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Be Careful What You Wish for:  
the speCtaCular rise of finteCh

Milford Bateman

IntroductIon1

‚Fintech‘, short for financial technology, represents one 
of the most important technological innovations to have 
emerged in the last thirty or so years. defined as ‘com-
puter programs and other technology used to support or 
enable banking and financial services‘,2 in its most ba-
sic form (which this article focuses on) fintech involves a 
greatly enhanced ability to transact financial services via 
a computer or mobile phone, making it easier, cheaper 
and quicker to access a loan, make a savings deposit, 
transfer money, and pay for goods and services. 

Fintech has created enormous excitement in the inter-
national development community. this is principally be-
cause it is widely thought capable of finally achieving one 
of the international development community‘s long-held 
strategic goals – ‚full‘ financial inclusion. this is defined 
by the World Bank as a situation where „Individuals and 
businesses have access to useful and affordable finan-
cial products and services that meet their needs – trans-
actions, payments, savings, credit and insurance – deliv-
ered in a responsible and sustainable way.“3 Fintech will 
essentially complete the drive towards financial inclusion 
begun by the now largely discredited ‚bricks and mortar‘ 
global microfinance industry in the 1990s.4 It is widely 
expected to be a game-changer in terms of improving the 
lives of the global poor (see McKinsey Global Institute 
2016; cGAP 2017; united nations 2018; unSGSA et 
al. 2018). Since the early 2010s many western govern-
ments and their bilateral development agencies, particu-
larly the uS government, have been aggressively promot-
ing fintech in the Global South. these government-led 
efforts have been supported by the wider international 
development community, as well as by the leading inter-
national non-Governmental organisations dedicated to 
promoting fintech solutions to global poverty, most no-
tably the Gates Foundation. A handful of core financial, 
technology and digital payments corporations, as well 
as the large number of new start-up fintechs backed by 
venture capitalists, have between them pumped very 

significant financial resources into establishing, merg-
ing and buying up fintech operations on the ground. It 
quickly became clear that this dedicated group of fintech 
protagonists – described by Gabor and Brooks (2017) 
as the ‚fintech-philanthropy-development (FPd) complex‘ 
– was going to stop at nothing to ensure that the fintech 
model was embedded into the lives of the poor every-
where, whether the poor wanted it or not.

Most recently, an unexpected factor provided a massive 
boost to the global fintech sector: the global coVId-19 
pandemic that began in late 2019. Handling cash money 
and trips to ‚bricks and mortar‘ financial institutions were 
early on deemed as likely ways of spreading coVId-19. 
Prompted by many key individuals and institutions within 
the ‚fintech-philanthropy-development‘ complex, govern-
ments were encouraged to act. Fintech was thereafter 
strongly encouraged, if not enforced. this led to a major 
and irreversible switch from cash money over to fintech 
applications, such as payment cards, in order to try to 
contain the spread of coVId-19. Further encourage-
ment to make the switch to fintech was provided by some 
fintechs who agreed to drop their fees for the duration of 
the coVId-19 crisis. 

Several key benefits of fintech are mooted. Accessing 
credit is now expected to become easier, quicker and 
cheaper. So too will accessing financial support from 
friends and relatives in distant parts through one‘s mo-
bile phone. Fintech also ensures that savings are easier 
to accumulate and access, which gradually reduces 
household vulnerability and promote resilience. Paying 
for goods and services and receiving payments (grants, 
salaries, etc) need no longer involve cash money but 
can be done electronically, greatly reducing transaction 
costs as well as avoiding all the complications of stor-
age and safety in countries where such issues are often 
complicated.

However, all that glitters is not gold. While fintech un-
doubtedly holds out the promise of a variety of important 
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gains that might positively impact the global poor, achiev-
ing this outcome in reality is not a sure thing. Indeed, the 
emerging evidence shows that the privately owned and 
minimally regulated global fintech industry has already be-
gun to deepen the many problems and dilemmas faced 
by the global poor. Going forward, the likelihood is that 
much more damage may be inflicted in the Global South. 

