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MANAGEMENT OF THE FINTECH INNOVATIONS IN BANKING

The management of fintech innovations in banking during the COVID-19 pandemic refers to the specific
strategies, responses, and oversight mechanisms employed by banks and financial institutions to leverage, integrate,
and adapt financial technologies during a time of global crisis. The pandemic not only disrupted traditional banking
operations but also accelerated the need for digital financial solutions. As a result, the management of these
innovations during this period took on unique characteristics and urgencies. The main purpose of the article is to
analyze the management strategies and innovations characteristics in fintech to understand whether these innovations
are destructive in nature or will phase out with time in post Covid era. Inductive research approach used to examine
the characteristics of innovations that influenced the management strategies of fintech innovations during the
pandemic. Mixed methods, qualitative and quantitative research methods carried out on this research. Authors focus
on primary data collection by secondary data from various sources to understand and interpret innovation
management strategies by examining the non-numerical data and analyzing the statistical data.

Keywords: fintech, banking, management strategies, financial services, innovations, digital economy, COVID-
19 pandemic.
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yugpprvix skonomurxa, COVID-19 nandemusicor.

Kniouesvte cnosa: unmex, OAHKOGCKASL O0essMeENbHOCb, CMpameuu YNpasieHus, QUHAHCO8bie YCTyeu,
unHosayuu, yugposas sxonomuxa, nandemuss COVID-19.

Introduction. The management of fintech innovations in banking during the COVID-19 pandemic
refers to the specific strategies, responses, and oversight mechanisms employed by banks and financial
institutions to leverage, integrate, and adapt financial technologies during a time of global crisis. The
pandemic not only disrupted traditional banking operations but also accelerated the need for digital financial
solutions. As a result, the management of these innovations during this period took on unique characteristics
and urgencies.

With physical branches either closed or operating with reduced hours, there was an immediate need to
accelerate digital banking solutions to serve customers. Banks had to quickly deploy and scale digital tools,
platforms, and services, often at speeds they were unaccustomed to. Many customers were using digital
banking tools for the first time. Banks had to provide resources, tutorials, and support to help them navigate
these platforms. With an increased volume of digital transactions and queries, banks enhanced their digital
customer support through chatbots, helplines, and online FAQs. The surge in online banking activities
meant that IT infrastructures were tested. Banks had to ensure their systems were robust, scalable, and
resilient. For bank employees, there was a need for secure remote working solutions, including VPNs,
collaboration tools, and cybersecurity measures.

The shift to digital and the chaos of the pandemic provided an opportune moment for cybercriminals.
Banks had to bolster their cybersecurity frameworks. With phishing scams on the rise, banks took initiatives
to educate customers about potential threats and safe online banking practices. As banking operations
shifted online, there was a need to ensure regulatory compliance in a new environment. Banks engaged
more closely with regulatory bodies to understand, adapt to, and even shape evolving regulations pertinent
to the pandemic-driven landscape. With cash handling becoming a concern, banks promoted and sometimes
launched new digital payment solutions. The pandemic underscored the importance of financial inclusion.
Banks leveraged fintech to reach and serve marginalized populations. Banks had to envisage and plan for
multiple scenarios given the uncertainty of the pandemic. Fintech solutions were central to contingency
plans, from contactless payment solutions to Al-driven customer support tools.
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In essence, the management of fintech innovations in banking during the COVID-19 pandemic was
about agility, resilience, and rapid response. It entailed not just the integration of technology, but also the
foresight to anticipate challenges, the flexibility to adapt, and the commitment to serve customers in
unprecedented times.

Managing fintech innovations in banking post-pandemic requires a careful combination of proactive
strategy, agility, and adaptability to the changing financial landscape. The banking sector underwent a rapid
transformation during the COVID-19 pandemic, driven by fintech innovations and changing customer
needs. While these innovations presented significant opportunities, they also came with associated risks.
Effective management and forward-thinking strategies were crucial for navigating these challenges and
leveraging the potential of fintech innovations.

The main purpose of the article is to analyze the management strategies and innovations characteristics
in fintech to understand whether these innovations are destructive in nature or will phase out with time in
post Covid era.

Inductive research approach used to examine the characteristics of innovations that influenced the
management strategies of fintech innovations during the pandemic. Mixed methods, qualitative and
quantitative research methods carried out on this research. Authors focus on primary data collection by
secondary data from various sources to understand and interpret innovation management strategies by
examining the non-numerical data and analyzing the statistical data.

