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Abstract 
Evaluating the financial sector of emerging markets based on digital technology evolution is crucial, as 
the market tends to exhibit greater fragility than in the developed markets. As a result, this study is 
conducted to provide a deeper understanding of the old and new realities of the financial sector of 
emerging markets and conducts both qualitative and quantitative analyses of technology impacts on 
financial sector of emerging markets. Further, the study has developed models to help emerging markets 
leverage digital technology to achieve sustainable financial sector growth. In addition, the SmartPLS 
modeling was applied to show the linkages between the characteristics of the financial sector in emerging 
markets and digital technologies. 

 

Introduction 
The rapid emergence of digital technology has transformed the financial sector in most emerging 

markets, particularly banking operations. Digital technology has not only changed the way banks operate 
in developing countries, but it has also become the most important factor that banks need to invest in to 
improve their performance, develop more products and enhance customer experience. Regardless of the 
economy in which a bank is located, it is expected to embrace and invest in new digital technologies so that 
it can provide cost-effective and efficient services to its customers. In recent years, bank customers have 
become more financially literate, and the introduction of digital banking products such as e-money and 
challenger banks have led to strong competition between traditional institutions, while the banking sector 
has also seen constant innovation that attracts more customers (OECD, 2020). In addition, the promotion of 
digital credit, digital financial literacy, digital financial resilience, and financial well-being has also become 
a common feature of the financial sector of emerging economies (Sun et al., 2023, Murendo et al., 2017, 
Grozdanovska et al. 2017, McKnight et al. 2020, Brueggen et al. 2017; and Kabadayi et al. 2019). 

Understanding the financial sector of an emerging economy like Ghana is very important for this study. 
According to Arizala et al. (2021), there is no universally accepted definition of an emerging market. 
However, the IMF's World Economic Outlook classifies 39 economies as “advanced” based on factors such 
as high per capita income, greater integration into the global financial system, and exports of diversified 
goods and services. In this respect, all other economies can be classified as developing and emerging 
countries. On the other hand, the Corporate Finance Institute defines emerging markets as economies that 
are experiencing significant economic growth and exhibit some, but not all, of the characteristics of a 
developed economy. That is, economies that are in transition from the “developing” phase" to the 
“developed” phase". Emerging markets tend to have high market volatility, high growth and investment 
potential, a high economic growth rate, and a low median income per capita. On the other hand, David 
(2018) explained that an emerging market is a term used to describe a country’s social or economic activities 
characterized by rapid growth and industrialization. This definition clearly shows that income is not the 
only distinguishing feature of an emerging market. However, emerging markets also lack the ability to 
produce higher value-added goods and sustained strong growth can also be classified as an emerging 
market. 
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Literature Review 
The OECE (2021) pointed out that digital acceleration has been amplified by advances in global 

connectivity and that this needs to be supported to realise its potential. In the case of the emerging African 
market, more than 72% of the population regularly use cell phones to hold a total of about 300 million 
mobile money accounts, representing rapid growth in the market's financial sector and the highest number 
globally. In just one year, from 2019 to 2020, the number of e-commerce users in Asia has increased by 37 
million to 71 million. The OECD (2021) predicts that Asia will account for almost half of all new mobile 
subscribers worldwide and more than half of all cashless transactions. However, caution is needed as the 
next wave of digital transformation driven by technology will continue to shape future emerging markets. 
It is also important to keep in mind both the further potential of digital transformation and the risk that this 
digital transformation could exacerbate existing inequalities in emerging markets. 

The financial sector of any emerging economy plays a critical role in helping the economy overcome 
inequalities, as cautioned by the OECD. Even if the financial sector in emerging markets is considered a 
recent phenomenon, payment and financial systems have evolved over several years. Even though the 
current digital transformations have remarkably changed the way the financial sector of emerging markets 
operates and transact, its core objectives and activities have not change with regards to promoting value 
exchange, financial intermediation, financial risk transfer, and liquidity in today’s economy (Freixas et al. 
2008, and Bernanke 2013). The financial intermediation role assists the financial sector of emerging markets 
to facilitate the movement of funds between savers and borrowers by taking funds from savers through 
deposits and lending to borrowers, governments, businesses, and households. That is facilitates transfer of 
assets, risk assessments and mitigation, ensures accounting accuracy, and resource pooling (Allen et al. 
1996).  

