliance monitoring side of things. The same
rules should apply for all the players and I think we’ll see a lot of variety in how the
regulators manage monitoring big technology companies.” (Interviewee 6, author’s
translation).
“The hard thing is what happens when you stop having authority over the people who
are having the biggest impact in your industry -- Like, if the FCA want to get in touch
with Tim Cook from Apple, or like Mark Zuckerberg from Facebook, they're probably
going to have to wait in line, you know, and so I think these are interesting challenges.”
(Interviewee 3).
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4.2.3 Entering the financial services sector

Two interviewees mentioned the existing business between big technology companies and
traditional financial service providers, which is believed to affect big tech entry in to the
financial services sector:
“The amount of money that like a Lloyds Banking Group or HSBC spends on Google
AdWords to be promoting their own services is amazing. So Google has got to be a little
bit careful here that they don't chop off a major revenue stream or relationship with
very big global players, for the sake of dipping their toe into another revenue channel.”
Interviewee 3.
“They have significant enough business with the existing players to not make fast
changes. The change will come in stages and over a longer period of time.” (Interviewee
6, author's translation).
The interviewees agree that the entry is going to take place over a longer period of time and
is going to unfold in phases. The moves already made in the financial services sector were
acknowledged by several of the interviewees and the current situation was described for
example as follows:
“I think their entry is going to be more measured because they will they will test and
learn, and but eventually they will make start making significant strides in the sector.”
(Interviewee 7).
“The big non-fs digital players, at the moment they're just sitting back, making billions
of pounds from the stuff that they already do, trying to figure out where the easiest way
of getting into the market without getting into the regulatory space.” (Interviewee 3).
“These kind of big industry reformations always take longer and need more pressure
than the first people predicting the change thought it would.” (Interviewee 2, author’s
translation).
Staying out of regulatory space in the entry phase was mentioned by few of the interviewees.
As one of the interviewees put it:
“They're sort of doing everything that they can to try and stay out of the regulatory
framework, while tapping into all the different revenue streams and revenue potentials
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that those big players can actually do. -- But ultimately, the thing that I think will push
them into being fully regulated is the inability for the people who they want to partner
with to actually move at the speed or the low number of the cost that actually they would
want it to be done.” (Interviewee 3).
Payments was identified as the current focus of entry by three interviewees. One of the
interviewees explained to logic of techfins tackling payments in the following way:
“I think the central backup battleground really is payments. -- So why do I think that,
firstly because the big tech incumbents already processed lots of payments and of course
pay fees to do that. So, they have a cost incentive to begin to attack that problem or
move away from mainstream financial services. Secondly, we have open banking which
is an enabling technology for free payments, which allows them to save money and
enable the right payment systems.” (Interviewee 7).

The interviewees agree that the potential and disruption from techfins taking further steps
into the financial services sector could be huge. However, the views on what techfins are
potentially aiming to create and offer slightly differ. Several interviewees said that they
believe techfins to come up with fundamentally different types financial solutions that we
currently have:
“They have the resources to bypass the stiffness of the industry and come up with their
own solutions, regardless if the banks are offering APIs or whatever to do it or not.”
(Interviewee 2, author's translation).
Some other interviewees on the other hand said that they believe that techfins solutions will
not differ that much from the solutions of existing players and that they could very well come
up with their own brand of traditional banking services such as lending, mortgages and loans.
However, techfins were not believed to replicate everything banks are doing for the purpose
of replacing banks. The common view was that techfins will extend their business in a natural
way to selected segments, where they can gain substantial market shares from their existing
customer base. The possibility of entering mainly only the distribution side of the financial
services market was also explored. As one of the interviewees said:
I think it’s possible for them to act as a platform for as many services as possible, in
which case they’d get the most important pieces of the ecosystem for themselves, and
others will take care of service manufacturing. Being an enabler instead of offering their
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own financial service tools would help them avoid regulatory burden. (Interviewee 8,
author's translation).

