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Abstract

:

The financial sector is experiencing an accelerated process of transformation shaped by fintechs, which opens an important window of opportunity to increase financial inclusion in emerging markets, such as Brazil, with high financial exclusion. Thus, this article investigates, through a Delphi approach involving fintech professionals, the potential of fintechs to enable financial inclusion in emerging markets, using Brazil as a proxy. The analysis carried out identified three domains related to fintechs that have the potential to impact financial inclusion: (i) fintechs can serve niches of people without a bank account in the traditional financial market, (ii) fintechs can reduce costs for clients through increased competition, and (iii) fintechs can offer financial services in remote locations, far from traditional financial institutions. Thus, with the objective of developing a public agenda of financial inclusion through fintechs, the article proposes four lines of public policies: (i) expansion and modernization of mobile and internet infrastructure, (ii) improvement of the population’s financial and digital education, (iii) implementation of a trustworthy environment for the fintech clients, and (iv) development and enforcement of an effective legal and regulatory framework for fintechs. These policies, if implemented, can benefit people excluded from the financial system around the world.
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1. Introduction


Information and Communication Technology (ICT) has impacted several business industries and created new ones, transforming old paradigms of competition, work, and employment. Thus, in an accelerated way, technological innovations have changed traditional sectors of the economy and the society in general [1,2,3].



In the financial sector, it is no different. According to CGAP (Consultative Group to Assist the Poor), innovative services are being made possible by ICT in an increasingly accelerated way, a process that started with mobile network operators together with a large number of agents offering services related to mobile money (m-money) [4], and which culminated in the appearance of fintechs—financial organizations that use ICT to offer their financial products and services [5].



Innovations brought about by fintechs have the potential to rethink the way companies in the financial market create and deliver their products and services [6], offering opportunities for entrepreneurs to promote inclusive growth [7,8]. Chatain et al. [9] argue that by fully utilizing the potential of mobile phone services, nearly 1 billion unbanked people could have access to formal financial services (numbers of 2009). Likewise, ICT may have a significant impact on the financial inclusion of people and companies that have little or no access to the traditional banking sector [10]. In fact, the Inter-American Development Bank, in a survey conducted for Latin America and the Caribbean, found that 46% of fintechs in this region are focused on this type of client [11].



Interestingly, in many developing countries, although financial exclusion is still high by the standards of developed countries, the number of fintechs operating in the financial market has grown steadily, such as in Brazil [12]. Brazil is an emerging market with a large economy, being a member of the G20. The country encompasses a large area with great distances to be covered, being partly occupied by the Amazon Forest and presenting great socioeconomic disparities—issues that have prevented part of its population from being financially included [13]. In fact, bringing the discussion to the Brazilian context, the vigorous growth of fintechs in a country where 45 million people over the age of 16 are unbanked suggests an opportunity for the country. In line with this, USD 500 million was invested in fintechs in 2018 in Brazil, with the number of these companies reaching 423 in December of that year, an increase of 36% compared to 2017 [14]. Based on this, Brazil can be considered a proxy for emerging markets where financial exclusion is still high, despite the large, and rising, number of fintechs operating in the country.



That being said, this article investigates how fintechs can impact financial inclusion in Brazil from the perspective of fintechs themselves. In particular, the article seeks to identify, quantify, and classify the main factors that can induce this impact. To this end, industry experts (top executives, directors, and CEOs of Brazilian fintechs) were consulted via the Delphi method.



Understanding how fintechs see themselves in relation to their potential for enabling financial inclusion can help realize the disruptive potential of ICT, allowing the development and deployment of a public agenda focused on increasing financial inclusion in Brazil and other similar emerging markets. Indeed, two billion adults globally do not have access to formal financial services and are excluded from opportunities to improve their lives [15]. Moreover, digital technologies offer affordable ways for the financially excluded—the majority of whom are women—to save for school, make a payment, get a small business loan, send a remittance, or buy insurance [15]. However, most research on fintechs overlook their potential to promote the financial inclusion of unbanked and underbanked people in emerging markets, such as Brazil, this being a research gap to be filled [16]. Thus, the present study seeks to answer the following research question: What is the perception of fintechs professionals about the potential impact of fintechs on financial inclusion in Brazil?



This study is structured as follows. After this introduction, a literature review on the subject under investigation is presented. The following section presents the methodological procedures adopted, i.e., the description of the Delphi method, as well as the sampling and data collection and analysis processes. Then, in the next section, the results obtained are detailed to be discussed in the ensuing section. Finally, in the last section, the conclusions of the research are presented.




2. Literature Review


In order to answer the research question of this article, it is necessary to address some important theoretical issues, namely financial inclusion, fintechs, and the relationship of fintechs with financial inclusion, as presented below.



