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Abstract:

This study aims to highlight the importance and role of startups as emerging
companies in the field of financial technology to create wealth and achieve added
value, as well as promote financial inclusion by facilitating financial transactions. The
findings demonstrate that technologically emerging businesses play a significant role
in fostering financial innovation and advancing the digital transformation of the
majority of global economic transactions. Algeria, in turn, is striving to achieve
financial inclusion and digitize the economy as a result of policies that assist these
businesses.
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The role of startups in the field of technology and financial services in
promoting financial inclusion

Introduction:

Encouraging financial inclusion has emerged as a critical objective for
nations seeking to achieve financial and economic stability, as well as a
renaissance. This is because it is a practical means of extending banking care and
support to all facets of society, particularly those who are financially
disadvantaged and unable to access financial services. In fact, several nations'
strategies to attain sustainable development now rank this objective as a top
priority, including Algeria's. The introduction of financial technology, through
various financial and non-financial institutions, using mobile phone technologies
and the Internet, has had a positive impact on expanding access to these services
easily and at the lowest costs, depending on startup enterprises operating in the
technology and financial services domains, which offer innovative products and
services via mobile phone applications in order to reach financial inclusion.

Startup enterprises are becoming more and more significant in our markets
as a result of the enormous potential present in the digital economy. Aside from
massive corporations, trust, and customer acquisition pose a significant challenge
for startups and small businesses. Sometimes, we discover that the assumptions
we made were overly optimistic and that the solutions we adopted were not good
enough to be workable. Some banks are also beginning to realize the seriousness
of the competition imposed by these emerging companies, which often offer smart
solutions to real and specific problems.

Research question:

In light of the aforementioned the following main question is posed:

What is the role of startups in promoting financial inclusion?

The following queries arise from the above main question:

1-  What are startups, and what are their most important
characteristics?

2-  What is financial inclusion, and what are its goals?

3-  Which mechanisms does the Algerian administration employ to
improve financial inclusion?

Research hypothesis:

The Following hypothesis is a tentative answer to the above:

Emerging companies in the field of technology and financial services play
an important role in increasing the opportunities for individuals and institutions
to access finance and financial services, thus achieving financial inclusion.

Significance of the study:

The study's significance stems from the role new technology and financial
services businesses play in advancing financial inclusion as well as the value of
financial inclusion in the country's economy. The study is important because it
sheds light on the major obstacles to financial inclusion that growing technology
companies must overcome.
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Objectives of the study:
This study aims to identify a set of objectives, namely:

- Introducing financial inclusion and knowing its pillars.

- Introducing startup companies and their characteristics

- The role of startup technology companies in promoting financial
inclusion

- Algeria’s role in supporting startup companies to achieve financial
inclusion

The followed approach:

To answer the question of the study, a descriptive approach was used to
understand the conceptual framework of the study variables and analyze their
aspects.

Study topics:

To answer the question posed above, the study was divided into three
axes:

- The first axis: The concept of financial inclusion and its pillars

- The second axis: What are startup companies?

- The third axis: The role of technology companies in promoting financial
inclusion

The first axis: The concept of financial inclusion and its pillars

The term financial inclusion (as opposed to financial exclusion) first
appeared in 1993 in Leyshon& Thrift's study of financial services in southeast
England. In 1999, financial inclusion was used more broadly to describe the
determinants of individuals' access to available financial services. It is worth
noting here the necessity of distinguishing between abandoning financial products
and services due to a lack of desire to use them and not accessing them due to
their unavailability or inability to possess them. The interest of those concerned
with financial inclusion is limited to targeting those who chose to exclude and
were excluded in a short time. Of financial inclusion and finding ways and
methods to eliminate the causes and factors of exclusion, and does not care about
those who choose to exclude themselves from using financial products and
services (Al-Abbas, Hamid, and Ezzedine, 2019, p. 213)

Financial inclusion:There are numerous ways to define financial
inclusion, some of which are as follows:

According to Yasmina and Tawfiq (2022), the Organization for Economic
Co-operation and Development (OECD) defines it as the process of improving
access to a wide range of formal and regulated financial services and products at
a fair and appropriate time and price. It also involves expanding the use of these
services and products by various segments of society through the application of
creative approaches, such as financial education and awareness to improve social
and economic inclusion and financial well-being (p. 599). Moreover, it enables
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different societal groups, both individuals and institutions, to have access to
financial services (supply side), and encourage societal segments to avail
themselves of those services (demand side) by offering financial services that are
suitable in terms of quality and reasonably priced, through official financial
channels (The Central Bank of Egypt, page 1).