A prediction of techfins wanting to own the entire customer experience with end-to-end
journeys was a common one amongst the interviewees, with some interviewees pointing
towards Asia for reference. Some of the interviewees said the following on the topic:
“They want to build industry-busting ecosystems where end users get better service
regardless of the industry. Technology firms want as big as possible share from the
user’s wallet or, you know, to cater to majority of the customers’ needs.” Interviewee
6, author’s translation).
“This is not about creating another current account or savings account, it's about
creating end to end journeys, entering into experiences and creating services actually
people want to have.” (Interviewee 3).
“The best example probably comes from Asia where technology companies have
already increasingly started to take on banking services. -- If you look at these
ecosystems in Asia, I’d say technology firms want to own the customer. -- If I’m being
honest, technology companies will in the long run offer end-to-end solutions. However,
they won’t go ahead with a full-service bank and such but move forward with a strategy
of tackling different segments in different phases.” (Interviewee 6, author’s translation).

One interviewee was strongly of the opinion that data would be a key factor for techfin
companies:
“With peoples’ data you can know what the people want, what people don't want, what
people aspire, what are their wishes, what are their fears. If you have also the financial
data you can get information such as how much money they make every month, what
company they work for, the tax they are paying, which kind of website and commerce
they're paying or whatever. I mean, it's an impressive amount. -- That’s going to have a
huge impact. And you're going to see that a lot of companies, especially those in
financial sectors, they're going to base their business models on that data, they're going
to analyse that data, they're going to make decisions based on that data, they're going
to sell that data. -- I do think that money is going to be the second level business model.
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Data is going to be the basis, the pillars, on which is the business model of this financial
companies are going to be built on.” (Interviewee 1).
While a few other interviewees did acknowledge the amount of data big technology
companies might already have, but were more cautious in believing it would be as
instrumental in their success in the sector:
“The opening of all kinds of interfaces enables the creation of data giants who own an
enormous amount of data. And the players without access to the same data will face
challenges. Unless of course, regulators will at some point have Google and other data
giants open their APIs for the same data, so that third parties could use the data to
enrichen their solutions. This would be an exciting world where the user could not just
share their financial data, but also Google-data.” (Interviewee 2, author’s translation).
“I think this will unfold so that who has most data will be able to furthest refine or
profile the customer, and consequently come out with services and solutions that work.
– The most significant thing might not be who has the most data at the moment, but
instead who has the best vision.” (Interviewee 8, author’s translation).

4.3

Techfins changing the landscape for fintechs

The results of the eight semi-structured interviews relating to the attitudes towards the entry
of techfins, changes in the landscape and the future of fintechs (RQ2) are presented in the
following subchapters.
4.3.1 The changing financial services landscape

The current players in the financial services sector are identified by one of the interviewees
as big incumbent organisations such as banks, fintech players who are doing great things for
customer experience, many of them holding different kind of licenses, brand challengers
who are fully in the regulatory environment but utilize a brand external to the market, such
as Tesco bank in the UK, and finally, non-FS digital players who are making moves towards
the sector while trying to stay out of regulation for as long as possible. The current situation
for incumbents was described in the following way, before continuing to make the point that
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while fintechs are unarguably starting to get distribution, the customer base of banks is still
noticeably larger:
“Big incumbent banks right now kind of have people hostage to a certain degree. You
might switch but it's, well, do you want a blue one, a green one or a red one, and actually
the difference between those things is very limited.” (Interviewee 3).
It was recognised by another interviewee however that times have changed, and consumers
are more willing and quicker to switch between services and providers based on the
attractiveness of the service. Two of the interviewees said that banks are seeing their
customer base slowly being eroded by fintech companies, and that it might be devastated by
techfins as they are able to use technology and market themselves much more efficiently,
making techfin entry terrifying for the incumbent organisations. According to one of the
interviewees, banks might not even know when a customer has left them until the account is
closed, which many people don’t do. As one of our interviewees put it:
“No fintech has enough capital to bring real competition to banks in this regulated
industry, however technology companies have the capital to really shock the system.
Few years ago it was said that fintech will disrupt the financial services sector, but now
it is believed it will be big tech companies that eventually do it.” (Interviewee 6, author’s
translation).
Other interviewees as well brought up the fact that the strategic goals of fintechs have
changed:
“You know five years ago -- most fintechs were saying how they're going to go and
replace the banks and obviously found out the hard way that the banks have more
momentum and strength than we all believed. And the thing that's really emerged is
everyone, who was saying the banks are terrible are now saying that they're partnering
with banks.” (Interviewee 7).