WHere It All BeGAn 

It is widely accepted that the pioneer of the global fintech 
revolution is the now iconic M-Pesa, Kenya’s agent-as-
sisted, mobile-phone-based, person-to-person payment 
and money transfer system. M-Pesa‘s origin lies with a 
project funded by the united Kingdom’s department 
for International development (dFId). With an award of  
1 million £ to the giant uK multinational Vodafone, a mobile 
phone technology platform was developed upon which 
to deliver financial services in east Africa. under its par-
ent company, Safaricom, M-Pesa was formally launched 
in March 2007. It was originally expected to specialise in 
providing microcredit, with clients taking out and then re-
paying a microcredit through their mobile phone. Howev-
er, the initial practice soon showed that most clients were 
more interested in the transfer of money. this service then 
became the focus of M-Pesa’s activity. M-Pesa today op-
erates through a network of private self-employed agents 
that allow clients to deposit cash into their accounts and 
withdraw or transfer it whenever they need to. crucially, 
by changing cash into ‘e-balances’, it is possible to send 
cash to another account via SMS. M-Pesa proved not 
just that the novel technology deployed was reliable and 
could work in the field, but that it was also popular among 
the poor. compared to the antiquated financial systems 
in use before, the ease, speed and lower cost of fintech-
enabled financial services had obvious appeal. 

Importantly, however, M-Pesa also appeared to be pro-
viding a major boost to the local economy. chief among 
those extensively reporting this unexpected develop-
ment were the uS-based economists William Jack and 
tavneet Suri, who argued that M-Pesa money transfers 
from friends and relatives, as well as microloans secured 
from M-Pesa‘s partner institution within Safaricom, M-
Shwari, led to more efficient labour market outcomes. 
Principally, this took the form of recipients enabled to 
move out of petty agriculture in order to take up an op-
portunity in simple retail or trade offering a marginally 
higher income. In an article published in the prestigious 

journal Science in 2016 Jack and Suri condensed the 
full set of development benefits they had supposedly lo-
cated into one telling sentence: „(A)ccess to the Kenyan 
mobile money system M-PeSA increased per capita 
consumption levels and lifted 194,000 households, or 
2 % of Kenyan households, out of poverty“ (Suri/Jack 
2016: 1288). the international development community 
was bedazzled. thereafter almost every major publication 
promoting the fintech movement opened with some ver-
sion of this ‚killer‘ sentence (for example, united nations 
2018: 81). Fintech was now very clearly cemented into 
place as a major new development policy. 

However, there was another much less talked about fac-
tor that was important in casting M-Pesa as the world‘s 
role model fintech, and fintech itself as the next market-
driven saviour of the global poor: the fact that M-Pesa 
began to generate quite healthy profits. For Vodafone, 
the majority shareholder in M-Pesa‘s parent company 
Safaricom, this was naturally a welcome development. 
thanks to M-Pesa, Safaricom was soon east and cen-
tral Africa‘s most profitable company, way ahead of the 
region‘s banks and multinational corporations (Wafula 
2016). But by the late 2010s, Safaricom was one of the 
most profitable companies in the world: in 2018-2019, 
for instance, its profit came in at a massive 620 million 
uS $ rising in 2019-2020 to 747 million uS $. Voda-
fone‘s entry into fintech thus turned out to be one of the 
most spectacularly successful moves in the history of 
corporate finance. 

tHe Key uPlIFtInG clAIMS For 
FIntecH Are ActuAlly quIte 
ProBleMAtIc 

However, as a model of development and poverty re-
duction the serious limitations of fintech soon began 
to emerge into view. As Mader (2016) reports, many 
of the key claims made on behalf of the fintech model 
are simply not based on any firm empirical evidence, 
but are instead based on false assumptions and, often, 
mere wishful thinking. For instance, consider the widely 
assumed safety angle of fintech – that transacting with 
cash opens the individual up to the possibility of a rob-
bery, whereas an electronic transaction is assumed to be 
perfectly safe. this has been gradually contradicted by 
the fact that fintech-based robberies (i.e., frauds) have 
been rising quite dramatically in many countries, not least 
in Africa (Jackson 2019). In fact, it seems that the ano-
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nymity and physical distance now being introduced into 
financial transactions creates a criminogenic environ-
ment for unethical and fraudulent activities to emerge. 
Already several of the largest fintech lending operations 
have been forced to close down on account of massive 
fraud by senior managers and investors, most spectacu-
larly in fintech pioneering china (ngai 2018). 

