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Introduction 

The technological and financial innovations happening in the 21st century are key to the 

expansion of global finances, whose effects and limits are still confusing. The World 

Bank has encouraged these innovations for several years with the objective of using 

these tools to achieve a greater financial inclusion of families that do not have access to 

credit nowadays. This entity did the same with microcredits some time ago. 

During the last few years, the appearance of “fintech” (or financial technology) 

made possible the unification of technological innovation with financial innovation. 

The authorizations that technology companies in the field of social media obtain to 

perform financial transactions are getting more and more frequent. Companies like 

Facebook Messenger are being registered as electronic money entities. Another case is 

the one of e-commerce companies that use the balance of the deposited funds from the 

sales to lend or to finance the purchase. The result of the use of these savings by fintech 

companies transforms them into potential banking entities without any regulations and 

without the cost of building physical offices. 

Traditional banks have also adjusted to change by incorporating home banking and 

different mobile applications from which transferences and the managing of an 

account can be made. The reality is that this tendency of taking credit from outside of 

the banking system can be enhanced with these innovations, and there seems to be a 

strong competence. 

The World Bank perspective is that the issue of the access to credit by social groups that 

today are financially excluded will lead to a greater economic development. Countries 

like Kenya or China, in which the development of applications seems to have spread 

among the populations that are far away from the big cities, are the frequently cited 

examples that support this financial integration. 

The proposed arguments are that the access to an account for transactions is the first 

step to save money and send and receive payments, and that this is fundamental to 

achieving said financial inclusion. In that perspective, the mobile phone is key if it is 

accompanied by fintech applications; this can facilitate the access to credit by achieving 
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complementary goals like transparency and the visualization of commercial circuits that 

used to be hidden, as well as the formalization of identity through documentation. 
 

Fintech and Shadow Banking 

However, these fintech companies are still outside the global legal framework that has 

been adopted worldwide and agreed in the context of BIS (Bank for International 

Settlements). Due to this fact, they could be described as “shadow banking”, that is to 

say, non-banking entities that perform operations outside the framework of existing 

regulations, like hedge funds, structured investment vehicles or investment funds. 

There is consensus about the fact that the “shadow banking system” was a multiplier 

of the financial crisis of 2008, since these entities made possible the financial 

innovations that increased the risks and triggered the subprime crisis. 

However, the fintech companies undertake an additional risk, which prevails in many 

technology enterprises. Actually, the main problem associated with Internet companies 

is the distance between the expectation of future incomes, due to their technological 

potential, and the reality of unfavorable balances. This was one of the fragile points of 

the “dot-com” bubble burst in 2001, which created a bubble in the NASDAQ that 

resulted in a financial crisis. In spite of several advances, in various cases the difference 

between the value of shares and the economic results of the companies related to the 

Internet is still substantial. 

Therefore, the fintech sector adds up the risks related to financial innovations and also 

the risks of technology enterprises, i.e. a larger financial instability in a context of slight 

growth of the world economy and strong geopolitical tensions. But there is an even 

more dangerous effect, which is the possibility of financial crisis that could impact on 

low-income communities, who would lose their savings and would be the most affected 

ones by the great risks of these enterprises. 
 

Cryptocurrencies 

Blockchain technology is a decentralized data base from which transactions can be 

made without centralized intermediaries, like banks. This technology underlies bitcoins, 

a currency that has become a financial asset due to the large income it generated at its 

peak. 

Besides bitcoins, there are other complementary currencies that use this technology with 

other, more charitable, objectives, taking advantage of the benefits of cryptocurrencies. 

First, cryptocurrencies foster exchanges in places where fiduciary or banking money 

cannot be used, and at the same time they also create wealth and jobs without 

bureaucratic procedures. They also generate a “buy local” that encourages small 

companies to compete with big transnational businesses. Lastly, their reduced unit cost 

enables the fast expansion of the system.  

These advantages are different from the ones of microcredits or electronic payment 

systems, in which there exists a vertical relationship regarding an intermediary 

company. The decentralization of sale and purchase decisions provides a different 

perspective. This system presents more advantages, such as technological security 
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against hacker attacks since they cannot attack simultaneously every node from the 

blockchain network, which is something they can do with vertical banking systems. 

Going further, the coming of a network with an alternative currency implies an initial 

agreement among users in which certain conditions are defined: use, credit, relationship 

with the fiduciary currency or the incorporation of new members that can bring into 

progressive dynamics that can favor the development of the communities. 

Beyond that potential at a local level, which can be related to barter exchange, banks are 

not excluded from these technologies. Some of them have started to use them to 

facilitate international transfers. In effect, the use of bitcoins, among other 

cryptocurrencies, started to be employed because it works faster than the SWIFT 

system, and money transfers are less expensive (SWIFT only assures payment orders). 
 

Conclusions 

The World Bank has insisted on the importance of the financial integration of low-

income populations as a vehicle for economic development, which started during the 

nineties with microcredits and has been enhanced through new technologies used as e-

commerce payment systems. Microcredit experiences showed no decisive incidence in 

the development. In fact, it was the opposite: it reinforced certain aspects of economic 

delay since it enrolled the poor in financial expropriation cycles through the access to 

credit. 

The same happened with electronic payment systems, as they present two serious 

problems. First, they are still in the hands of only a few companies, which reproduces 

capitalist dynamics of regressive transference of income. Second, there is evidence that 

the interest rates and the loan conditions of these systems can be negative for the 

borrower, which can be dramatic given their vulnerable condition. 

In general, these processes prompted by the World Bank are seen from the perspective 

of concentrated private capital, believing that the income incentive is enough to achieve 

the proposed objectives. In that way, the moving of the role of the state as the regulator 

of financial transactions and, above all, as a fundamental factor in development is 

significant. 

Moreover, cryptocurrencies are another technological innovation that started to compete 

with banking entities, but not based on the idea of concentrated capital, but on the idea 

of eliminating the intermediaries between credit users. In that sense, the virtues of 

cryptocurrencies depend mainly on the conditions of use that their founders propose, 

but, in technical terms, the blockchain has more advantages than what exists nowadays. 

It might be a complementary tool for banks in some segments, like international 

transfers, since they reduce time and expenses. 
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