2.1. Financial Inclusion


The importance of financial inclusion for long-term sustainable economic development and growth is such that institutions, such as the IMF (International Monetary Fund), G20, IFC (World Bank International Finance Corporation), and AFI (Alliance for Financial Inclusion), in addition to central banks in many countries have been developing and implementing local and/or global agendas to promote it [17,18]. Moreover, financial inclusion is considered an enabler of some of the developmental goals in the 2030 United Nations Sustainable Development Goals [19]. Indeed, financial inclusion is featured as a target in eight of the seventeen sustainable development goals (SDG) [20]. These include SDG 1, on eradicating poverty; SDG 2 on ending hunger, achieving food security, and promoting sustainable agriculture; SDG 3 on profiting health and well-being; SDG 5 on achieving gender equality and economic empowerment of women; SDG 8 on promoting economic growth and jobs; SDG 9 on supporting industry, innovation, and infrastructure; and SDG 10 on reducing inequality. Additionally, in SDG 17, on strengthening the means of implementation, there is an implicit role for greater financial inclusion through greater savings mobilization for investment and consumption that can spur growth. Thus, financial inclusion is perceived as a critical factor for the sustainability of a nation, allowing it to mitigate the socioeconomic exclusion of its poorest population [21]. In fact, indicators and statistics, reveal how big the differences are between developed and developing countries with regard to their financial inclusion [22].



Often, the academic literature sees financial inclusion only as a matter of access to the financial system. Wilson [23], for example, argues that the original definition of financial exclusion is associated with processes that prevent poor people and some social groups from accessing the financial system. Likewise, Carbo et al. [24] associate financial exclusion with social exclusion. Undoubtedly, not having access to the financial system has several negative consequences, such as exposure to risks for carrying physical cash, potentially higher costs associated with check cashing, and difficulty in managing short-term obligations [25]. However, access to financial services does not, by itself, constitute financial inclusion. Siddik and Kabiraj [26], for example, propose a definition of financial inclusion that includes, in addition to mere access, the use of these financial services, with special emphasis on credit.



It is important to highlight that in Brazil, although 70% of the population over 15 years of age has access to the financial system [27], a large portion of this access is through bank correspondents [28], which tend to offer limited services; not providing, for example, savings, credit, or insurance [29].



Moreover, access to and use of financial services alone are still not enough to improve the life of consumers [30]. Indeed, the growth of digital credit in East Africa through credit providers has led to late repayments, over-indebtedness, and default rates, especially among the poor, younger people, and rural population. In line with this, Diniz et al. [31] and the Central Bank of Brazil [32,33] see financial inclusion more broadly than just access and use of financial services. They define it as sustainable access to and use of affordable financial services, adapted to the needs of the population and favoring mainly low-income groups, usually unbanked or underbanked.




2.2. Fintechs


Fintechs are financial organizations that, using new ICTs, have broadened the scope of the financial industry, bringing about revolutionary transformations related to the operation of this sector [34]. However, the fintech concept, despite having gained importance only in recent years, has been discussed by experts for much longer. Arner et al. [35] explain that the term fintech has been used since the mid-1990s, marked by Citigroup’s attempts to use the technology to facilitate its operations (for Arner et al. [35], the term FinTech is the contraction of financial technology). Neenu and Hemalatha [36] agree with the idea, claiming that the concept of fintech started among banks to facilitate their operations with the help of technology. Reed [37] states that the term fintech was originally used to describe the technology that was used by clients in negotiations with financial institutions. Salampasis and Mention [38], however, explain that it was only after the 2008 financial crisis—with the discredit of many people in relation to the traditional financial system—that the term fintech started to become popular, being associated with the offering of the same services provided by traditional financial institutions in a new and simplified way.



For Arner et al. [35], fintechs can be seen as the marriage between financial services and ICT; thus, representing the technological capacity to develop and offer new financial solutions. The authors also argue that fintechs can address the following areas: finance and investments, financial operations and risk management, payments and infrastructure, data security and monetization, and customer interface. From another perspective, Chishti and Barberis [39], Salampasis and Mention [38], and Appiah-Otoo and Song [40] discuss the impact of fintechs on the financial inclusion of the population. According to them, fintechs are able to reach the bottom of the economic pyramid and can have a strong socioeconomic impact in emerging markets. For the authors, the key point for this is the use of the Internet and other ICTs to educate and raise awareness among the unbanked and underbanked population, since the awareness of the opportunities offered by the financial sector is crucial for them to have more possibilities of social inclusion.




2.3. Fintechs and Financial Inclusion


Since the emergence of fintechs, there have been studies that investigate the relationship of fintechs with financial inclusion. However, there are no studies investigating the relationship of fintechs with financial inclusion from the perspective of fintechs themselves [41]. In the scientific literature, however, it is possible to find characteristics of fintechs that have the potential to impact financial exclusion—eliminating or at least reducing it.



Therefore, in order to address the relationship of fintechs with financial inclusion, a literature review was conducted in this realm. Initially, due to its scientific recognition and easy access by the researchers, the Web of Science database was chosen, comprising the following sub-databases: Science Citation Index Expanded (SCI-EXPANDED): 1945–present; Social Sciences Citation Index (SSCI): 1956–present; Arts and Humanities Citation Index (A&HCI): 1975–present; Conference Proceedings Citation Index-Science (CPCI-S): 1990–present; Conference Proceedings Citation Index-Social Science Humanities (CPCISSH): 1990–present; Book Citation Index-Science (BKCI-S): 2003–present; and Book Citation Index-Social Science Humanities (BKCI-SSH): 2003–present. After this, the search criteria were established, with the expression “fintech” being used in the “topic” field of the query, which encompasses the title, abstract, and keywords of the articles stored.