All interviewees agree that the entry of techfin companies will have a very big impact, mostly
affecting the traditional banks. The majority of the interviewees is welcoming to the entry
of techfin companies and believes it will do good for the development of the industry:
“In my opinion the new players are welcomed as long as they adopt the same rules as
all the other players. -- It is very important for us that the trust in the industry stays at
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a level where people are confident in using new solutions, including the ones offered by
us. -- I see it as a good thing, competition adds options and improves service for the
consumers.” (Interviewee 6, author’s translation).
“Everything that shocks the current regulated, stiff, antiquated industry is in the long
run good for the development of the industry. It makes the existing players develop better
services and partner with innovators.” (Interviewee 2, author’s translation).
Some interviewees felt that the entry of techfin is going to be initially great, but there might
be downsides further down the road:
“In the first phase I think it will be really good. In the second phase it might turn on us
a bit, in the sense that it might destroy small companies. -- It’s good from the point of
view that the world for banks has not changed much if at all, and now they’ll be forced
to make changes.” (Interviewee 8, author’s translation).
“For us it is good because they're going to torch the idea that your bank accounts or
your money needs to stay with your bank. Because in that moment, if you can do it via
Facebook, you can do it also through us. Thanks to these technology companies entering
the market there will no longer be this hard link there is still today, that my money needs
to be with banks. -- But if Facebook and others are going to start doing the same things
we're doing, well that’s going to kill us probably or it is an opportunity for us and other
companies to sell their product and to sell their company to these huge giants.”
(Interviewee 1).
One interviewee explicitly believed the threat of standalone fintechs to be slightly overhyped
and that the amount of fintechs emerging and getting funded will decrease:
“Standalone fintech businesses have obviously attracted lots of venture capital in recent
years. Their ability to grow it's been predicated on that huge pumping of funding into
them and eventually the funding starts asking questions about the long-term
profitability, the long-term acquisition strategy, etc. So eventually that burst of capital
is going to die down.” (Interviewee 7).
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4.3.2 Prerequisites for success