A step down from outright criminality is the abuse of vul-
nerable clients through fintech applications, which has 
also been on the rise. In South Africa, for example, a ma-
jor corporate abuse of fintech occurred in the case of 
the net1 cash transfer program. this involved coercive 
cross-selling of inappropriate products to social grant 
recipients paid through a fintech application, including 
the over-selling of expensive microloans to clients using 
the social grants they were receiving as the required col-
lateral (torkelson 2020). Furthermore, the fact that pow-
er, telecom and internet outages are still commonplace 
in Africa (in Kenya for example, see Kimuyu 2018) and 
across India has meant that many poor individuals have 
encountered a previously unknown problem: being left 
with useless credit cards and no access to mobile phone 
accounts, and so without any means of financial support 
for days on end. Increasingly relying upon fintech appli-
cations that often do not function can thus involve quite 
serious risks and downsides for the poor. 

It is also disconcerting to find that the hugely influential 
work of Suri and Jack (described above) actually con-
tains many fundamental flaws. As detailed by Bateman/
duvendack/loubere (2019a), Suri and Jack‘s analysis 
actually appears to misrepresent, and it certainly vastly 
over-states, the development impact of M-Pesa. one can 
only speculate as to how this regrettable situation arose. 
However, given that in practice the uS-based impact 
evaluation community often deliberately biases studies 
and reports to fit in with the requirements of their funding 
bodies,5 perhaps one reason is that Suri and Jack‘s work 
has been funded for many years by two of the world‘s 
most aggressive fintech advocacy bodies?6 

WIder lonG-terM tHreAtS ArISInG 
FroM FIntecH AlSo eMerGe

But more worrying than the increasingly disputed evi-
dence used by advocates to promote the fintech model 
is that, by the mid-2010s, it began to become clear that 
several deeply problematic economic and social trajecto-

ries were beginning to completely over-turn the case for 
fintech as it is currently structured. At least three issues 
are important here. 

tHe FIntecH lendInG Model IS ‘AntI-
deVeloPMentAl’ FInAncInG

In the last thirty or so years many economists have come 
around to accepting that an increased supply of finance 
to the enterprise sector is one of the key drivers of eco-
nomic development and growth (for example, see King/
levine 1993). this so-called ‚finance leads‘ school of 
thought has influenced many governments and the inter-
national development community. the result is that policy 
measures to increase the supply of finance to the enter-
prise sector have taken centre-stage. Since the fintech 
lending model is seen as a quick and efficient way of 
increasing the volume of financial resources going into 
the enterprise sector,7 the argument is made that this has 
the potential to encourage economic development and 
enhance growth rates. thanks to fintech, the opportunity 
to start an enterprise will be open to more individuals in 
poverty, and so this will see a flourishing of entrepreneur-
ship. Job and income creation among the global poor 
should increase markedly. 

there are several important problems with this widely 
accepted argument, however. the most important prob-
lem is that economists within the ‚finance-leads‘ school 
of thought generally do not differentiate between the im-
portant types and sizes of enterprise benefitting from this 
additional financial support. this is an important omission 
because economic history demonstrates that sustain-
able economic development and growth are actually an 
increasing function of the proliferation of the most pro-
ductive small and medium enterprises (SMes), which are 
generally defined as those SMes that can raise produc-
tivity through achieving minimum efficient scale, adopting 
new technologies, innovating, providing worker training, 
and ensuring a high degree of reinvestment of any sur-
plus (for example, see Piore/Sabel 1984; Acs/Audretsch 
1990; Best 1990). By the same token, it is recognised 
that informal microenterprises and self-employment ven-
tures generally possess very little ability to raise produc-
tivity. While generally helping to insert even more (gener-
ally unnecessary) participants into important retail supply 
chains, thus diverting a tiny part of the value generated 
down to the very poorest, the deliberate proliferation of 
such unproductive enterprises will nevertheless have very 
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little impact on development and growth.8 Indeed, the ex-
pansion of these unproductive enterprises when financed 
by diverting financial support away from more produc-
tive SMes, which is a growing trend in many parts of the 
world (see Bateman 2019a), has in many ways served to 
undermine local economic development and growth. the 
overall result of more financial support offered to informal 
microenterprises and less to formal SMes is the creation 
of what might be termed an ‚anti-developmental‘ financial 
intermediation structure. Importantly, this is exactly the 
destructive system of lending that the global microfinance 
movement has constructed since the 1980s (Bateman 
2010), notably in latin America (Bateman 2013a; Pagés 
2010) and, moreover, it is what the fintech movement will 
effectively expand going forward. 