The search process carried out in March 2020 identified 304 articles on fintechs, of which 35 addressed, to a greater or lesser degree, the relationship of this concept with financial inclusion by means of fintech-induced financial inclusion drivers—hereinafter called Di. These articles were then screened in order to investigate the drivers of financial inclusion tackled by them. Thus, fourteen drivers of fintech-induced financial inclusion were consolidated from the extant academic literature on this subject. Table 1 presents the labels of these drivers (Di, i = 1 to 14), their descriptions, with a focus on their potential to enable financial inclusion, as well as the academic references from where the drivers come from.





3. Methodological Procedures


This article uses the Delphi method; an iterative process to collect and analyze anonymous expert opinions via a series of data collection obtained in successive rounds. The method is quite appropriate to expand knowledge about a problem and/or to create scenarios [42]. Based on that, the aim of this work is to ascertain the potential of fintechs to promote financial inclusion in Brazil and other emerging markets. To achieve this, one applied the Delphi method to collect, analyze, and consolidate the perceptions of fintechs professionals about how fintechs can impact financial inclusion in emerging markets, such as Brazil.
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Table 1. Fintech’s Potential to Impact Financial Inclusion: drivers, descriptions, and references.
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	Drivers of Fintech-Induced Financial Inclusion (Di)
	Descriptions
	References





	D1
	Fintechs have low operating costs, managing to offer services to clients at lower values than traditional financial institutions.
	[22,43,44]



	D2
	Fintechs foster competition in the financial sector, leading to the average cost of services being reduced.
	[45,46,47,48]



	D3
	Fintechs develop more elaborate analyses of the information available about clients, leading them to better evaluate the risks of an operation.
	[17,49,50,51,52]



	D4
	Fintechs have algorithms capable of using qualitative information to refine the risk analysis developed and used by traditional financial institutions.
	[10,49,50,51]



	D5
	Fintechs provide products and services designed to guide good financial decisions, stimulate savings and social security planning, and avoid irresponsible debt assumption or the payment of unnecessarily high fees.
	[31,53,54,55]



	D6
	Fintechs can offer products and services designed to assist in the management of formal and informal micro and small businesses, namely tax planning, financial flow management, etc.
	[11,31,53,54,55,56]



	D7
	Fintechs, via the Internet and cell phone, can provide services independently from physical agencies and service stations; thus, meeting the financial needs of isolated communities.
	[22,31,57,58]



	D8
	Fintechs can meet the needs of client niches whose specific characteristics are at odds with the traditional financial sector.
	[46,51,59,60,61]



	D9
	Fintechs have business models based on disintermediation, facilitating access to financial services.
	[10,62,63]



	D10
	Fintechs comply with a more flexible regulation, which makes them more agile and less bureaucratic in the provision of financial services, which allows fintechs to work with unattractive clients for traditional banks.
	[22,46,58,61,64,65]



	D11
	Fintechs may represent an alternative for those who feel intimidated or uncomfortable in banking branches, to the point of feeling unable to access the financial system.
	[22,25,31,61]



	D12
	Insurtechs, through ICT, can offer more personalized and flexible insurance, with the potential to attend to an audience previously neglected by the traditional insurance market.
	[23,29,66]



	D13
	Fintechs provide tools that might facilitate the negotiation between service providers and borrowers (matching, reverse auction, etc.)
	[53,54]



	D14
	Fintechs can carry out more comprehensive and flexible risk assessments by considering more information, and thus, offering credit with less guarantee requirement.
	[26,46,48,66,67,68]








The Delphi method has been used to gather insights and forecasts about specific issues [69]; in this case, the potential impact of fintechs on financial inclusion. Thus, this article does not follow the positivist paradigm, discarding the use of surveys, structural modeling, and hypothesis testing to predict the impacts of fintechs on financial inclusion. In fact, similar to this research, there are several other examples using the Delphi method to forecast the impacts of new technologies [70,71].



Delphi method can be compared with three alternative group communication techniques, namely conference telephone call, committee meeting, and formal conference [72]. For this research, both the committee meeting and the formal conference would not be possible to apply since they would demand all the participants to meet at the same place at the same time. A conference telephone call would have been possible in the unlikely event that all the participants were available at a determined date, but it presents a strong disadvantage if compared to the Delphi approach—the potentially high psychological effects that are avoided by the anonymity in the Delphi method.



Moreover, there are circumstances that usually support the application of the Delphi approach [72]:




	
The experts who will contribute to the research do not have an adequate communication background and, eventually, represent different contexts in terms of experience and expertise.



	
More individuals are needed than would be feasible for effective face-to-face interaction.



	
Time and cost make frequent group meetings impossible.



	
The efficiency of face-to-face meetings can be increased by an additional group communication process.