Emotional intelligence to partner and new business models were seen as success factors for
fintechs in the changing landscape by many of the interviewees:
“Times where a single player in the industry can create something successful alone are
gone. -- Those able to bring out solutions that make customers’ life easier will succeed,
given that they’ve managed to partner with banks to create business models where banks
benefit as well.” (Interviewee 2, author’s translation).
“I think there's always there's always people who were arrogant enough to think that
we can just do the stuff on their own. I think from a FinTech perspective there's a
increasing realization that this isn't about them creating every product. This is about us
as an ecosystem in the marketplace to actually allow customers to have better choice. - I really think fundamental to this is that it’s not just about going like, well do we have
an API, can we integrate the thing, this is about fundamental transformation of business
models. And actually if you're at the point where you have enough emotional intelligence
that actually you can start thinking about really disrupting your business model, then
you're in a situation where you're probably going to survive the next 25 years of major
disruption to the financial services organizations, because I honestly think that's the
only way that they will.” (Interviewee 3).
Possible partnerships between techfins and traditional financial organizations as well as
techfins and fintechs were mentioned. Half of the interviewees expressed that banks as we
know them could mainly be seen as a platform or commodity in the future, leaving little if
any upside for them:
“You get into the kind of dichotomy of who's the services and who’s the plumbing, like
who's distribution, who’s manufacturing. If the banks get pushed into that partnership
place where they’re purely manufacturing products, they're going to really suffer. -- If
you never see your customers because you've been disintermediated through another
player, and then your ability to do cross-sell and upsell is dead. And if that’s dead then
universal banking is dead. And it becomes a low-cost commoditization utilization play.”
(Interviewee 3).
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“Banks are losing customer control, and that's always an essential thing for any
company.” (Interviewee 5).
“It might be that in some period of time the smart players will see banks as a kind of
operating system, a platform, where solutions are created by third parties.”
(Interviewee 2), author’s translation.
“Banks are going to be a commodity. -- So this means that companies like Facebook or
even my start-up can build on top of these banks and create their own products they can
create their own products. From my point of view the banks as we know now are going
to change. They're going to leave the retail market to all these kinds of companies
because banks also recognize that they're not good in tech products or to have a very
customer centric approach. They're going to leave the retail market to other companies
while they're going to focus their self on investment banking.” (Interviewee 1).
Fintechs having already stepped into the regulatory space and big technology companies
providing tooling, partnerships between techfins and fintech were seen plausible:
“Fintech challengers could be better strategic partners for the big non-fs digital players
then the banks could be. So in that scenario we're again talking about who does product
manufacturing or who does product distribution. The people with the biggest community
should always be doing distribution.” (Interviewee 3).
“Big techs have big sets of tooling and stuff that you can use to create other value-added
services. So in that respect, small fintechs will have much quicker access to toolboxes,
to hosting. -- You could just start experimenting with the minimum viable product and
it shouldn't cost that much. -- So I do think that strategically, the new fintechs will turn
to those companies quicker than they will to traditional advice because the most fintechs
are in the end ICT company, so they need they need to build something and they need
tooling.” (Interviewee 5).
“It’s even quite natural for a fintech to partner with a technology giant. -- We’re using
their platforms and products so it’s very natural and easy.” (Interviewee 6, author’s
translation).
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Majority of the interviewees felt that the was and is a clear need for fintech companies, which
explains their success. Commonly mentioned success factors included customer experience,
transparency, low cost and agility. Here is what some of the interviewees said on the topic:
“I think that the ability to be agile is part of the success, that quickly move. Where we
find dealing with some of the old banks, their ability to maybe even update the website,
they have policies that takes six months to enact and committee and the committee of
lots of people in this big institution to make a very simple decisions. For the smaller that
they are, the more agile that decision can be made on the spot, it’s not committee it’s a
person. And we find the reaction and ability to turn around is enough lot quicker.”
(Interviewee 4, author’s translation).
“The ones that have grown really quickly from the early days have taken playbooks
from other industries into the backwards industry that we operated in. The ones that are
currently succeeding --, are particularly focused on successfully partnering with banks,
whether it's enabling technologies or alongside banks, which is very much our
strategy.” (Interviewee 7).
“The competitive advantage is that we have the ability to move quicker, the ability to
listen to the customers more and also to create this specific and vertical product. -- The
advantage here is that you can be keep focus on the specific aspects of that user case
and in making a great product.” (Interviewee 1).
“A lot of fintechs are just coming along and going; Hey, we're like you, we’re normal
people. We're going to talk to you like a normal human being, here's the thing that
benefits you and this is how it benefits us as a business as well, so there's like a you
know win-win trade thing here, is this cool? And that for this generation is really sort
of resonating.” (Interviewee 3).
The fact that fintechs are now increasingly getting distribution, was believed to continue to
be important as the landscape is changing:
“The most important thing is how many new customers are they onboarding in a week
or in a month, that might very well be the one criterion that will always show if the
service is good.” (Interviewee 8, author’s translation).
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According to one of the interviewees, it’s good to be first, and that explains a lot of the
fintech success fintech companies had when banks were not doing anything particular to
improve their services. As more people are entering the sector one of the interviewees had
witnessed the fintech focus changing from payments to retail banking to SME space, wealth,
stocks and trade. The majority of the interviewees believed that fintechs are here to stay as
there is still opportunities to take:
“The beachheads of the trends are kind of following each other. All of these value chains
are still opportunities because like mortgages are fucking terrible, so somebody needs
to come on and do that better. But then so is life insurance and health insurance and
savings accounts and proper investments and all of these different things. Personally,
I think it's like there's so much more opportunity like FinTech is definitely not going to
go away in this space, because there's so many opportunities sort of still left on the
table.” (Interviewee 3).
“I kind of feel like they (fintech challengers) are in there for the journey and as that
generation that started with those early disruptors in this space get older and get more
complex lives, then those challengers are going to get more complex as well.”
(Interviewee 3).
“We are yet to see anything revolutionary, so there is still a lot that could be done. I
believe PSD2 might bring it as new opportunities arise, but it might take the rest of the
year to actually happen.” (Interviewee 8, author’s translation).
When it comes to surviving the entry of techfins the interviewees commented for example
in the following ways:
“Us, compared to those big companies, we really customize our solution to an
individual company, and Google or Facebook, or whatever, they just provide API's, and
say you come to us, this is how you do it. And that's not what companies want.”
(Interviewee 5).
“I think the small player needs to be good enough to be bought off by the big players,
or to find a small enough sector to specialise in.” (Interviewee 8, author’s translation).
“I’d say that in this initial phase fintechs will survive if they can manufacture their own
end-to-end solution and work with technology companies or platforms such as AWS or
Google. But in practice everyone should in some form work together to bring
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innovation. -- So there is no one way to win or lose the game, but instead there will be
a lot of variation in how services are being offered.” (Interviewee 6, author’s
translation).
“We won't live to fight with them (non-FS big tech), we’ll be a part of their entry because
they will have so much power momentum when they do it.” (Interviewee 7).