The Consultative Group to Assist the Poor (CGAP) maintains that: “households and
businesses have access to appropriate financial services and use them effectively, and these
services must be provided responsibly and sustainably in a well-regulated environment.”
(Shanabi and Lakhdar, 2018, p. 107)

Aspects of financial inclusion:

Financial inclusion is the ability of individuals, regardless of their income level, to
access financial services such as bank or postal accounts, savings, lending, and insurance.
These services should be of good quality and provided at reasonable prices through
official financial institutions. (Tarshi, Radwan, and Omar, 2019, Page 121)

Below is a figure that shows the different components of financial inclusion.
Figure: Elements of financial inclusion
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Source: Mohamed Tarshi et al., Implications for Promoting Financial Inclusion in Algeria,
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Financial inclusion Pillars:
Financial inclusion aims to provide accessible financial services to all citizens and
Is based on six pillars, according toKaraikudi, in (Maatoug, Ali, and Ahmed, 2021,

p. 87).

1)  Access to banking facilities:

The first and most fundamental aspect of financial inclusion is to increase the
number of banks in the country to cater to the financially excluded sections of
society. Offering digital payment systems can help expand access to financial
services and accounts at a lower cost, unlike traditional payment methods that
require additional expenses. High investments in infrastructure, such as setting up
branches and agencies, can also aid in this endeavor.

2)  Financial literacy programmes:

Financial literacy refers to the ability to understand financial services,
comprehend the risks and benefits of financial market products, and make
informed and effective decisions regarding the management and use of money.
There is a growing need for financial literacy, also known as financial education,
in both developed and developing countries. The rise in complexity and
availability of financial products, along with the shift in responsibility for social
security from governments and financial institutions to individuals, has
highlighted the importance of financial knowledge.

3) Providing basic bank accounts:

The third pillar of financial inclusion is to provide bank accounts to all citizens,
since having a bank account enables receiving money and paying bills.

4) Micro-credit availability:

According to the Consultative Group to Assist the Poor (CGAP), partial financing
refers to the provision of financial services to individuals with low incomes who
lack access to banking services. Partial credit, on the other hand, is a loan provided
to support the development of small businesses and self-employment to achieve
progress and promote inclusivity. Providing financial assistance for individuals,
such as offering partial credit and establishing a credit guarantee fund to cover
defaults in these accounts, is considered the fourth pillar of financial inclusion.
5) Partial-insurance availability:

Partial insurance is a type of protection that is designed to help low-income
individuals manage specific risks. In exchange for payments of insurance
premiums that are proportional to the likelihood and cost of the risks involved,
they can receive coverage that is tailored to their needs and budget. This type of
insurance is particularly suitable for low-income individuals, as it is often more
affordable and offers better coverage and conditions than other types of insurance.
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6) Informal sector pension programs:
The sixth aspect of financial inclusion is providing retirement income to
encourage savings.
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pension programs
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Figure 01: The six pillars of financial inclusion

Source: Prepared by the researchers, relying on Suhair Mahmoud Maatouq and others,
Financial Inclusion, Scientific Journal of Business Research and Studies, Volume 35, Issue 01,
2018, pp. 88-89.

Financial inclusion goals:

Financial inclusion refers to the availability of affordable and useful financial
products and services that fulfill the needs of individuals and businesses. These
products and services include transactions, payments, savings accounts, credit,
loans, and insurance services that are delivered responsibly and sustainably.
Financial inclusion is a powerful tool to achieve seven out of the 17 Sustainable
Development Goals, (the World Bank, 2022).

The G20 has pledged to advance financial inclusion globally. Additionally, they
have reaffirmed their commitment to implementing the G20 High-Level
Principles for Digital Financial Inclusion. The World Bank Group recognizes
financial inclusion as a critical factor in eradicating extreme poverty and
promoting shared prosperity.