	
Disagreements between individuals are so pronounced or politically unavoidable that the communication process needs mediation and guarantee of anonymity.



	
The heterogeneity of the participants needs to be preserved to guarantee the validity of the results. In other words, the dominance of some subgroup of participants must be avoided, either by the quantity or strength of personality.








As all participants in this research are professionals and executives of fintechs who do not even reside in the same state in Brazil and do not necessarily know each other, it can be said that, to a greater or lesser extent, most of the circumstances listed above apply. Thus, the Delphi approach is suitable for conducting the proposed research.



3.1. Sample and Data Collection


The Delphi method is operationalized through questionnaires applied iteratively to a sample of participants and designed with a focus on the problem to be addressed, in this case, the potential impact of fintechs on financial inclusion in Brazil.



According to Kezar and Maxey [73], when the sample of participants is homogeneous, a group between 10 and 15 people is sufficient for the Delphi method. Thus, 110 professionals and executives from fintechs were contacted so that, even with a significant number of dropouts throughout the process, both the sample size and the homogeneity conditions were met. The authors used a report from the Central Bank of Brazil on fintechs operating in Brazil. That document contains, in addition to the list of fintechs, information about their main professionals/executives. Of the names contacted, 110 replied. All of them belonged to a specific fintech, with no fintech being represented by more than one professional.



The participants were initially contacted by phone and email and received detailed explanations about the research and the method to be used. In total, 41 of the 110 people who returned expressed interest in participating. Of these 41 persons, 28 took part in the first round of the survey whereas 17 took part in the second, when, as will be shown below, enough consensus was reached among the participants. All questionnaires were administrated via email.



There was, therefore, dropouts between rounds due to the profile of the interviewees, mostly senior executives and/or founders of fintechs with little free time, and the distance between the researchers and them. However, as it was already mentioned about the Delphi method, for a reasonably homogeneous group, as is the case, a sample of 10 to 15 people would be enough [73]. Thus, the final number of participants was considered adequate.



All participants have higher education, and most of them (71%) have postgraduate, master, or doctoral degrees. Their average time of experience is 12.3 years, and the average age is 38 years, presenting a relatively young profile, compatible with the fintech sector. Regarding gender, three women participated in the survey, showing a clear gap between the number of women and men (82% of the total). Concerning their positions, all participants hold executive positions in Brazilian fintechs, and almost 90% of them (15 respondents in total) are directors or CEOs of fintechs.



Data were collected according to the Delphi method, whose application is characterized by four key factors [42]:




	(1)

	
Anonymity of the participants, so that they feel encouraged to freely express their opinions.




	(2)

	
Iteration, so that participants can reconsider, reassess, clarify, or even modify their points of view.




	(3)

	
Structured feedback between iterations, so that the participants are informed of the variety of different points of view coming from the other participants.




	(4)

	
Statistical aggregation of responses, so that it is possible to analyze and interpret the data.









Participants were asked to rate their degree of agreement with the potential of each of the 14 proposed fintech-induced drivers to provide digital inclusion (Table 1). This was done using a five-point Likert scale, namely: 5 = “strongly agree”, 4 = “partially agree”, 3 = “neither agree nor disagree”, 2 = “partially disagree”, and 1 “strongly disagree”. Following this, the averages obtained from the ranking of these drivers were generated.



The questionnaire applied in the first round of the Delphi method was structured to allow participants to freely register their opinions [73]. In addition to being asked to complete the questionnaire, participants were also encouraged to provide comments to justify their decisions. Furthermore, although this did not happen, they were free to suggest new drivers and/or revise the ones presented. They could also group the drivers if they felt it necessary.



Each subsequent questionnaire was developed based on the outcomes of the previous one [42]. The process was interrupted when an adequate level of convergence between respondents (calculated via Kendall’s W statistical test) and consensus between ensuing rounds (calculated via Kendall’s Tau coefficient of correlation (T)) was reached, as presented below.




3.2. Data Analysis


Data analysis was performed as suggested by Delobelle and Guillon [42], who highlight the importance of intermediate statistical analysis at the end of each round of the Delphi method. Thus, at the end of the second round, Kendall’s W statistical test was carried out, through which it is possible to calculate within a Delphi round the degree of convergence between the rankings proposed by each specialist. The use of W allows realistic measurements of the level of consensus among participants when compared with the values in Table 2 [74].



Even with an adequate degree of consensus within the respective iteration, the consensus level between the rounds must be assessed; for this, Kendall’s Tau (T) was used [74]. When an adequate degree of consensus between consecutive rounds was achieved, the iterations were interrupted, and one sought to identify insights, consensus, and/or disagreements about the relationship between fintechs and financial inclusion as presented and discussed later in this article.





4. Results


Below, one presents the results obtained from the Delphi rounds carried out.



4.1. Delphi First Round


Table 3 presents the first evaluation round of the 14 drivers ordered by their final averages.



No participant suggested new drivers, revised the ones presented or grouped them into new ones, although everyone could do this.