Most fintech lending bodies have to date explicitly in-
creased lending to the ultra-unproductive informal indi-
vidual microenterprise category. this is why fintech is 
sometimes referred to as ‚microcredit on steroids‘. other 
fintechs support unproductive enterprise activity through 
the money transfer services they offer allowing the poor 
to obtain cash quickly from friends and relatives in or-
der to start and expand a new microenterprise. In both 
cases it is hoped that the poor will be transformed into 
successful individual entrepreneurs. But what mainly 
emerges is merely an extension of the destructive ‚churn‘ 
problem that was rife under the previous microfinance 
lending regime. this is where there is a high and growing 
rate of new microenterprise entry, but equally high rates 
of exit (business failure) and also high rates of displace-
ment, where new microenterprises force similar incum-
bents out of the local market (Bateman 2019a).9 As, for 
example, nightingale and coad (2014) point out, there 
is generally no real net sustainable increase in jobs and 
incomes as a result of churn, while the gradual decline in 
productivity, due to the reduced possibilities that ‚here 
today but gone tomorrow‘ enterprises might invest, diver-
sify and grow, inevitably hinders the possibility of sustain-
able development and economic growth. 

At least partly in recognition that even more lending to 
the informal microenterprise sector will prove unsustain-
able and might simply translate into higher client debt lev-
els (see next point), many fintech advocates have placed 
more emphasis on the sector‘s lending to more produc-
tive formal SMes, through such as crowd-funding and 
P-2-P (Peer-to-Peer) lending methodologies. this par-
ticular fintech lending model makes use of a novel range 
of technological fixes – algorithms, meta-data collection, 

machine learning, and social media use – that can iden-
tify those clients best able to repay any loan offered. It 
is generally of no interest how loans are eventually fully 
repaid, simply that they are. repayment might mean ob-
taining funds from friends and relatives, or going into debt 
with other lenders, or selling assets. the fintech lending 
methodology also has little interest or ability to identify 
and provide ongoing support to enterprises that might be 
the best in terms of the long term growth and develop-
ment of the local economy. It is, in other words, a short 
term ‚hands off‘ form of lending. the fintech lending meth-
odology therefore represents a quite marked move away 
from previous forms of financial intermediation that were 
intrinsically linked to the achievement of sustainable eco-
nomic development and sustainable economic growth. 