Literature review. Inducing innovation in the banking sector during the COVID-19 pandemic has
been crucial to adapt to the rapidly changing landscape and meet the evolving needs of customers. The
pandemic accelerated the adoption of digital banking services. The COVID-19 pandemic prompted
significant innovation in the banking sector, driven by the need to adapt to new challenges and customer
expectations. These innovations have not only improved the resilience of the banking industry but also
paved the way for a more digitally connected and customer-centric future.

The COVID-19 pandemic accelerated digital transformation in the banking sector, pushing financial
institutions to adapt to the changing landscape and meet customer demands for contactless and online
services. Banks enhanced their digital banking services, including mobile apps and online platforms, to
provide customers with access to their accounts and banking services from the safety of their homes. Virtual
customer service options, such as chatbots and video conferencing, were introduced to assist customers
remotely and maintain personalized interactions. Many banks expedited the development of digital
onboarding processes to allow customers to open accounts and access financial products without visiting
physical branches [1]. Al-driven solutions were used to analyze customer data, personalize offerings, detect
fraud, and optimize customer experiences [2]. The use of contactless payment methods, such as mobile
wallets and contactless cards, surged, reducing the need for physical cash and in-person transactions. With
increased digital transactions, banks invested in strengthening cybersecurity measures to protect customer
data and transactions from evolving threats [3]. Banks collaborated with fintech companies to leverage their
innovative solutions, facilitating the introduction of new payment methods, lending platforms, and digital
wallets. Banks played a crucial role in the distribution of government-backed economic stimulus programs
by providing loans and grants to individuals and businesses affected by the pandemic. Cloud computing
solutions were adopted to ensure scalability and flexibility for the increased digital demand and remote
work scenarios [4]. Kazakhstan's fintech sector, though emerging, demonstrates promising potential due to
growing investments, government support, and increasing consumer interest [5], [6]. In Kazakhstan, digital
innovations like those offered by Kaspi.kz were particularly transformative. The integration of digital
technologies not only enhanced customer engagement through user-friendly mobile applications and
payment systems but also helped sustain economic activities during the pandemic. The Kaspi App model,
for instance, demonstrated the importance of combining various financial services into a single, easily
accessible platform, fostering rapid growth in digital transactions [7].

During the COVID-19 pandemic, fintech played a pivotal role in helping banks navigate economic
challenges, manage risk, and maintain essential banking services. Researchers identified in their works the
digital transformation in the banking sector. In this article authors tried to analyze banks comprehensive
digital transformation strategies which helped to adapt to the new normal and remain competitive in a
rapidly evolving financial landscape.

Results and Discussion. Financial technologies have witnessed significant innovations in the banking
sector, especially in response to the challenges posed by the COVID-19 pandemic. The COVID-19
pandemic ushered in a new era of innovation in the fintech and banking sectors. These innovations have
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played a crucial role in ensuring the continuity of financial services while adapting to the new normal. To
determine whether fintech innovations are destructive in nature or simply temporary trends that might fade
in the post-COVID era, needs to analyze some of the main strategies and innovations that emerged or
accelerated during the pandemic.

Banks played a crucial role in implementing economic relief programs during the COVID-19
pandemic to support individuals and businesses facing financial hardships. These programs involved
providing loans, grants, and other financial assistance to mitigate the economic impact of the pandemic
(Figure 1).

India 59%
Germany 37%
South Korea 14%
USA 13%
Kazakhstan 9%

India — 1.7 trillion, Germany — 1,4 trillion, Korea — 200 billion, USA — 3 trillion, Kazakhstan — 14 billion

Figure 1 — Government support as a result of Covid as a share of 2019 GPD
*Completed by author according to KPMG and Deloitte data [8, 9]

These programs aimed to provide financial stability, maintain employment, and stimulate economic
recovery in the face of unprecedented disruptions.

In the table 1 some strategies and approaches that banks have adopted to foster innovation during the
COVID-19 pandemic is shown.