4.2. Delphi Second Round


The next step was to ask the participants to evaluate the consolidated ranking resulting from the previous round and, having access to the comments set forth by the other specialists in an anonymous way, to propose a possible reordering or new drivers, which is shown in Table 4.



Table 4 presents six columns. The third column shows the average of the ranks suggested by experts in the second round, and the fourth column presents the position of each driver after the second round. The fifth and sixth columns bring, respectively, the position of each driver after the first round and the respective variation between the first and second rounds.



As part of the Delphi method, at each round after the first one, the convergence of the participants’ opinions must be evaluated. Thus, at the end of the second round, Kendall’s W statistical test was applied, for which the value of 0.567 was obtained. This value, as shown in Table 2, indicates that the participants’ responses reached a level of consensus between moderate and high. To assess the statistical significance of the W value, the chi-square statistic was calculated, 125.276, with a p-value very close to zero [71], thereby indicating a high significance for the value of W [71]. Table 5 shows the values obtained.



After verifying the level of consensus reached in the second round, the correlation coefficient between the rounds conducted was calculated. For this, Kendall’s Tau (T) was used [74]. The higher the T value, the greater the consensus between rounds, with the value 1 corresponding to an absolute consensus [70]. The value obtained for T was 0.6923 (Table 6).



Since the statistical tests indicated an acceptable level of consensus in the second round (between moderate and large), as well as a high correlation between the first and second rounds (0.6923), one decided to end up the Delphi panel in the second round. In the next section, the results obtained are discussed.





5. Discussion


To discuss, in a consolidated manner, the final classification obtained (Table 4), the 14 drivers were grouped into clusters, as suggested by Esfahani et al. [75], Oberländer et al. [76], and Nickerson et al. [77]. For this, one adapted and applied the taxonomies of barriers to financial inclusion in developing countries proposed by Kempson et al. [78] and Rauniyar et al. [79], who categorized the dimensions of financial inclusion that can be impacted by fintechs. From this, five clusters emerged: (i) legal and regulatory framework, (ii) financial and/or digital education, (iii) mobile and internet infrastructure, (iv) behavior and culture, and (v) financial market operation. Some of the 14 drivers are related to more than one cluster and are listed according to their influence loads (Li) on financial inclusion—from the highest (14) to the lowest (1) influence load, as can be seen in Table 7. In this case, as the idea is to have a proxy of the importance of each cluster in fintech-induced financial inclusion, the influence loads of these drivers were kept the same for each impacted cluster since it would be very discretionary to divide the weight of these loads between the respectively associated clusters.



To rank the impact of each cluster on financial inclusion enabled by fintechs, the drivers associated with the respective clusters were weighted according to their classification obtained after applying the Delphi method. That is, each of the fourteen drivers (Di) was weighted according to its rank order (14 to 1) in Table 7, obtaining a proxy of the weighted average of the importance of each cluster in the financial inclusion. Indeed, as the Delphi method is based on an ordinal scale, linearity between influencing loads (Li) cannot be supported. That is, it cannot be guaranteed that a driver whose influencing load is x is twice as important as a driver whose influencing load is x/2.



Regarding the legal and regulatory framework cluster, the participants mentioned in their comments the power that large banks have over governments and political parties, the lenience of the law towards debtors, and the disproportionality existing between fintechs and traditional financial institutions vis-à-vis the regulation of the Central Bank.



Concerning the financial education cluster, the participants indicate its enormous relevance both for access to financial services and for their correct use. The comments, however, do not only refer to the society’s financial education as a barrier to financial inclusion but also to the society’s (little) formal education to deal with the digital world.



Remarks addressing the technological infrastructure cluster are associated with the absence of mobile and internet networks, as well as the possible lack of access to smartphones, computers, and/or other similar devices, which hinders the progress of fintechs and, consequently, the improvement in financial inclusion.



Moreover, there seem to be cultural and behavioral barriers associated with geography, trust in institutions, and age groups, for example. Thus, an eventual behavioral/cultural barrier to the use of fintechs regarding these audiences would limit the inclusive potential of ICT.



Finally, the financial market operation was by far the most relevant cluster, being important to highlight the perception expressed by many respondents that fintechs’ competition with large banks would still be quite challenging.



Thus, according to the respondents, the most relevant impact of fintechs on financial inclusion in Brazil must take place via financial market operation (41.71%), namely greater competition, lower costs, a wider range of options for the client, etc., which is also supported by Beck [80]. Then, it was pointed out the impact that fintechs can have on the digital and financial education of unbanked and underbanked (28.34%), with consequent potential to increase financial inclusion in the country, as also argued by Locatelli and Tanda [81]. Next, there is a nearly similar contribution from the technological infrastructure (13.90%) and legal/regulatory framework (11.76%) clusters and dimensions supported by Beck [80] and Gabor and Brooks [82]. Finally, a cultural and behavioral change in the unbanked and underbanked population, in terms of understanding and accepting the processes associated with fintechs, can positively impact financial inclusion in Brazil (4.28%), as also argued by Salampasis and Mention [38].