Also, Ravikumar et al. (2022) noted that the most promising mechanism that has gained impetus 
globally to guarantee all-inclusive financial access and foster collective financial inclusion is digital 
financing. However, this study posits that the benefits of digital technology in the financial sector of 
emerging economies could be realized if digital technology is utilized to promote financial services such as 
digital payments, savings, credit, and insurance while building and increasing the resilience of the people 
in developing economies, as also contained in Hussain et al. (2019) in a different perspective. 

 
Methodology 

Most studies analyze the technological development that has dominated the financial sector of 
emerging markets with a quantitative approach through surveys. The authors, including Zhu et al. (2023), 
found through a survey that digital technology can significantly improve the profitability of banks. In 
addition, this study uses a qualitative analysis tool to overcome the shortcomings of using a purely 
quantitative method (Appiahene et al. 2019) 

 
Findings/Results 

The results of the study show that government policies, private foreign investors, security and 
enforcement instruments correlate with the promotion of technology (variable 5). In addition, global 
reachor market correlates with digital financial products (variable 9), transaction medium (variable 2) and 
security and enforcement tools (3). Private foreign investment (variable 2) is also closely related to 
government policy (variable 1), financial self-service and integration (variable 11) and global reach and 
market (variable 10). In addition, technology (variable 5) correlates with digital financial products (variable 
9) and transaction medium (variable 6) and is strongly related to all variables, including sustainable market 
growth (variable 12) and contrast (variable 3). Most importantly, government policy (variable 1) correlates 
with all variables. 

The results of the study in Figure 1 show the old and new realities of the financial sector of emerging 
markets and the other factors that need to be considered to achieve sustainable growth and development 
of the financial sector in emerging markets. Figure 1 of the study below shows the relationship between the 
old and new realities of the emerging market financial sector and the impact of technological development 
on the emerging market financial sector. The study from figure 1 shows that emerging markets are 
characterized by high market volatility, high investment potential, sector-specific industrialization, lack of 
capacity to produce high-value added products, weak sustainability growth and Low-middle income per 
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capital. On the other hand, developed markets are characterised by high per capital income, greater 
integration into global financial system, large market share, export of diversified goods and services, and 
high digitalized financial sector. 

 
Fig 1 Intersection of Old and New Realities of Emerging Markets Under Technology Evolution. 

 
 
Discussions and conclusions 

Emerging markets differ in many important ways, such as demographic factors, geographic location, 
and cultural factors. However, one important common feature that is considered a desirable factor for 
economic development is the financial sector. This study found that the financial sector of emerging markets 
is characterized by old and new realities, as shown in Figure 1 above. These realities have been confirmed 
in many studies, such as Mohideen et al. (2018), OECE (2022), the World Bank (2016), López et al. (2012), 
Xavier (2022) and Ravikumar et al. Furthermore, this study found that digital technology dominates the 
financial sector in emerging markets. For sustainable growth and development of the financial sector, 
emerging markets need to take full advantage of all the opportunities that digital technologies offer to the 
financial sector. 

 
Limitations and direction for future research 

Data used for analysis in this study is limited to a specific period, which may not be a true 
representation of the situation of the financial sector in emerging markets in the future.  
 

References 
Allen, F, and Santomero, A.M., (1996). The Theory of Financial Intermediation pp.96-32, Available at SSRN: 

https://ssrn.com/abstract=7716 
Arizala, F. and Di Yang. (2021). Emerging markets must balance overcoming the pandemic, returning to more normal 

policies, and rebuilding their economies,  IMF’s Strategy, Policy, and Review Department. Accessed on 
09/25/2023, at: https://www.imf.org/external/pubs/ft/fandd/2021/06/the-future-of-emerging-markets-
duttagupta-and-pazarbasioglu.htm  

David P. Stowell, D.P., (2018). Investment Banks, Hedge Funds, and Private Equity. 3rd edition, Academic Press,  pp 
265-289, doi https://doi.org/10.1016/B978-0-12-804723-1.00012-8.  