to explain this point I refer to the decisive role that previ-
ous lending models have played in economic develop-
ment. the growth of many of today‘s advanced econo-
mies from the late 1800s onwards was very much an 
outcome of an efficient form of ‚relationship banking‘ built 
on local knowledge, mutual obligation, trust and cooper-
ation. northern Italy‘s ‚economic miracle‘ after 1950, for 
example, centrally involved local private and cooperative 
banks opting to support only those businesses for which 
they knew markets existed, placed a high premium on 
training, were committed to a high level of reinvestment, 
paid decent wages, and had clear long-term growth 
prospects way beyond the loan repayment period. So 
effective was this lending model in underpinning the eco-
nomic development of the region that Becattini (1990) 
codified it into a ‘theory of the local bank’. A similar 
highly effective relationship banking model emerged in 
the Basque region of northern Spain (Bateman 2013b), 
and also in post-war West Germany (Harm 1992). else-
where in east Asia from the 1950s onwards, an efficient 
state-driven lending model played a decisive role in cre-
ating that region‘s ‚economic miracle‘ (Studwell 2013). 
this lending model was built on carefully identifying and 
supporting the most technologically advanced business 
projects, very often with subsidised loans extended on 
the basis of performance targets, enabling start-up, ex-
pansion, diversification and growth through to maturity. 
Post-war Japan rebuilt with the help of its sophisticated 
national and local state and cooperative funding bodies, 
a structure later copied by South Korea and, to an extent, 
taiwan. the spectacular success of china and Vietnam 
in recent years simply cannot be explained without refer-
ence to their highly effective ‚developmental‘ state lend-
ing models introduced at both national and local levels.
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In almost every respect, the fintech lending model diverg-
es from the ‚best practices‘ identified in the above lend-
ing models. consider, for example, the well-known fact 
that clustering and agglomeration economies are crucial 
to achieving sustainable local economic success (see 
Hirschman 1958). Fintechs financing enterprises in dis-
tant parts of the world are prone to shy away from identi-
fying and then patiently supporting those enterprises in-
volved in building horizontal and vertical inter-connections 
because they are likely to be slower in reaching break-
even point (partly because of higher levels of spending on 
equipment, training, learning, etc.) and so they are much 
riskier clients to take on. Fintech lenders are also prone 
to ‘herd instincts’ (caglayan/talavera/Zhang 2019). If the 
algorithm used in the lending process selects a certain 
sector or enterprise as a good candidate for a loan, other 
fintech lenders around the world using the same or similar 
algorithms will come to the same conclusion, and all will 
rush in to lend to the same sectors or enterprises ignorant 
of the decisions of others. this will very likely precipitate 
an over-supply problem. By the same token, certain busi-
ness sectors could be forced to go without loans – to 
go ‘cold turkey’ – if other geographical areas or business 
sectors at any point in time offer more profit and/or less 
risk. the immediacy and flexibility of the fintech lending 
process is widely advertised as one of its biggest advan-
tages, but it also represents a very serious risk to local 
economies desperate for a long-term source of affordable 
long-term (‚patient‘) capital with which to underpin sus-
tainable enterprise development. 

In contradistinction to the highly efficient ‚relationship‘ 
and ‚developmental‘ lending models successfully used 
in many parts of post-war western europe and east Asia, 
the fintech lending model is likely to be an ineffective 
lending model in development terms. It manifestly suc-
ceeds on behalf of its narrow coterie of owners and in-
vestors, but fails on behalf of the community at large. In 
development economics the term for such an ineffective 
institution is ‚cathedral in the desert‘: fintechs are likely to 
be ‚cathedrals in the desert‘. 

this is not to say, however, that fintech cannot radically 
improve other more developmental forms of lending that 
actually strengthen the community into the longer term 
by helping to expand, technologically upgrade and diver-
sify its economic structure. For example, saver and com-
munity-owned financial cooperatives and credit unions 
are already exploring fintech applications in order to im-
prove their service offer to members wishing to establish 

or expand their enterprise. Fintech will also be extremely 
useful to local state and community development banks 
geared up to identifying and lending to local enterprises 
with the best potential of developing the local economy, 
and thereafter tracking their progress. In particular, the 
traditionally higher operating costs of such democratic 
community-based financial institutions can be reduced 
significantly by adopting fintech applications. 

FIntecH WIll IneVItABly extend IndIVIduAl 
oVer-IndeBtedneSS 

the key initial attribute of fintech was that it greatly pro-
moted financial inclusion, making it so much easier for 
the poor to access credit. However, not least from the ex-
perience of the sub-prime crisis that emerged in the uS 
to precipitate the global financial crisis of 2008, we now 
know more than ever that increasing access to finance 
is not always a positive development in the longer-term 
for those in conditions of economic vulnerability. In par-
ticular, the fintech sector and its financial investors have 
refused to date to accept the uncomfortable fact that a 
dangerous level of individual over-indebtedness had al-
ready been created in many emerging economies, and 
that the fintech sector can, and very clearly is, exacerbat-
ing this problem into dangerously uncharted territory. 