6. Conclusions


Based on Table 7, it is possible to visualize four lines of public policies to promote financial inclusion in Brazil through fintechs, as the behavioral/cultural cluster, closely linked to the possible idiosyncrasies of the unbanked/underbanked population, is generally outside the remit of the government. They are: (i) expansion and modernization of mobile infrastructure, (ii) improvement of financial and digital education, (iii) implementation of a trustworthy environment for the operation of fintechs, and (iv) development and enforcement of an adequate legal and regulatory framework for fintechs.



The first public policy—expansion and modernization of the mobile infrastructure and the Internet—would allow access to financial services, via fintechs, f people living in places of difficult access, such as rural populations and isolated communities far from service points of financial institutions. It is a transversal agenda and dear to various public sectors, namely communication, security, entrepreneurship, and so on. In this sense, the enactment of Brazilian Federal Law No. 13,879, signed on 3 March 2019, seems to be a step towards establishing greater regulatory incentives for investment by telephone operators. This new law can contribute to the advancement of mobile infrastructure and the renewal of the existing one. However, this law will not be enough to allow the expansion of mobile infrastructure and the Internet across the country. In this context, the public sector could adopt ancillary measures, such as the creation of incentives aimed at making the implementation of local solutions cheaper, such as the Internet or by radio or satellite, which is also supported by Joia and dos Santos [57] when analyzing the financial inclusion of the riverside population in the Amazonia region in Brazil.



The second public policy—promotion of financial and digital education—can enhance the impact of fintechs in serving financially excluded people, enabling the correct use of financial services, as well as better financial decisions, which is also supported by Birochi and Pozzebon [83], who developed a framework for improving financial and digital education in Brazil, as well as Morgan and Long [84], who analyzed the positive impact of improving financial education on financial inclusion in Laos. However, this is a broad and complex challenge, given that a considerable number of people lack basic education in Brazil [31]. Thus, it would be up to the public sector to include financial and digital education within the scope of initiatives developed in favor of education as a whole, namely teacher training, adaptation of school curricula, youth and adult education, and so on, in order to improve the level of financial inclusion in the country. Considering that financial education, in the medium term, will likely remain a challenge for most of the Brazilian people [85], this public agenda should also produce initiatives aimed at protecting consumers from taking inadequate amounts of risk and enforcing transparency of financial products’ terms and conditions [86]. Lack of transparency was pointed out by CGAP [30] as a possible factor contributing to high rates of late repayment and default in East Africa since a significant percentage of digital borrowers declared they did not fully understand the costs and fees associated with their loans.



The third public policy—implementation of a trustworthy environment for the operation of fintechs—aims to guarantee the privacy and data protection of the financially excluded, as also suggested by GPFI [15]. For this, it is necessary to develop a national digital identity infrastructure, in line with what is proposed by FATF [87]. Indeed, if users do not trust fintechs, they may elect not to use the financial services available to them [88,89].



Finally, an effective legal and regulatory framework is desirable for fintechs to develop less bureaucratic processes, such as granting credit, making guarantees more flexible, and developing personalized insurance products for an audience that is currently underserved by the financial market. Overly burdensome regulation could result in incentives to informality that, besides creating barriers to business, innovation, and inclusion, may even weaken policies targeting money laundering and the financing of terrorism [9]. The development of this legal and regulatory framework entails a model to respond to innovation [86,90], as well as public–private collaboration to meet onerous compliance obligations [91]. Hui et al. [92], for example, examined the importance of the development and enforcement of a new Regulatory Sandbox by Malaysia’s central bank to accommodate fintechs in the financial sector.



The challenges of regulating fintechs, and digital financial services in general, might be numerous, but there seem to be four core building blocks or basic regulatory enablers that can be used to guide the development of an appropriate regulatory framework for fintechs [93]. The first block is “Nonbank E-Money Issuance” that opens space for nonbank agents to provide basic financial services. The second enabler is “Use of Agents”, allowing financial service providers to use third-party agents to deliver financial services. The third block is “Risk-based Customer Due Diligence”, which means having proportionate customer due diligence for lower-risk accounts and transactions. Finally, the fourth enabler is “Consumer Protection”, which means enforcing transparency, fair treatment, and protection against fraud, just to name a few. This enabler was brought up by several of the participants of the present study, who perceived the current Brazilian legal and regulatory framework to be consumer-biased to the point of generating incentives for consumer inadequate behavior, as also argued by [31]. As two thirds of Brazilians are currently in debt and one fourth have delayed repayments [94], the danger of over-indebtedness and the need to protect consumers from predatory agents are quite pressing issues that cannot be neglected [31,95]. Consequently, government and regulators will have to pursue a balance between the ease of collection and enforcement of guarantees and appropriate consumer protection [96]. It is worth remembering that the difficulty in providing guarantees is one of the main obstacles to financial inclusion in Brazil [68]. Thus, from the point of view of a public agenda, it would be necessary to understand how barriers to credit recovery and execution of guarantees, to the detriment of client protection, could hinder financial inclusion, forcing fintechs to be more discerning and demanding with their disadvantaged public, especially when still maturing, when they have a low guarantee value, high corporate risks, and high capital costs [97]. Moreover, one of the participants’ comments suggests a disproportionality in treatment by the regulator. In fact, Brazilian Central Bank Resolution No. 4656/2018, in its Chapter III, defines and regulates the activities of fintechs, imposing, among other restrictions, the prohibition of operations with third-party capital. It is understandable, given its responsibility to look after the National Financial System, that the Central Bank of Brazil tends to be conservative. The prohibition of the use of third-party capital, however, appears to impose a structural competitive disadvantage on fintechs. It is up to regulators, therefore, to evaluate the possibility of making regulation less restrictive by creating exceptions or establishing gradations that, despite maintaining restrictions on the risk assumed by fintechs, could allow some financial leverage that is important to increase the profitability and competitiveness of the sector.