Table 1 -
Strategies, inducing innovation in the banking sector*
Digital transformation acceleration
The pandemic accelerated the shift towards digital banking. Banks expedited the development of contactless
payment options, online account opening, and virtual customer service.
Remote work solutions
Banks adopted remote work technologies and solutions to ensure business continuity. This included the rapid
deployment of secure remote access and collaboration tools.
Data analytics and Al
Banks leveraged data analytics and artificial intelligence to understand changing customer behaviors and offer
personalized financial advice. These technologies also helped improve fraud detection and credit risk
assessment.
Economic relief programs
Many banks collaborated with governments to facilitate the disbursement of economic relief funds to individuals
and businesses. They developed digital platforms for processing loan applications and payments quickly.
Cybersecurity enhancements
Banks invested in strengthening cybersecurity measures to protect against the increased threat of cyberattacks
during the pandemic. This included advanced threat detection and employee cybersecurity training.
*summarized by the authors in accordance with the performed analysis

The World Bank's Global Findex Database shows the emphasizing the global shift towards digital
banking due to the pandemic (Figure 2).
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2014 2017 = 2021
87% 92% 91% 93%

0
78% 71%

a79% 4% °8%
0
35%
29%
22%

India Kazakhstan Russia USA

Figure 2 — Made or received a digital payment (% age 15+)
*completed by author according to World Bank's Global Findex Database [10]

According to the analysis, electronic payment in Kazakhstan three times increased comparing with
2017 (Figure 3).

2023 72295
2022 63929

2021 51315

2020 37715

2019 35154

2018 26564

2017 23870

in billions, KZT

Figure 3 — Electronic payment statictics in Kazakhstan
*completed by author according to data from the National Bank of Republic of Kazakhstan [11]

Every country in a survey by eMarketer was reported to have experienced an
increase in mobile contactless adoption between 2019 and 2021. China is the leader
when it comes to mobile payments, with 87.3% of the population reported to use
contactless payment methods. However, the US saw the greatest increase in adoption
within the two years of period, rising from 29% to 43.2% and overtaking India
(Figure 4).

81,1% S/3%

43,2%

37,6% 40,1%
29,0%

17,2% 211%

Russia India USA China

2019 = 2021

Figure 4 — Mobile contactless payments in 2019 and 2021
*completed by author according to the data from eMarketer.com
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The management of financial technologies during the Covid-19 pandemic was pivotal in sustaining
economies, businesses, and individual lives. Financial institutions, fintech startups, and governments had
to rapidly adapt and evolve to meet changing customer behaviors, preferences, and needs during the crisis.

Banks and financial institutions have been on a digital transformation journey for years. The pandemic
simply expedited this shift. Many banks fast-tracked their digital transformation strategies, focusing on
providing customers with a seamless online experience. Banks intensified their focus on providing
comprehensive online services, as physical branch visits became limited. This is not a temporary change.
The convenience, efficiency, and global reach provided by digital platforms are too substantial to be
reversed.

The demand for and adoption of contactless payment solutions soared as people preferred touch-free
transactions to minimize virus transmission. To minimize physical contact, there was a marked shift
towards contactless payment methods, such as mobile wallets and contactless cards. Contactless payments
are not only hygienic but also offer unparalleled convenience. They reduce the time of transaction and also
decrease the physical infrastructure (like POS machines) needed. Given their convenience, it's likely that
contactless payments will continue to grow, even in the post-COVID era.

The need for social distancing pushed banks to adopt digital onboarding processes, which allowed
customers to open accounts and access services without visiting a branch. Digital onboarding processes,
including remote identity verification tools, became essential to continue acquiring new customers. It
reduces paperwork, speeds up processing times, and provides customers with instant access to financial
products. This trend is expected to persist given the clear advantages in efficiency and customer experience.

With physical branches less accessible, many banks integrated Al-driven chatbots for 24/7 customer
service. Al-powered chatbots became more prominent to handle customer inquiries around the clock,
especially when call centers were overwhelmed or under-staffed. These chatbots were vital in ensuring
uninterrupted customer support. Al solutions can handle a vast number of simultaneous inquiries. Their
cost-effectiveness and scalability ensure that Al-powered solutions will continue to be integral in fintech.

With increased digital activities, there was a parallel rise in cyber threats, prompting fintech solutions
to focus on bolstering cybersecurity. With an uptick in digital banking activities, cybersecurity measures
were bolstered to protect against an increase in cyber threats and fraud. With the rise of digital transactions,
cybersecurity becomes paramount to protect user data and maintain trust. As digital interactions increase,
the focus on cybersecurity will only intensify.

The pandemic led to a surge in demand for loans and credit. There was a push for digital-first loan
application and processing, especially for pandemic-related relief efforts. Many banks adopted fintech
solutions for faster loan processing, especially relevant for the distribution of pandemic-related relief funds.
Fintech platforms offered digital lending solutions, enabling customers to apply for loans and receive
approvals online. Digital loans, especially microloans, provide quick solutions for users in need of funds.
Their automated risk assessment often speeds up approval times. Their convenience ensures they'll likely
continue, although there might be more regulatory scrutiny to ensure fair lending practices.