Having a transaction account is the first step towards financial inclusion, as it
enables storing money and making and receiving payments.Access to financial
services can make everyday life easier and help families and businesses plan for
long-term goals and unexpected emergencies. By having a bank account, people
are more likely to use other financial services, such as credit and insurance, to
start and expand their business, invest in education or health, manage risks, and
navigate financial shocks, which can improve their overall quality of life.
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The ongoing COVID-19 pandemic has highlighted the importance of enhancing
digital financial inclusion. Digital financial inclusion refers to the use of
affordable digital methods to provide formal financial services to populations that
are financially excluded or underserved. These services should be tailored to meet
the unique needs of these populations and delivered in a responsible manner that
Is affordable for customers and sustainable for service providers.

The second axis: startup companies

1.2. Definition of startup companies:

There are many definitions of startup companies. Below are some:
Linguistically: the word “startup” is divided into two parts that constitute the
core of startup companies (Mukthar, 2021, p. 79)

“start”: indicates that there is an idea to start a new business;

“up”: 1indicates the stage of rapid and strong growth of the business.

According to "Ries Eric," one of the theorists of this notion, "Lean startup."” (Page
278 of Karaima and Marwa, 2021), a startup is "a human entity meant to generate a
new product or service under a state of severe uncertainty, that is, to supply a new
product or service with ambiguity about the business environment surrounding
it."

* A startup is a company that is in its early stages of operation and was founded
by one or more entrepreneurs who aim to develop a product or service that they
believe will have demand. These companies usually start with high costs and
limited revenues, which is why they seek capital from various sources, such as
venture capitalists (Grant, 2022).

* Startups are newly established companies that strive to develop a unique product
or service, introduce it to the market, and make it appealing to customers. They
aim to transform industries, make a difference in the world, and accomplish all of
this on a large scale. Startup founders aspire to provide society with something it
lacks but has not yet created, leading to remarkable valuations that result in an
IPO and an immense return on investment (Baldridge and Curry, 2022).

* A startup is a company that is young, innovative, and has strong potential for
growth. These companies usually operate in the field of new technologies,
especially on the Internet. Through the use of the internet, startups can now reach
a vast market in a short time. A new and innovative product or service can easily
attract a large number of customers, which can lead to strong growth, especially
due to the scalability of the business model (Facon, 2021).

Characteristics of Startup companies:

Nowi and Mameesh (2021, p. 4) identified several defining characteristics of start-
up companies. These include:

a) Innovation and leadership, which means that the project idea must be new
and inventive.

b) Accelerated growth due to the high demand for the unique services they offer.
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c)Long-term Profit: Startups aim to establish a foothold in the market, but
profitability may take time to achieve.

Start-up life cycle:

Start-up companies are known for their continuous growth, but the truth is that
they often face obstacles and go through challenging stages before reaching
success. This can be illustrated by Paul Graham's curve, which shows severe
fluctuations before a company finally finds its way to the top.
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Figure No. 01: Start-up company life cycle curve

Source:SharifaBoual-Sha’ar, The Role of Business Incubators in Supporting and Developing
Emerging Enterprises, Algeria Case Study, Al-Bashaer Economic Journal, Volume 04, Issue 01,
2018, p. 421

The third axis: The role of technology companies in promoting financial
inclusion

Emerging technology companies play an important role in strengthening the
banking sector to achieve financial inclusion. Below is a definition of emerging
technology companies.

Emerging financial technology companies: Definition

Different national and international organizations use various definitions to
describe Fin Tech. The definitions adopted are broad, acknowledging that there
are differences in the opportunities and risks arising from different aspects of
technological progress. Technological developments such as big data, distributed
ledger technology, and cryptography, along with the widespread use of
mobile/smartphones and the Internet, changes in consumer priorities towards
speed, ease of use, and low costs, as well as the complexity of regulatory and
supervisory requirements in business—all these factors have pushed innovation
in the field of financial technology. Banking regulations such as anti-money
laundering and terrorist financing laws, FATCA, Basel Il1, know-your-customer
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requirements, and due diligence have added to this complexity (Group of
Researchers, 2021, p. 3).

