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Executive Summary

The financial technology (FinTech) sector in
Somalia has emerged as a critical player in
transforming the country's financial landscape.
With limited traditional banking infrastructure,
particularly in rural areas, FinTech has stepped in to
provide accessible financial services. This paper,
titled "Comprehensive Overview of Finlech in
Somalia," aims to assess the current state of the
FinTech sector, analyzing adoption trends,
demographic characteristics, challenges, and
prospects while highlighting its role in fostering
financial inclusion. The research focuses on the
rapid growth of mobile money platforms, which are
driven by widespread adoption among Somalia’s
tech-savvy, youthful population. The study
examines FinTech adoption in Somalia, analyzing
key trends in user demographics, motivations for
using Finlech, usage patterns, and barriers to
adoption. The research also evaluates challenges
to sector growth, including infrastructure gaps,
regulatory issues, and socio-cultural factors
influencing adoption. This study utilized a
mixed-method approach, combining quantitative
survey data with qualitative analysis to
comprehensively understand FinTech usage in
Somalia. Data was collected from 516
respondents, focusing on user demographics,
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educational background, occupational status,
familiarity with FinTech services, and satisfaction
levels. The survey data was complemented by
analyzing secondary sources on the regulatory
environment, mobile money platforms, and broader
FinTech trends.

Most (85%) of users are between 18 and 34
years old, reflecting a global trend of younger
generations adopting digital platforms. However,
there is a gender disparity, with 82% of users being
male, highlighting potential socio-cultural barriers
to female adoption. Over 87% of users hold a
bachelor's or master's degree, indicating a
correlation between educational attainment and
FinTech usage. Occupational status shows that
Finfech services are used across diverse
segments, with 41.3% of users employed full-time
and 30% being students. Around 70% of
respondents reported high familiarity with FinTech
services, and 94% currently use them, primarily
mobile money platforms. Mobile money is the most
popular, with over 85% of users relying on them for
financial transactions. The primary barriers to
further Fintech development in Somalia include
lack of customer support (38.3%), internet
connectivity issues (33.5%), and limited service
availability (26.7%). High transaction fees and
regulatory uncertainty also hinder broader




adoption. Despite these challenges, over 65.5% of
respondents expect substantial sector growth,
particularly in mobile money, e-commerce, and
financial education. Notably, 58% of users
expressed high satisfaction with current services,
indicating the sector's success and potential for
further growth.

The findings suggest that Somalia’'s FinTech
sector has significant potential to contribute to
financial inclusion, particularly in underserved rural
areas. Mobile money platforms are already playing a
transformative role, and with suitable investments in
infrastructure and regulatory frameworks, the
sector could continue to grow. There is also a need
to address gender disparities and increase female
participation in FinTech to foster a more inclusive
financial ecosystem. The study’s limitations include
potential biases in the survey data due to an
overrepresentation of younger and more educated
respondents and urban areas with more reliable
internet connectivity. The study also focuses
primarily on mobile money platforms, which, while
dominant, may not fully capture the broader
spectrum of FinTech services emerging in Somalia.

The study provides a comprehensive overview of
Somalia’s Finlech landscape, highlighting key
trends in adoption, challenges, and opportunities
for growth. The sector is driven primarily by young,
educated users who rely on mobile money
platforms for their financial transactions. However,
significant challenges related to customer support,
internet connectivity, and regulatory frameworks
must be addressed to ensure the sector’s continued
growth. Additionally, increasing female participation
and diversifying FinTech services could foster a
more inclusive and resilient financial ecosystem.
The positive outlook expressed by users
underscores the potential of FinTech to play a
transformative role in Somalia’s financial inclusion
and economic development efforts.