As consumers faced financial strains, fintech innovations centered around tools and apps to help users
track, manage, and optimize their finances. Personal financial management tools provide users with insights
into their spending habits, investments, and savings, promoting financial literacy. As consumers become
more finance-savvy, these tools will likely persist and evolve.

The need for transparent, secure, and swift cross-border transactions led to heightened interest in
blockchain solutions during the pandemic. Blockchain provides a transparent, immutable ledger, making
transactions more secure and traceable. While blockchain has applications beyond fintech, its adoption
within fintech will continue, especially in areas like cross-border payments.

Adoption of cloud technologies surged, allowing banks to be more resilient and agile in their
operations and service delivery. Cloud technologies offer scalability, flexibility, and cost-saving advantages
over traditional IT infrastructure. The shift to cloud is a strategic move and will continue as institutions
look for efficient operational models.

Fintech has significantly transformed the activities of banks, reshaping their operations and customer
interactions. These technologies have enhanced service delivery by introducing digital platforms such as
mobile banking apps, online payments, and digital mortgages, providing customers with seamless and user-
friendly experiences.

Fintech has driven the evolution of new business models, with banks becoming comprehensive service
providers through digital ecosystems. These innovations have boosted competitiveness, allowing banks to
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meet evolving customer expectations and effectively compete with fintech startups. The role of regulatory
support and partnerships with technology providers is critical in strengthening this competitiveness.

Conclusion. The COVID-19 pandemic significantly influenced fintech innovations in the banking
sector. The urgency to meet changing consumer needs and the challenges posed by the pandemic
environment fostered rapid advancements in technology, prioritizing digital solutions, and enhancing
cybersecurity. These innovations have not only helped banks adapt to the challenges of the pandemic but
also laid the foundation for a more digitally-driven and customer-centric banking industry. The COVID-19
pandemic accelerated many trends that were already emerging in fintech and banking. The industry's focus
became primarily centered on providing safe, secure, and efficient services in an increasingly digital world.

Most fintech innovations that gained traction during the COVID-19 pandemic have foundational
benefits that are likely to ensure their longevity. They aren't merely reactionary measures to the pandemic
but are rather aligned with the long-term trajectory of the financial industry towards digital, efficient, and
customer-centric solutions.

However, challenges remain, including customer readiness, high investment costs, and cybersecurity
risks. Addressing these challenges requires ongoing innovation, robust regulatory frameworks, and
enhanced customer education. Fintech's integration into banking continues to reshape the sector, enhancing
efficiency, accessibility, and innovation while presenting new complexities in the financial landscape.

While it's termed "disruptive"”, this doesn't imply destructiveness in a negative sense. Instead, fintech
innovations disrupt traditional banking models by introducing more efficient, customer-friendly
alternatives. Given their inherent advantages, it's unlikely that these innovations will phase out in the post-
COVID era. Instead, they'll likely evolve and further integrate into the mainstream financial ecosystem.

This research has been funded by the Science Committee of the Ministry of Science and Higher
Education of the Republic of Kazakhstan (Grant “Investing the impact of macroeconomic, political, and
digital processes on financial sustainability of Kazakhstan” No. AP19674948).
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Hdyrtra A., Jocxkan P.P., Kyanosa JL.A.
BAHK KBIBMETIHAEI'T ®UHTEX NTHHOBALUSIJIAPBIH BACKAPY
Anjarna