the foundations of the general over-indebtedness prob-
lems that exist today in the Global South can be traced 
back to the over-supply of microcredit by profit-maxi-
mising microcredit ‚bricks and mortar‘ institutions in the 
years after around 2000 (Bateman 2010; Guérin/Mor-
vant-roux/Villarreal 2013; Guérin/labie/Servet 2015) 
It is actually a defining characteristic of the deregulated 
market-driven local financial systems that have emerged 
in the Global South in recent years in that they are vir-
tually all intimately associated with reckless lending, de-
fined as the situation where a lender pumps out as many 
loans as possible, with limited reserves, without any se-
rious regard for the quality of the loans advanced, and 
with little interest in the eventual consequences of client 
over-indebtedness. As Black (2005) famously showed, 
reckless lending is intimately linked to the rapid growth 
of the supply of credit demanded by a lending institution 
in order to bulk up profits, thereby to enrich the ceo, se-
nior management, and core shareholders and investors.

the problem here is that it is only too likely that this al-
ready serious over-indebtedness trajectory situation in 
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the Global South is going to be made even worse thanks 
to the arrival of the fintech model, an innovative lending 
model that routinely advertises itself as capable of pro-
viding credit ‘at the touch of a few buttons’. Indeed, a 
fintech lender is often locked into the need to grow with-
out limit or concern for the wider consequences on indi-
vidual clients even more than is the conventional ‘bricks 
and mortar’ microcredit institution. this is because, first, 
the new generation of fintech investors and venture capi-
talists typically wish to cash-out within a short five-year 
period. Second, rapid growth is imperative in order to 
generate the high dividends and capital appreciation de-
manded by ceos and senior management because they 
are often paid in shares and share options rather than 
cash, and they naturally wish to maximise their cash earn-
ings and extract them as quickly as possible.
 
one of the key initial factors behind over-indebtedness 
in the microfinance sector was that it arose as a result 
of a failed effort to escape poverty through one‘s own 
microenterprise (Bateman 2010). As referred to above, 
the typical scenario around microenterprise development 
is not widespread success; it is that the vast majority of 
attempts to establish a functioning microenterprise actu-
ally fail outright, or else fail to generate an income com-
mensurate with survival. either way, the result is often a 
plunge into deeper debt, typically in an attempt to res-
cue the business. As even World Bank economists now 
finally concede (see McKenzie/Paffhausen 2017), the 
‚intentional ignorance‘ of those refusing to register this 
important downside led to a far more favourable view of 
the impact of all microenterprise development and micro-
finance programs than was warranted by the reality,10 and 
this ‚intentional ignorance‘ continues today. Fintechs and 
their supporters in the international development com-
munity proudly advertise the number of new start micro-
enterprises they help into existence. Because investors 
do not need such information, however, they generally 
fail to give any account of what happened to these new 
starts even just a year or so later. Moreover, when it be-
gan to become clear to many in poverty that the opportu-
nity to establish their own individual microenterprise was 
markedly shrinking because local markets were becom-
ing saturated, the poor began to turn to accessing credit 
simply to fund needed consumption spending. the result 
is that financial inclusion is today generally not a way for 
the global poor to escape poverty through individual en-
trepreneurship, but merely to better cope with the conse-
quences of being trapped in poverty (collins et al. 2009). 

It was almost inevitable, therefore, that the rise of fintech 
would greatly exacerbate an already deteriorating situa-
tion. Predictably, major increases in over-indebtedness 
first emerged in the ‚home of fintech‘ – Kenya. From 
around 2017 onwards it became clear that the fintech 
sector was playing the lead role in piloting Kenya‘s poor-
est into simply astonishing levels of over-indebtedness. 
When the Governor of the central Bank begins to refer 
to fintechs as „loan sharks on steroids“ (see Malingha 
2019) it is clear that there is a problem. this ‚problem‘ 
began, of course, with M-Pesa, especially through the 
M-Shwari microcredit arm that operates within the Sa-
faricom group. referring to M-Shwari, Gordon and lyon 
(2017) pointed out the obvious danger; “If you have 
an M-PeSA account, a phone and, in some cases, an 
active Facebook account, you’re only a few taps away 
from securing an instant loan ranging from $5 — $500.” 
donovan and Park (2019) graphically detail the extent 
of huge over-indebtedness created by M-Pesa and other 
fintechs nurtured in what they call Kenya‘s ‚Silicon Sa-
vannah‘. one of the very worst dimensions of this prob-
lem was the rapid rise in gambling by the young, which 
many now call an ‚epidemic‘ (odundo owuor 2018), the 
principal cause of which is the willingness of fintechs to 
push through microloans to the young entirely irrespec-
tive of the outcome.11 even worse, fintechs arriving on 
the market a little later have had no qualms whatsoever 
about entering what, by the mid-2010s, was an already 
disfunctional market. Hoping simply to capture their own 
share of the spoils, their attitude tended to be that other 
fintechs need to restrict their lending, but they will not 
agree to restrict their own lending as they desperately 
need to ‚reach scale‘, and so also profitability, as quickly 
as possible. the venture capitalist institutions that back 
these new entrants are similarly unconcerned.12 