1. Introduction

Financial Technology (FinTech) has
revolutionized financial services globally, offering
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innovative solutions to enhance financial inclusion,
particularly in regions with underdeveloped
traditional banking systems. In Somalia, which has a
complex history marked by conflict and instability,
Finfech has emerged as a transformative force.
Adopting digital financial services, notably mobile
money, has played a crucial role in bridging gaps left
by a sparse banking infrastructure, thereby
fostering greater financial inclusion. This shift is
particularly significant in Somalia, where mobile
money platforms have become integral to the
financial lives of many.

Despite FinTech's evident impact on Somalia's
financial sector, there remains a lack of
comprehensive analysis regarding its current state,
historical evolution, and future potential.
Understanding these dimensions is essential for
evaluating FinTech's effectiveness in promoting
economic development and addressing financial
exclusion in Somalia. This research seeks to fill this
gap by providing a detailed examination of the
FinTech landscape in Somalia, investigating its role
in the economy, identifying its challenges, and
exploring opportunities for future growth.

Several key objectives guide this research. Firstly,
it aims to comprehensively analyze the current
FinTech landscape in Somalia, which includes
examining existing FinTech services, user
demographics, and adoption patterns to
understand the sector's present state. Secondly,
the study seeks to trace the historical development
of FinTech in Somalia, highlighting significant
milestones and transitions from its inception to the
present. Thirdly, it will assess the market potential
and future expansion opportunities for FinTech in
Somalia, providing insights into growth prospects
and strategic directions for stakeholders. Fourthly,
the research will identify and analyze the challenges
and barriers to FinTech development, including
infrastructural issues, regulatory constraints, and
user-related challenges. Finally, based on the
findings, the study will propose actionable
recommendations to overcome these challenges
and leverage opportunities to enhance FinTech
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growth in Somalia.

This research employed a mixed-methods
approach to comprehensively analyze the FinTech
sector in Somalia, integrating qualitative and
quantitative techniques. The study utilizes a
descriptive research design, incorporating primary
data collection through structured surveys and
semi-structured interviews with key stakeholders,
such as representatives from Finlech companies,
financial institutions, regulatory bodies, and
consumers. A random sampling technique will be
used to ensure that the survey participants are
representative of the broader population within the
FinTech ecosystem. Quantitative data from surveys
will be analyzed using statistical tools to identify
trends, adoption rates, and market potential. In
contrast, qualitative interview data will be subjected
to thematic analysis to uncover key challenges,
barriers, and potential solutions.

1.1 Global FinTech Trends

The financial technology (FinTech) industry has
grown exponentially over the last decade, reshaping
traditional financial services through innovative
technologies and business models. FinTech, initially
associated with back-end systems of established
financial institutions, has expanded to encompass
various applications, including digital payments,
blockchain technologies, Robo-advisors, and more.
This literature review explores the global trends in
FinTech, examining the industry's evolution, key
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innovations, regional differences, challenges, and
future directions. By providing a comprehensive
overview of the existing literature, this review aims to
shed light on the ongoing transformation of financial
services and the implications for various
stakeholders.

1.1.1 Evolution of FinTech

The evolution of FinTech can be traced back to the
introduction of electronic banking in the 1960s,
which laid the groundwork for the digitization of
financial services. Early innovations included ATMs,
electronic funds transfers (EFT), and the advent of
credit cards, which gradually shifted banking from a
branch-based model to a more automated,
technology-driven approach (Arner et al., 2015). The
1980s and 1990s saw the rise of online banking, as
the internet enabled customers to manage their
finances from home, setting the stage for the digital
revolution in finance.

The 2008 global financial crisis marked a
significant turning point, as it exposed the
vulnerabilities of traditional banking systems and
spurred the growth of FinTech startups seeking to
offer more efficient, transparent, and
customer-centric services (Schueffel, 2016). These
startups initially focused on niche areas like
peer-to-peer lending and crowdfunding, quickly
expanding their offerings, challenging established
financial institutions, and prompting them to
innovate.