Limitations of the Study


This research, as all scientific work, has its limitations, as listed below.



First, there was a reasonable demobilization of participants between the first and second Delphi rounds. This might have been related to the fact that the chosen respondents have no relationship with the researchers (with little scope for calling for participation), and most of them are executives of the fintechs in which they work (with very little spare time). Despite this, it is important to emphasize again that the number of participants remained valid for the full application of the Delphi method [73]. Even with a rather homogeneous sample (the reason why the loss of participants did not mischaracterize it), having more respondents could have enriched the debate with new observations and/or considerations. For example, during the Delphi method iterations, there was no proposition of new dimensions in addition to those suggested by the researchers from the extant scientific literature.



In addition, the study did not analyze and explain possible differences in respondents’ perceptions on the research topic vis-à-vis the size and/or nature of the fintechs to which they belong.



Moreover, while most fintechs focus on some type of financial service (loan, payment, international money transfer, personal finance, equity finance, consumer banking, to name just a few), this article has not taken this into account, considering only the differences between fintechs and insurtechs (for insurance).



Finally, although supported by references, the five clusters in Table 7 were proposed in an inductive way, which may have some bias. Furthermore, linearity between the influence loads of the drivers of fintech-induced financial inclusion in the clusters was assumed, although the Delphi method is based on ordinal scales. Thus, the impact of the drivers on the clusters must be considered as a proxy of their real influence.



All in all, it is hoped that this research has shed light on the potential that fintechs have to enable financial inclusion in emerging markets, such as Brazil, where so many citizens still remain outside the financial system.
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Table 2. Interpretation of Kendall’s W for assessing the level of convergence between respondents in a Delphi method round.
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	W
	Interpretation of the Consensus Level





	0.1
	Very weak



	0.3
	Weak



	0.5
	Moderate



	0.7
	Strong



	0.9
	Very strong
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Table 3. Averages of the 14 Drivers obtained in the first round of the Delphi method.






Table 3. Averages of the 14 Drivers obtained in the first round of the Delphi method.





	Di
	Description

(Potential of Fintechs to Impact Financial Inclusion)
	Average





	D8
	Fintechs can meet the needs of client niches whose specific characteristics are at odds with the traditional financial sector.
	4.643



	D7
	Fintechs, via the Internet and cell phones, can provide services independently from physical agencies and service stations; thus, meeting the financial needs of isolated communities.
	4.607



	D9
	Fintechs have business models based on disintermediation, facilitating access to financial services.
	4.536



	D6
	Fintechs can offer products and services designed to assist in the management of formal and informal micro and small businesses, namely tax planning, financial flow management, etc.
	4.357



	D2
	Fintechs foster competition in the financial sector, leading the average cost of services to be reduced.
	4.286



	D11
	Fintechs may represent an alternative for those who feel intimidated or uncomfortable in banking branches, to the point of feeling unable to access the financial system.
	4.286



	D12
	Insurtechs, through ICT, can offer more personalized and flexible insurance, with the potential to attend to an audience previously neglected by the traditional insurance market.
	4.214



	D5
	Fintechs provide products and services designed to guide good financial decisions, stimulate savings and social security planning, and avoid irresponsible debt assumption or the payment of unnecessarily high fees.
	4.143



	D10
	Fintechs comply with a more flexible regulation, which makes them more agile and less bureaucratic in the provision of financial services, which allows fintechs to work with unattractive clients for traditional banks.
	4.143



	D4
	Fintechs have algorithms capable of using qualitative information to refine the risk analysis developed and used by traditional financial institutions.
	4.107



	D1
	Fintechs have low operating costs, managing to offer services to clients at lower values than traditional financial institutions.
	4.071



	D3
	Fintechs develop more elaborate analyses of the information available about clients, leading them to better evaluate the risks of an operation.
	3.929



	D13
	Fintechs provide tools that might facilitate the negotiation between service providers and borrowers (matching, reverse auction, etc.).
	3.778



	D14
	Fintechs can carry out more comprehensive and flexible risk assessments by considering a greater amount of information, and thus, offering credit with less guarantee requirement.
	3.107
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Table 4. Ranking of the drivers obtained in the Delphi second round and comparison with the first round ranking of same.
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	Di
	Description