While most of the interviewees believed that fintechs are not going anywhere, one
interviewee believed there will be a clear decrease in the number of fintech companies that
is not just explained by a typical start-up scene where not all ideas and concepts survive:
“I personally think we're coming to the end of the hype cycle in FinTech. There may be
more fin techs coming into the market, but unless they're doing something
extraordinarily exciting and disruptive, I think they'll struggle to get capital. -- I don't
see many more fintechs coming. I think the number of fintech starting up will, or
certainly getting funded will decrease.” (Interviewee 7).
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5

DISCUSSION

The purpose of this study was to examine how techfins – big technology companies offering
financial services in addition to their already established businesses – are perceived by
fintech companies, and how fintech companies see themselves as parts of the value chain in
the financial services sector. The main research question framed was: ‘How are established
technology companies such as GAFAM and BAT characterized in respect of entering the
financial services sector, and how are they affecting the value creation strategies and success
factors of fintech companies?’, which was further divided into two sub questions. This
chapter presents the answers to the research questions as well as further discussion of the
results in light of the theoretical part of the thesis. The sub questions and corresponding
answers are as follows:
RQ1. How are techfin companies characterized in respect of entering the financial
services sector?
The study suggests that big technology companies have a strong brand, financing, large
customer base, superior technological capabilities and offer engaging services consumers
are known to love. This puts them in a good position to branch out of their core beachhead
business, and this is why the emergence of techfin companies is expected to have a huge
impact on the financial services industry. Recent data scandals or bad publicity big
technology companies might have gone through is not believed to have had shattered the
trust of consumers in the brands, and the companies are believed to be able to position and
market themselves in a favorable way. The entry of techfin companies is believed to be good
for the development of the industry and it is welcomed by fintech companies. The regulatory
environment is also expected to be welcoming towards techfins, with the biggest give away
being open banking initiatives that open the sector for more competition.
We are seeing the first phases of techfins entering the financial sector, especially in
payments, but the full momentum of techfins is not expected to happen quite yet. This is
accounted for existing business between technology companies and financial service
providers as well as willingness to get to the market without getting into the regulatory space,
which would mean allocating significant amount of resources to handle regulatory
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compliance. Techfins are believed to emerge as technology companies are naturally
extending their business, which could mean fundamentally different solutions or, while of a
less common opinion, their own brands of traditional banking solutions. Techfins are aiming
to create end-to-end journeys, and examples from Asia could serve as an example as to what
Western techfins might look like in the future.
RQ2. How does the emergence of techfin companies affect the way fintech companies
are provisioning their offerings?
The implications for fintechs are largely focused on emotional intelligence to understand
that the future of financial services is more about being a part of an ecosystem rather than
trying to build it alone. All parts of the value chains in the financial services industry are
opportunities for fintech companies, and many areas such as mortgages, life insurance and
health insurance are still waiting to be improved from a customer experience perspective.
While it is not necessary, or plausible, to own the entire value chain, fintech companies will
grow more complex as the lives of their early adopters get more complex through, for
example, marriage and kids. On the other hand, the fintech boom is expected to come to an
end, meaning that the amount of standalone fintechs emerging will decrease as securing
funding will be harder. What will be a possible success factor for the already existing
fintechs, as well as a lifeline for financial incumbent organisations, is to be open to
completely rethink their business models as a part of an ecosystem where techfins are a
prominent player. Fintechs will be a part of techfins entry in one way or another, and we will
see offerings being provisioned in a variety of ways as there is no one way to lose or win.
The following uncertainties affecting the unfolding of future financial services ecosystems
were discovered:


Are techfins going to benefit from data advantage?



Is there a risk of techfins growing too big and should this be addressed with
regulation?



Will regulators have authority over techfins?



When will mass adoption of open banking happen?



What kind of a value chain will open banking enable?
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What will happen to the existing business between big technology companies and
financial incumbents when technology companies start taking more significant steps
in the financial sector?