Several technological advancements have been
pivotal in the rise of FinTech. The development of
blockchain technology, first introduced with Bitcoin
in 2008, enabled decentralized financial systems
that operate without intermediaries, offering
enhanced security and transparency (Nakamoto,
2008). Blockchain has since evolved beyond
cryptocurrencies to applications in smart contracts,
supply chain finance, and cross-border payments.

Artificial intelligence (Al) and machine learning
have also been instrumental in transforming financial
services, enabling the automation of complex
processes such as credit scoring, fraud detection,
and wealth management (Gomber et al., 2018).
Cloud computing has facilitated the rapid scaling of
FinTech platforms, allowing startups to offer services
globally without significant upfront investments in
infrastructure (Puschmann, 2017).

The widespread adoption of mobile technology,
particularly smartphones, has further accelerated
FinTech innovation. Mobile banking and payment
apps have become ubiquitous, offering users the
convenience of managing their finances on the go.
This shift has been particularly pronounced in
emerging markets, where mobile technology has
leapfrogged traditional banking infrastructure
(Puschmann, 2017).

1.2 Major Trends in FinTech
1.2.1 Digital Payments

Digital payments represent one of the most
significant areas of growth in the FinTech sector. The
rise of mobile wallets, such as Apple Pay, Google
Wallet, and Alipay, has transformed the way
consumers make transactions, offering speed,
convenience, and security (Skan et al., 2015). These
platforms have expanded beyond simple payment
processing to include features like loyalty programs,
budgeting tools, and peer-to-peer transfers, further
embedding themselves into users' daily lives.

The COVID-19 pandemic has had a profound
impact on the digital payments landscape.
Lockdowns and social distancing measures led to a
surge in e-commerce and contactless payments,
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accelerating the adoption of digital payment
solutions (Wang et al., 2021). In many regions, digital
payments became the preferred method for
conducting transactions, prompting even traditional
businesses to embrace Finlech solutions.

1.2.2 Blockchain and Cryptocurrencies

Blockchain technology has introduced a new
paradigm in financial services characterized by
decentralization, transparency, and security. Bitcoin,
the first cryptocurrency, demonstrated the potential
of blockchain to enable peer-to-peer transactions
without the need for intermediaries like banks
(Nakamoto, 2008). Since then, thousands of
cryptocurrencies have emerged, each with its unique
features and use cases.

Ethereum, another leading blockchain platform,
introduced the concept of smart contracts, which are
self-executing contracts with the terms of the
agreement directly written into code. Smart
contracts have the potential to revolutionize various
aspects of finance, including insurance, real estate,
and supply chain management, by automating and
securing transactions (Bohme et al., 2015).

The rise of decentralized finance (DeFi) is another
significant trend in the blockchain space. DeFi
platforms leverage blockchain technology to offer
financial services such as lending, borrowing, and
trading without relying on traditional financial
institutions (Tapscott & Tapscott, 2020). While DeFi
has the potential to democratize access to financial
services, it also poses regulatory challenges and
risks, including volatility and security vulnerabilities.

1.2.3 Robo-Advisors and Al in Finance

Robo-advisors, which provide automated,
algorithm-driven financial planning services with
little to no human supervision, have gained
significant traction in recent years. These platforms
use Al to analyze a client's financial situation and
recommend investment strategies tailored to their
risk tolerance and goals (Sironi, 2016). By offering
lower fees and greater accessibility than traditional
financial advisors, robo-advisors have made wealth
management more accessible to a broader
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audience.

Al is also being used in other areas of finance,
including credit scoring, fraud detection, and risk
management. Machine learning algorithms can
analyze vast amounts of data to identify patterns
and make predictions, improving the accuracy and
efficiency of financial services (D'Acunto et al,,
2019). However, using Al in finance also raises
concerns about transparency, bias, and the
potential for job displacement.