Freixas X and JC Rochet (2008), Microeconomics of Banking, 2nd edn, MIT Press, Cambridge, Massachusetts. 
Appiahene, P., Missah, Y. M., & Najim, U. (2019). Evaluation of information technology impact on bank’s performance: 

The Ghanaian experience. International Journal of Engineering Business Management, 11, 1847979019835337. 
Bernanke, B. S., Blanchard, O., Summers, L. H., & Weber, A. A. (2013). What should economists and policymakers learn 

from the financial crisis. Public Lecture on 25.03. 



The Business and Management Review, Volume 14 Number 3 December 2023 
 

Conference proceedings of the Centre for Business & Economic Research, ICGEEE-2023, 8-9 December 118 
 

Hussain, A. H. M. B., Endut, N., Das, S., Thanvir, M., Chowdhury, A., Haque, N., and Ahmed, K.J. (2019). Does Financial 
Inclusion Increase Financial Resilience? Evidence from Bangladesh. Development in Practice 29(6): pp,798–807. 

Mohideen, J. and Euben Paracuelles, E. (2018). How is technology transforming global emerging markets? 
ECONOMICS, at: https://www.nomuraconnects.com/focused-thinking-posts/how-will-technology-transform-
global-emerging-markets/ 

López Salazar, A., Contreras Soto, R., & Espinosa Mosqueda, R. (2012). The impact of financial decisions and strategy 
on small business competitiveness. Global Journal of business research, 6(2), 93-103. 

Elisabeth C. Brüggen, J. H., Holmlund, M., Kabadayi, S., and Löfgren, M., (2017). Financial well-being: A 
conceptualization and research agenda, Journal of Business Research,Volume 79, pp 228-237, ISSN 0148-2963, 
https://doi.org/10.1016/j.jbusres.2017.03.013. 

Su, Y. and Li, S. Wang, R. (2023). Fintech: from budding to explosion - an overview of the current state of research 
Review of Managerial Science 17(04)Follow journal.  DOI: 10.1007/s11846-021-00513-5 
McKnight, D. H., Liu, P., & Pentland, B. T. (2020). Trust change in information technology products. Journal of 

Management Information Systems, 37(4), 1015-1046. 
Murendo, C. and Mutsonziwa, K., (2017). Financial literacy and savings decisions by adult financial consumers in 

Zimbabwe. International journal of consumer studies, 41(1), pp.95-103. 
Karadayi, M. A., & Ekinci, Y. (2019). Evaluating R&D performance of EU countries using categorical DEA. Technology 

Analysis & Strategic Management, 31(2), 227-238. 
OECD (2020). Digital Economy Outlook. Accessed 16/10/2023, at: https://www.oecd.org/digital/oecd-digital-

economy-outlook-2020-bb167041-en.htm  
Grozdanovska, V., Bojkovska, K. and Jankulovski, N., (2017). Financial management and financial planning in the 

organizations. European Journal of Business and Management, 9(02). 
OECD (2021), Digital delivery of financial education: design and practice. 

www.oecd.org//financial/education/digital-delivery-of-financial-education-design-andpractice.htm 
OECD (2021), Business Insights on Emerging Markets 2021. OECD Emerging Markets Network, OECD Development 

Centre, Paris. http://www.oecd.org/dev/oecdemnet.htm. 
Ravikumar, T., Suresha, B., Prakash, N., Vazirani, K., & Krishna, T. A. (2022). Digital financial literacy among adults in 

India: measurement and validation. Cogent Economics & Finance, 10(1), 2132631. 
World Bank (2016). Financial Development. Accessed on 06/10/2023, at:  
https://www.worldbank.org/en/publication/gfdr/gfdr-2016/background/financial-development 
Xavier V., Thierry F. , Veldkamp, L., and Darrell, D. (2022). The impact of technology on finance: A new eBook. At: 

https://cepr.org/voxeu/columns/impact-technology-finance-new-ebook 
Zhu Y, Jin S. (2023). How Does the Digital Transformation of Banks Improve Efficiency and Environmental, Social, and 

Governance Performance? Systems. Issue 11, vol 7, pp 328. https://doi.org/10.3390/systems11070328 
 

 

 