In the present times, there is a significant opportunity for financial technology
(FinTech) companies that focus on innovation in the areas of payments, lending
(including buy now, pay later), wealth technology, insurance technology,
regulatory technology, cyber security, and data. These sectors are showing rapid
growth, and for technology companies to succeed, gain attention, and attract
customers, they need access to a broader ecosystem.

Establishing a Powerful Fin Tech Startup (Al-Hussein, 2023):

To build a successful Fin Tech startup in today's competitive market, having a
great idea alone is not enough. You need a team of motivated and experienced
professionals, access to the right resources and funding, and a clear understanding
of the regulatory landscape to truly succeed.

1. First and foremost, you need a team dedicated to your success. This means
finding individuals with not only the right skill set but also the drive and
determination to pursue your project.

2.It's important to surround yourself with positive energy to overcome the
challenges that arise during the startup journey.

3. You also need to secure the right resources, including office space, equipment,
talent, and financing.

4. This includes everything from office space and equipment to talent and
financing. Without the necessary resources, it will be difficult to succeed in the
long run.

5. It is important to have a good understanding of the regulatory landscape
surrounding Fin Tech startups.

6. The ever-changing industry landscape can be daunting, but it is essential that
you be flexible and adaptable to avoid any compliance issues that may put your
business at risk.

7. By staying up-to-date on developments in this field, you can give your startup
the best chance for long-term success.

Why are Fin Tech companies so popular now, and what are the benefits of
starting one yourself?

Financial technology has exploded in recent years. This is due to in part to the
increasing prevalence of mobile devices and the emergence of digital banking.

* Fin Tech companies can capitalize on these trends to provide innovative
solutions that make managing finances easier and more convenient for consumers
and businesses alike.

» Starting a companies are well-positioned to take advantage of the current trends,
providing innovative solutions that make financial management easier and more
convenient for both consumers and businesses.
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* There are many reasons why Fin Tech companies are so popular right now. The
first is that they can offer consumers convenient, easy-to-use solutions that make
managing their finances easier. For example, many Fin Tech companies offer
mobile apps that allow users to check their balance, transfer money, and pay bills
with just a few clicks.

* Other Fin Tech companies provide online platforms that make it easier to invest
money or send payments internationally.

* Fin Tech companies are offering Al-powered chatbots that can help users with
budgeting and financial planning.

* Fin Tech companies are becoming increasingly popular due to their potential to
generate high profits. This is largely due to the growing demand for their products
and services.

*The global Fin Tech market is expected to reach $309 billion by 2022, which is
a significant increase from $24 billion in 2015. This means that there is a lot of
opportunity for new Fin Tech startups to establish themselves in the market.

To establish a robust Fin Tech startup, you must have a well-defined vision and
the ability to execute it effectively. Additionally, it is crucial to have a competent
team and to constantly learn and adapt to new challenges. Building a successful
Fin Techcompany can be challenging, but by prioritizing these key components,
it is achievable.

Conclusion:

Start-up companies involved in financial technology are playing a
significant role in shaping the financial services industry. The industry has
evolved from relying on technology to digitization and artificial intelligence. The
rapid growth of technology and the increasing demand for digital channels have
made it easier for new business models and non-financial companies to offer
banking services.

It is crucial to acknowledge the significance of emerging financial technology
companies. However, both central and regular banks should exercise caution
when expanding financial innovations to ensure that the safety and reliability of
the banking system are not compromised. It is also crucial to make sure that
financial innovations are not used as tools for fraudulent activities, piracy, and
money laundering.

The following is a list of recommendations to improve the use of financial
technology for enhancing financial inclusion:

- Providing tax incentives and financing opportunities for emerging technology
companies

- Encouraging these companies to innovate in the field of banking services

- Coordinating efforts between different sectors, including financial, commercial,
and banking, to promote financial inclusion
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- Urging central banks to create legal frameworks that support payment companies
in developing financial products for marginalized segments, thereby increasing
financial inclusion

- Encouraging commercial banks to keep up with artificial intelligence and to
digitally transform their banking products

- Maintaining flexibility and staying up-to-date on decisions related to new
financial services to ensure financial stability and banking safety.
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