1.2.4 RegTech

Regulatory technology, or RegTech, refers to the
use of technology to help financial institutions
comply with regulations in a more efficient and
cost-effective manner. The global financial crisis
highlighted the need for improved regulatory
oversight, leading to increased demand for RegTech
solutions (Arner et al., 2016). These solutions use
Al, big data, and blockchain to automate compliance
processes, including regulatory reporting, risk
management, and anti-money laundering (AML)
efforts (Deloitte, 2016).

RegTech has the potential to significantly reduce
the cost of compliance, which is a major burden for
financial institutions. By automating routine tasks
and providing real-time monitoring and reporting,
RegTech can improve the accuracy and timeliness
of regulatory submissions, reducing the risk of
non-compliance and associated penalties (Arner et
al., 2016).

1.2.5 Insurtech

InsurTech, or insurance technology, is another
rapidly growing area within the FinTech ecosystem.
Insurfech companies are leveraging digital
platforms, data analytics, and Al to transform the
insurance industry, offering more personalized and
efficient services (Stoeckli et al, 2018). For
example, usage-based insurance models, which
adjust premiums based on real-time customer
behavior data, are becoming increasingly popular.

05

Blockchain technology is also making inroads into
the insurance industry, particularly through smart
contracts. These self-executing contracts can
automate the claims process, reducing
administrative costs and speeding up payouts
(McKinsey & Company, 2017). Peer-to-peer (P2P)
insurance models, where individuals pool resources
to cover each other's risks, are another innovative
trend in InsurTech.

1.3 Regional Variations in FinTech

Development
1.3.1 North America

North America is a global leader in FinTech
innovation, particularly the United States. The
region's strong entrepreneurial culture,
well-developed financial markets, and access to
venture capital have created a fertile environment
for FinTech startups (Lee & Shin, 2018). Silicon
Valley, in particular, has emerged as a hub for
FinTech innovation, attracting talent and investment
worldwide.

The regulatory environment in the US is also
conducive to FinTech growth, with regulators taking
a generally supportive stance towards innovation.
The introduction of regulatory sandboxes, where
companies can test new products under relaxed
regulatory conditions, has further encouraged
experimentation (Ziegler et al., 2020). However, the
fragmented nature of financial regulation in the US
presents challenges for Finlech companies,
particularly those operating across state lines.

While smaller in scale, Canada has also seen
significant growth in FinTech, particularly in areas
like digital payments and Al-driven financial
services. The Canadian government has taken
steps to support FinTech innovation, including the
introduction of open banking regulations, which
allow consumers to share their financial data with
third-party providers (Ziegler et al., 2020).



1.3.2 Europe

Europe is another major center for FinTech
innovation, with a diverse and dynamic ecosystem.
The European Union (EU) has played a key role in
fostering FinTech growth through regulatory
initiatives such as the Revised Payment Services
Directive (PSD2), which promotes open banking
and competition (Zhang et al., 2021). PSD2
requires banks to open their payment services and
customer data to third-party providers, enabling a
new wave of FinTech startups to enter the market.

London, in particular, has emerged as a global
FinTech hub, attracting significant investment and
talent (Haddad & Hornuf, 2019). The city's strong
financial services sector and its concentration of
tech talent and supportive regulatory environment
have made it a magnet for Finfech companies.
However, the UK's departure from the EU (Brexit)
has introduced uncertainty, particularly regarding
passporting Rights, which allow financial services
companies to operate across the EU.

Other European countries, including Germany,
France, and the Netherlands, have also seen
significant Finlech growth, with each country
developing its niche within the broader ecosystem.
For example, Germany is known for its strong focus
on InsurTech and blockchain, while France has a
thriving digital payments sector (Haddad & Hornuf,
2019).