COVID-19 mamgemwmscel ke3iHme OaHK iciHzmeri (UHTEX WHHOBANMSIAPBIH Oackapy >kahaHIBIK IaFgapbic
Ke3iH/e KapXKbUIBIK TEXHOJIOTHsUIap/Abl Tainanany, OipikTipy »oHe OeifiMiey yIIiH OaHKTEp MEH KapiKbl
WHCTUTYTTapbl Iai/laNaHaThlH HAKTBHl CTPATEeTHsUIap/bl, OpPEKEeT eTy]l JKoHE Kajaranay TeTiKTepiH Ouiiipeni.
IManmemust mocTypii OaHK ornepanysuIapblH OY3bINT KaHAa KoiMail, IUQPIBIK KapKbUIBIK IIeNIiMaepre IeTeH
KaXCTTUTIKTI apTThIpAbl. HoTmxkeciHae, OChl Ke3eHAEC WHHOBAIMsUIApABl Oackapy Oipereil cumarramaiap MeEH
©3eKTiTIiKKe re 0011b1. MaKalaHbIH HEeT13Ti MaKcaThl — OYJ1 MHHOBAIIMSIIAP IBIH YKOHKBIH CUTIATKA Ue KSHIITTH HeMece
KoBuaren keiiHri aoyipAe KOHBUIBIN KETETiHIH TYCIHY YINIH Kap)KbUIBIK TEXHOJOTHSIAP CEKTOPBIHIAFHI
MHHOBAaIMsIAp/ibl 0acKkapy CTparerdsuiapbl MEH CHMaTTamaiapbiH Taniay. VIHIYKTHUBTI 3epTTey ojici maHaeMus
Ke3iH/ie GUHTEeX MHHOBALMsUIAp/Ibl 0acKapy cTpaTerusiapblHa ocep €TKeH HHHOBALMSIIBIK CHIIATTaMalap bl 3epTTey
YIIiH KOJJaHBUIBL. Byt 3epTTeyae apanac amictep, camalblK XKoHE CAaHIBIK 3epTTeY 9/1icTepi KOIAaHBLUIABI. ABTOpPIIAP
CaHJIBIK eMeC JEepeKTep/l 3epTTey KOHE CTATHCTHKAJIBIK JIEPeKTepi Tajjuay apKblibl WHHOBAaLUsUIAp/Abl Oackapy
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CTpaTerusulapblH TYCiHY JKoHE TYCIHIIpY YIIIH opTYpii Ke3aepleH 0acTanKbl JAepeKTep MEH KOCHIMIA JAepeKTepi
KUHAyFa Ha3ap ayaapajsbl.

Hdyrra A., Joc:kan P.P., Kyanosa JL.A.
YIPABJIEHUE ®UHTEX-UHHOBALIUSIMUA B BAHKOBCKOM AEATEJBHOCTHN
AHHOTAINA

VYupapnenue ¢(uHTEX-UHHOBaIMsIMU B OaHKOBCKOW cdepe Bo Bpems manaemun COVID-19 otHocutes K
KOHKPETHBIM CTpaTerusiM, MepaM pearnpoBaHus U MEXaHH3MaM Ha/l30pa, UCIIOIb3YeMbIM OaHKaMU U (PMHAHCOBBIMHU
YUPEXKICHUSIMHU JJIsI UCTIOJIb30BAHUS, UHTETPALMM U aJaNTalydd (UHAHCOBBIX TEXHOJOTHI BO BpeMs IJ00albHOTO
Kpu3uca. [laHnemMuss He TONBKO HApyIIMiIa TPAJULHOHHbIE OaHKOBCKHE ONEpPAaINH, HO M yCHIIMIA MOTPEOHOCTD B
(poBEIX (MHAHCOBBIX PEUICHUSIX. B pe3ynpTare ympaBieHHE 3THMH HHHOBAIMAMH B 3TOT IEPHOJ MPHUOOPENo
YHHKAJIbHBIE XapaKTEPUCTUKH U aKTyanbHOCTh. OCHOBHAS II€Nb CTAThH — IPOAHATH3UPOBATH CTPATETHH YIIPABICHUSA
U XapaKTePUCTHKH WHHOBanWi B cdepe (MHAHCOBBIX TEXHOJOTHH, YTOOBI MOHSTH, HOCAT JM 3TH WHHOBALUH
JECTPYKTUBHBIA XapaKTep MM CO BPEMEHEM HCYE3HYT B MTOCTKOBUAHYIO 3MOXY. HIYKTHBHBIN HCCIIEI0BATEIBCKIN
TIOJIXOJ] MCTIOJIB30BaH JUISl M3YYEHHs XapaKTEPHCTHK MHHOBAIMH, KOTOpPHIC MOBIIUIM Ha CTPATETHH YNPABICHUS
(UHTEX-MHHOBALMSIMH BO BpeMs NaHAeMHH. B XoJe NaHHOrO MCCleqOBaHMs MPOBOAMINCH CMEIIAHHBIE METO/BL,
Ka4yeCTBEHHbIE M KOJIMYECTBEHHbIE METOMABI HCCIEIOBAaHUSA. ABTOPHI COCPENOTAYMBAIOT BHHMaHHE Ha cOope
MEPBUYHBIX JAaHHBIX M BTOPHYHBIX JIAHHBIX W3 Pa3IMYHBIX HMCTOYHHKOB, YTOOBI MOHSITH W HMHTEPIPETHPOBATH
CTpaTeruy yIpaBJIeHUs HHHOBALMSAMH, N3ydasi HEYUCIIOBbIE JaHHbBIE U aHATM3UPYS CTATUCTUYECKHE JaHHBIC.
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