Will techfins become fully regulated?



Will techfins aim to partner with fintechs, banks or both?



Who is doing what in the ecosystems formed?



Will banks be pushed to a partnership where they have no upsides and disappear?

This study shows that the implications of emerging techfins are significant for the other
players in the financial services sector. Techfins are already taking steps in the financial
services sector, most prominently in the payments sector, but also in wealth management,
insurance, lending, credit scores and cloud computing. The financial ecosystem as Lee and
Shin (2018) suggested has changed as techfins cannot be categorized mainly as technology
developers but are indeed becoming an increasingly significant element of the financial
sector. Other elements of the financial ecosystem – fintech startups, government, financial
customers and traditional financial institutions – persist. PSD2 and open banking are
supportive towards fintechs (Milne, 2016) but also towards techfins. The opportunity for
these two non-bank players to benefit from open banking is believed to be very similar. This
also serves as evidence of regulators at very least initially welcoming techfins to financial
services industry to mitigate competition concerns. Should any techfin grow too big causing
over-reliance on one large player (KPMG, 2017; Lovells et al, 2017) or the responsibility
for their data is not obeyed (Arnold, 2018b; Binham, 2018; Zetzsche et al, 2017), regulators
are expected to take action. With open banking allowing third parties to expand their services
(Cavallo, 2017), banks are faced with the requirement to change without getting any upsides.
This will be especially true if banks end up in a partnership without the opportunity to crosssell and upsell, meaning that their profitability will suffer. Despite the burden of legacy
systems (Nicoletti, 2017), banks have managed to persist. Even though startups are getting
distribution, banks still currently have the majority of customers. This has been accounted
to banks’ long history and security that comes with it (KPMG, 2017). Additional reason
discovered could be the lack of genuinely different options, as many fintech solutions, while
have improved customer experience, are not that groundbreakingly different to make
customers switch. On the other hand, when people do switch, they might never close their
old account, meaning that the incumbent might not know that they’ve lost the customer. This
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would make innovation even harder for incumbents already suffering from timely innovation
processes (Nicoletti, 2017). Fintechs have continued to target distinct segments of the
financial industry (Brummer and Yadav) with different trends in the segment that is being
focused on. The first segment where a lot of innovation was happening was payments, after
which the focus has moved to retail banking and currently a lot of the innovation is
happening in SME solutions. Fintechs will add services around their core service to
accommodate the complexity of the lives of their users, leading to rebundling which
according to Schaus (2016) could pose an even bigger threat to banks than unbundling. The
entry of techfins is welcomed by fintechs as it is believed to push the industry forward and
increase the customer adoption of non-bank solutions.
The success factors for fintechs and techfins are very similar, which is common for
organisations in the same industry (Rockart, 1979). Success factors found for fintechs we’re
all shared with techfins as well. The shared success factors identified are customer focus,
agility, low-cost structure, no jargon, scalability and no burden of legacy. These are
consistent with the critical success factor models introduced by EY (2016) with innovative
and compliance light missing. Possible reason for innovation to not have surfaced in the
study could be that at this point of fintech revolution innovation is given, which is why
interviewees did not think to mention it separately. As for compliance-light, fintechs are
increasingly entering the regulatory space through obtaining various licences or even full
banking licenses. There were additional success factors mentioned for techfins. These are
existing customer base, strong brand, amount of customer data and availability of funds. The
notion that techfins are expected to stay out of regulation and benefit from what they can do
in the financial services industry without becoming regulated, as also noted by Zetzsche et
al (2017), could extend the success factor compliance-light associated with fintechs (EY,
2016; Nicoletti, 2017) to techfins. According to Damyanova (2018) and Zetzsche et al (2017)
the data advantage of techfin companies would give them advantage over the other players
in the financial services sector. The advantage of profiling customers was acknowledged
here as well, but from the fintech perspective this advantage is not as intimidating as it might
be for the incumbents. The increasing consumer trust non-bank financial institutions like
techfins and fintechs have (Bain & Company, 2017; Wyman, 2016) has not been affected by
recent data scandals. The fintech companies interviewed saw no reason why consumers
would not trust techfins, and if any damage to the brand was done, it could be reversed by
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offering solutions consumers truly value. Trust is one of the things fintech companies have
to build from the ground up, whereas techfins will benefit from trust, and other experiences
(Shocker, 2004), initially formed in non-financial relationships with customers, as
mentioned by (Zetzsche et al, 2017), explaining the point gap in trust discovered by Bain &
Company (2017). Availability of funding is a factor that could play a key part in what the
ecosystem will look like, as it is expected that venture capital will not be as readily available
for standalone fintech companies once the hype of fintech evens out. Assessing the success
factors of techfins in the light of the theoretical framework of threat posed by new entry
(Porter, 1979), techfins are in a good position to change the industry structure.
The full force of techfin entry is going to happen over a longer period of time in different
phases as techfins are coming out with financial services and experiences that are a natural
extension of their existing businesses and increase the participation in their own ecosystem.
The fact that fintech companies are applying for banking licenses supports what was said by
Zetzsche et al (2017) on the distinction between incumbents, fintechs and techfins dying
down over time as the different players match each other’s current success factors. Another
possible scenario that was brought up during this study as well, is that techfins will erupt the
business of incumbents (Pollari, 2016). According to Lautenschläger (2017) fintech
companies might be bought off by techfins, which also was brought up by the interviewees
as a possibility. Techfins are large technology firms that are entering the financial services
sector where small firms and big incumbents already operate. Pan and Hanazono (2018)
found that in a setting like this the entry of a large firm will cause disappearance of small
firms with substitute products, and emergence of small firms with complementary products.
This study showed that some fintechs are conscious about possibly being out of the game
should a techfin start doing what they are doing. However, with new value chains forming,
each link is an opportunity for fintechs, which could result in the emergence of fintechs with
complementary services, or more likely, disruption of the business model of existing players
– both fintechs and incumbents. This study supports the notion of the development of the
relationship between fintechs and incumbents from competitive to collaborative (e.g. Ashta
and Biot-Paquerot, 2018; Pollari, 2016; Temelkov, 2018; Zalan and Toufaily, 2017). The
strategies of fintech companies are not focused on replacing banks and creating their own
version of every banking product, but instead emotional intelligence to form partnerships
and being a part of an ecosystem is called upon. There is no single way to construct a winning
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solution, and a lot of variety in partnership play between techfins, fintechs and incumbents
is expected to be seen as the ‘who does what’ of the ecosystems is being explored. What is
evident is that techfins will have great force in entering the sector, and fintechs will be a part
of the entry.
5.1