In other countries, this situation is being repeated. In cam-
bodia, for instance, the population is already over-indebted 
more than anywhere else on the planet (Bateman 2019b), 
yet several new fintechs have been able to raise investor 
funds specifically on the basis of their promise to ‚increase 
the supply of microcredit very quickly‘ (Kimsong 2018). In 
South Africa a massive over-indebtedness crisis has arisen 
in the poorest black communities thanks to the ease of ac-
cess to credit made possible by payment cards and mobile 
phones. this has played a major role in South Africa now be-
ing designated as the world’s most indebted country (Bate-
man 2019c). elsewhere in Africa equally worrying levels of 
individual over-indebtedness and other problems have been 
registered (see Izaguirre/Kaffenberger/Mazer 2018).
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As even major advocates of fintech, such as the World 
Bank’s cGAP arm (see Mazer/McKee 2017), accept, 
providing as much credit as desired is the fintech indus-
try‘s strategic advantage, but it was always going to make 
the over-indebtedness situation inherited from the ‚bricks 
and mortar‘ microfinance model considerably worse. 

FIntecH IS A ForM oF dIGItAl extrActIVISM

the final problem with the fintech model is an old one. In a 
very real sense, fintech represents a new form of colonial-
style extractivism – we can call it ‚digital extractivism‘ – the 
aim of which is to appropriate as much value as possible 
from the billions of tiny financial transactions of the poor. 
Fintech is thus only a little different from the ‚extractivist‘ 
models practised during the colonial era that relied on the 
mining of physical materials (gold, silver, coal, diamonds, 
platinum) and control of agricultural commodities (cocoa, 
coffee, spices), and which allowed colonial elites to bru-
tally extract significant wealth from a colonised country’s 
natural resources. Fintech may not involve old style colo-
nial authorities or the exploitation of physical raw materials 
under appalling labour conditions, but it can nevertheless 
be just as exploitative to ‚mine‘ the petty financial transac-
tions of the poor. It is therefore entirely possible that the 
new era of ‚digital extractivism‘ ushered in by the fintech 
model could play a decisive colonial-style role in helping to 
generate a significant outflow of wealth that, once again, 
helps to under-develop the Global South. 

Indeed, one can argue that this negative scenario is al-
ready becoming a reality in many countries. nearly 45 % 
of Kenya‘s GdP is processed through the infrastruc-
ture of M-Pesa, including the tiny financial transactions 
of the very poorest. this represents the mother lode 
upon which M-Pesa‘s parent company, Safaricom, has 
been able to ‚digitally mine‘ a quite astonishing financial 
bounty. even worse, the bulk of Safaricom’s profits have 
to date been immediately converted into dividends and 
sent on to its major equity holder Vodafone (which to-
day owns a 40 % majority stake in Safaricom through its 
Kenyan subsidiary) and to its minor equity holders that 
own 25 % of the equity (mainly held in tax avoidance 
jurisdictions).13 this majority foreign ownership structure 
has resulted in very valuable aggregate demand and po-
tential investment capital being lost to the country. of 
course, as other emerging countries have shown,14 this 
financial bounty could have been creatively used instead 
to directly develop the Kenyan economy.