1.3.3 Asia-Pacific

The Asia-Pacific region is home to some of the
most dynamic FinTech markets in the world, led by
China and India. China, in particular, has emerged
as a global leader in digital payments and
e-commerce, with companies like Alipay and
WeChat Pay dominating the market (EY, 2019).
These platforms have become integral to daily life in
China, enabling everything from shopping and
transportation to investment and healthcare
services.
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driven by financial inclusion initiatives such as the
Aadhaar biometric identification system and the
government's push for a cashless economy (KPMG,
2019). The introduction of the Unified Payments
Interface (UPI), a real-time payment system that
allows users to link multiple bank accounts to a single
mobile app, has further accelerated the adoption of
digital payments in India.

Southeast Asia is also emerging as a FinTech
hotspot, with countries like Singapore, Indonesia, and
Malaysia leading the way. The region's large
unbanked population and high mobile penetration
rates present significant opportunities for FinTech
companies (KPMG, 2019). Singapore, in particular,
has positioned itself as a FinTech hub, attracting
startups and investors with its supportive regulatory
environment and strategic location.

1.3.4 Africa and the Middle East

Africa is one of the fastest-growing Finlech
markets, with mobile money services playing a
crucial role in increasing financial inclusion. In
countries like Kenya and Nigeria, mobile money
platforms such as M-Pesa have enabled millions of
people to access financial services for the first time,
significantly boosting economic activity (GSMA,
2019). The success of mobile money in Africa has
attracted global attention, with many companies and
governments looking to replicate the model in other
regions.

The Middle East is also witnessing significant
growth in FinTech, particularly in the area of Islamic
finance. Islamic FinTech, which aligns with the
region's cultural and religious preferences, is gaining
traction, offering Sharia-compliant financial products
and services (Frost & Sullivan, 2020). Countries like
the United Arab Emirates (UAE) and Saudi Arabia are
investing heavily in FinTech innovation, seeking to
diversify their economies and reduce reliance on oil
revenues.

1.4 Challenges and Opportunities
1.4.1 Regulatory Challenges

The rapid pace of FinTech innovation presents
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significant challenges for regulators, who must
balance the need to protect consumers and ensure
financial stability with the desire to foster innovation
(Zetzsche et al.,, 2018). The emergence of new
financial products and services, such as
cryptocurrencies and peer-to-peer lending, has
raised complex regulatory questions, particularly
regarding consumer  protection, anti-money
laundering (AML), and data privacy.

Cross-border regulatory harmonization is another
major challenge, as FinTech companies often operate
across multiple jurisdictions with varying regulatory
requirements (Financial et al.,, 2019). This lack of
regulatory consistency can create uncertainty and
increase compliance costs for Finfech companies,
particularly those with global ambitions.

To address these challenges, many regulators
have introduced regulatory sandboxes, which allow
Finfech companies to test new products and
services in a controlled environment before they are
fully licensed. These sandboxes provide valuable
insights for regulators, helping them understand new
technologies' risks and benefits and develop
appropriate regulatory frameworks (Zetzsche et al.,
2018).

1.4.2 Cybersecurity Risks

As financial services become increasingly digital,
the risk of cyberattacks and data breaches has risen,
posing a significant threat to the Finlech industry
(Kshetri, 2016). The sensitive nature of financial data
and the interconnectedness of digital financial
systems make FinTech companies attractive targets
for cybercriminals. High-profile data breaches and
cyberattacks have highlighted the importance of
robust cybersecurity measures to protect customer
data and maintain trust in digital financial services
(Gaietal., 2018).

Reliance on third-party service providers and
cloud computing adds further complexity to
cybersecurity strategies, increasing potential points
of vulnerability. FinTfech companies must implement
comprehensive cybersecurity frameworks that
address technological risks and human factors, such



as employee training and awareness (Gai et al.,
2018).

1.4.3 Financial Inclusion

One of the most significant opportunities
presented by Finlech is its potential to enhance
financial inclusion, particularly in developing and
emerging markets. By leveraging digital technology,
Finfech companies can offer affordable and
accessible financial services to underserved
populations, including those in remote and rural
areas (Sahay et al., 2020). Mobile money services,
digital wallets, and microfinance platforms are just a
few examples of how FinTech is helping to bridge the
financial inclusion gap.