(Potential of Fintechs to Impact Financial Inclusion)
	Average (Round 2)
	Rank

(Round 2)
	Rank

(Round 1)
	Variation





	D8
	Fintechs can meet the needs of client niches whose specific characteristics are at odds with the traditional financial sector.
	2.7647
	1
	1
	0



	D2
	Fintechs foster competition in the financial sector, leading the average cost of services to be reduced.
	3.4118
	2
	5
	3



	D7
	Fintechs, via the Internet and cell phones, can provide services independently from physical agencies and service stations; thus, meeting the financial needs of isolated communities.
	4.2941
	3
	2
	-



	D9
	Fintechs have business models based on disintermediation, facilitating thus access to financial services.
	4.4118
	4
	3
	−1



	D5
	Fintechs provide products and services designed to guide good financial decisions, stimulate savings and social security planning, and avoid irresponsible debt assumption or the payment of unnecessarily high fees.
	5.2941
	5
	8
	3



	D6
	Fintechs can offer products and services designed to assist in the management of formal and informal micro and small businesses, namely tax planning, financial flow management, etc.
	6.7647
	6
	4
	−2



	D11
	Fintechs may represent an alternative for those who feel intimidated or uncomfortable in banking branches, to the point of feeling unable to access the financial system.
	6.7647
	7
	6
	−1



	D1
	Fintechs have low operating costs, managing to offer services to clients at lower values than traditional financial institutions.
	8.0000
	8
	11
	3



	D10
	Fintechs comply with a more flexible regulation, which makes them more agile and less bureaucratic in the provision of financial services, which allows fintechs to work with unattractive clients for traditional banks.
	8.5294
	9
	9
	0



	D4
	Fintechs have algorithms capable of using qualitative information to refine the risk analysis developed and used by traditional financial institutions.
	9.4118
	10
	10
	0



	D3
	Fintechs develop more elaborate analyses of the information available about clients, leading them to better evaluate the risks of an operation.
	11.0588
	11
	12
	1



	D12
	Insurtechs, through ICT, can offer more personalized and flexible insurance, with the potential to attend to an audience previously neglected by the traditional insurance market.
	11.2353
	12
	7
	−5



	D14
	Fintechs can carry out more comprehensive and flexible risk assessments by considering a greater amount of information and thus offering credit with less guarantee requirement.
	11.4706
	13
	14
	1



	D13
	Fintechs provide tools that might facilitate the negotiation between service providers and borrowers (matching, reverse auction, etc.).
	11.5882
	14
	13
	−1
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Table 5. Statistics of the Delphi second round and participants’ level of consensus obtained in the Delphi second round.
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Second Round Statistics






	
Number of dimensions

	
14




	
Number of participants

	
17




	
Level of agreement (W)

	
0.567




	
Significance level (chi-square)

	
125.276




	
p-value

	
0.000
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Table 6. Correlation between the rankings of the two rounds in the Delphi method.
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	Values





	Kendall’s coefficient of correlation (T)
	0.6923



	p-value
	0.0012



	Number of dimensions
	14
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Table 7. Consolidation of the fintech-induced financial inclusion drivers into clusters of impact.
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	Fintech-Induced Financial Inclusion Drivers (Di): Description and Load of Influence (Li)
	Legal/Regulatory

Framework
	Financial/Digital Education
	Mobile/Internet

Infrastructure
	Behavior/Culture
	Financial Market

Operation





	Service to niches not served by the market (D8) − L8 = 14
	
	x
	x
	
	x



	Cost reduction for the customer due to increased competition (D2) − L2 = 13
	
	
	
	
	x



	Assistance to those who are far from a financial institution (D7) − L7 = 12
	
	x
	x
	
	x



	Disintermediation of services (D9) − L9 = 11
	x
	
	
	
	x



	Improvement of individuals’ financial education (D5) − L5 = 10
	
	x
	
	
	



	Improvement of companies’ financial education (D6) − L6 = 9
	
	x
	
	
	



	Alternative for those who do not trust financial institutions (D11) − L11 = 8
	
	x
	
	x
	



	Cost reduction for the clients due to lower operating costs (D1) − L1 = 7
	
	
	
	
	x



	Simplified service with less demands (D10) − L10 = 6
	x
	
	
	
	x



	Reduction of information asymmetry due to the use of unstructured information (D4) − L4 = 5
	
	
	
	
	x



	Reduction of information asymmetry due to improved data analysis (D3) − L3 = 4
	
	
	
	
	x



	Development and expansion of the insurance market (D12) − L12 = 3
	x
	
	
	
	x



	Reduction or elimination of the need for guarantees (D14) − L14 = 2
	x
	
	
	
	x



	Reduction of asymmetries in negotiations between financial institutions and clients (D13) − L13 = 1
	
	
	
	
	x



	Total of Associated Dimensions
	4
	5
	2
	1
	11



	Absolute Total (These values were obtained by vertically adding the respective loads (Li) assigned to the respective columns)
	22
	53
	26
	8
	78



	Weighted Average of the Level of Relevance (%) (These values were obtained by calculating the percentage contribution of the absolute total of each cluster to the total sum of the absolute total)
	11.76
	28.34
	13.90
	4.28
	41.71
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