Limitations and future research

This thesis has a few limitations. Firstly, as a multiple case study of eight cases, the small
sample size limits the generalizability of the results regardless of the using a purposeful
sampling strategy to include different fintech sectors in the study. The geographic coverage
of the sample could also affect the results. Secondly, the semi-structured nature of the
interviews means that the possibility of responses being affected by interviewer or response
bias exists and that the meaning intended by the interviewee might not be understood the
same way by the interviewer. The interview situation did however allow for questions to be
clarified and responses confirmed when necessary, which increases the level of validity.
Possible future research directions could be derived from the industry uncertainties
uncovered. It might be interesting to explore how incumbent financial organizations see the
entry of techfin, and how might they retaliate. To see if the distinction between the different
players is indeed dying down, the initiatives of banks to utilize data could be explored.
Collecting further evidence on techfins activities in financial services including licenses and
partnerships would give a more detailed picture of what techfins are doing in the financial
services sector, and who they might want to partner with. Exploring the relationship between
techfins and incumbent financial organizations could shed light on how far into financial
services can techfins venture without losing the existing business with incumbents, if there
is such line.
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APPENDIX I
Interview guide
What do you think about techfins with regards to the impacts of them entering the financial
services sector?
Do you believe techfins seek to enter the financial services sector as product distributors or
product manufacturers? Why?
How do you expect techfins to be treated under regulatory frameworks?
How would you assess the trustworthiness of techfins’ from consumers’ perspective and will
this affect their entry to the financial services market?
What are the factors that have enabled success for fintech startups, and do you expect these
to change as more players are entering the financial services sector?
How do you believe the entry of techfins will affect strategic priorities of fintech startups?
What is the potential of open banking for fintech startups, and for techfins? Are they in a
different position to leverage it? If yes, why?
Whether it’s competing, collaborating and/or coexisting with techfins, what are the strengths
and weaknesses of fintech companies in coping with the change?