the structure and motivations of the emerging fintech 
sector elsewhere in the Global South are broadly in line 
with the pioneering experience of free market-oriented 
Kenya. From the early 2010s onwards, governments and 
the corporate sectors in the wealthiest countries took the 
view that fintech was likely to be a hugely profitable new 
global industry, and they needed to join forces in order 
to dominate this sector if at all possible. numerous mea-
sures were taken to facilitate this. corporate ‚astro-turf‘ 
lobbying groups were set up, such as the Better than 
cash Alliance,15 operating under a declared mission to 
‚help the poor‘ but with an all-too obvious hidden mis-
sion to push for the eradication of cash in the Global 
South, leaving the field clear for western financial and 
digital payment corporations to move in. Already many of 
the best new start fintech ventures in the Global South 
are being bought up by the two huge uS-based digital 
payment corporations, Visa and Mastercard, whose aim 
is clearly to solidify their control over local financial net-
works and to try to ensure that all financial transactions 
go through their own fintech structures (for the example 
of Africa, see Adeshokan 2019). the fintech sector that 
is emerging in the Global South will therefore most likely 
be dominated by the major western corporations, backed 
up by their own governments eager to see profits repatri-
ated to home-base.
 
examining in depth the example of the ‚demonetisation‘ 
experiment that took place in India in 2016, Haering 
(2017a, 2017b) shows how this is being facilitated in 
practice today. Haering shows that the origins of India‘s 
‚demonetisation‘ drive lie with the Gates Foundation, 
which began promoting this goal as far back as 2012. 
India was seen by the Gates Foundation as an unrivalled 
opportunity for it to promote its self-appointed mission 
to eradicate cash in the Global South, thereby to force 
the global poor to rely on fintech solutions whether they 
wanted them or not. Pointedly, the Gates Foundation was 
joined in its efforts in India by the uS government‘s aid 
assistance arm, uSAId, which, especially under the cur-
rent trump Presidency, is increasingly openly promoting 
the interests of uS-based corporations as a development 
policy for the US economy.16 As everywhere else where 
fintech is gaining a foothold, the ‚demonetisation‘ mis-
sion in India was conducted under various development-
oriented pretexts, such as ‚promoting financial inclusion‘ 
and ‚helping to reduce fraud‘. However, alongside the 
Gates Foundation‘s narrow fetish in seeing all poverty 
and development problems having a technological so-
lution, the key underlying reason for ‚demonetisation‘ in 
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India was commercial – to assist uS-based financial in-
stitutions, such as citiGroup, and the leading fintechs, 
Visa and Mastercard, to enter and begin to dominate In-
dia‘s potentially hugely lucrative market for digital cash 
transactions. this important example is a serious warning 
that ‚digital extractivist‘ goals are not simply a theoretical 
abstraction or even a ‚conspiracy theory‘, as some might 
wish to claim, but are being demonstrably pursued on 
the ground (see also Gabor/Brooks 2017).
 
not unlike in the case of the microfinance model, subject 
both to commercial profit-maximising interests and the 
national strategic development goals of the most power-
ful developed countries, the fintech model has already 
begun to shed its developmental roots. It has morphed 
into a uniquely effective tool with which narrow corporate 
and state interests are increasingly cooperating in order 
to penetrate and control the local financial systems in 
the Global South, the better to facilitate the deeper and 
more sustained exploitation of the populations involved.

concluSIon

this brief article challenges the emerging narrative that the 
fintech revolution currently underway will generate signifi-
cant positive gains for the global poor. While there is no 
doubt that fintech can help to liberate the global poor in 
many important economic and social dimensions if organ-
ised, operated and regulated properly, it must be recog-
nised that fintech also possesses the power to impoverish 
and exploit the global poor. the gains accruing to the poor 
so far as a result of the fintech model, especially in terms 
of payments services and easier access to credit, are in-
deed real. But the nearer the fintech industry comes to 
reaching significant scale and captures large numbers of 
clients with no easy way out of the fintech ‚net‘ if they want 
one, we find that these initial gains are increasingly being 
swamped by the significant longer-term downsides to the 
fintech model I have raised. to the extent that the fintech 
movement therefore succeeds in its assigned objective of 
replacing conventional ‘bricks and mortar’ financial mod-
els and institutions, including achieving its overarching am-
bition to eradicate cash in the Global South, there is a very 
real risk that the fintech model will leave the global poor in 
an even worse situation overall. 
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