However, the digital divide remains a significant
barrier to achieving universal financial inclusion. In
many regions, access to digital technology is limited,
particularly among low-income and marginalized
communities (World Bank, 2018). Additionally, a lack
of financial literacy and trust in digital financial
services can hinder the adoption of FinTech
solutions. Addressing these challenges requires a
concerted effort from governments, financial
institutions, and technology providers to ensure that
the benefits of FinTech are accessible to all.

1.5 Future Directions in FinTech Research

1.5.1 Emerging Technologies
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The FinTech landscape is constantly evolving, with
new technologies emerging that have the potential
to disrupt the industry further. Quantum computing,
for example, could revolutionize areas such as
cryptography, risk analysis, and trading by enabling
the processing of vast amounts of data at
unprecedented speeds (Tapscott & Tapscott, 2020).
Research on the impact of quantum computing on
the FinTech sector is still in its early stages, but it is
expected to be a major area of focus in the coming
years.

Decentralized finance (DeFi), which uses
blockchain technology to offer financial services
without intermediaries, is another emerging area of
interest. DeFi will likely expand into more mainstream
use as technology matures, particularly in emerging
markets  with  limited traditional  banking
infrastructure. Developing layer-2 solutions and
interoperability between blockchains may address
some scalability and transaction cost challenges,
making DeFi more accessible. DeFi can potentially
democratize access to financial services but also
presents significant risks, including volatility, lack of
regulation, and security vulnerabilities (Tapscott &
Tapscott, 2020). Future research will need to explore
the implications of DeFi for traditional financial
institutions and regulators, as well as the potential for
broader adoption.
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Al continues to be a major driver of innovation in
Finfech, with  applications ranging from
robo-advisors to fraud detection. However, using Al
in finance also raises important ethical questions,
including bias, transparency, and accountability
(Binns, 2018). As Al becomes more integrated into
financial services, research must address these
ethical concerns and explore ways to ensure that
Al-driven decisions are fair and transparent.

1.5.2 Sustainability and FinTech

The intersection of FinTech and sustainability is an
emerging area of research with significant potential
to drive positive social and environmental outcomes.
Green finance, which involves using financial
products and services to support environmental
sustainability, is a growing field within FinTech
(Gomber et al.,, 2017). FinTech can be crucial in
scaling green finance by efficiently allocating capital
to sustainable projects and facilitating transparency
and accountability in environmental, social, and
governance (ESG) investing.

The United Nations (UN) has recognized FinTech's
potential to contribute to the achievement of the
Sustainable Development Goals (SDGs), particularly
in areas such as financial inclusion, gender equality,
and climate action (UN, 2018). Future research
should explore Finlech's role in advancing these
goals and the challenges and opportunities
associated with integrating sustainability into the
FinTech industry.

2.FinTech in Developing Countries

The rapid advancement of financial technology
(FinTech) has revolutionized the financial services
industry, particularly in developing countries, where
traditional banking systems have often failed to meet
the population's needs. This literature review
examines the evolution, challenges, and potential of
FinTech in developing countries, providing a
comprehensive analysis of its impact on financial
inclusion, economic growth, and the obstacles to its
widespread adoption.

2.1 Definition and Scope of FinTech
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FinTech, derived from "financial technology," refers
to integrating technology into financial services to
improve  efficiency, accessibility, and user
experience. The scope of FinTech is vast,
encompassing innovations such as mobile
payments, blockchain, peer-to-peer lending,
crowdfunding, and robo-advisory services (Arner et
al., 2015). These technologies have disrupted
traditional financial institutions by offering more
accessible, efficient, and cost-effective alternatives.

In developing countries, where large portions of
the population remain unbanked or underbanked,
FinTech has emerged as a critical tool for expanding
access to financial services. For instance, the
adoption of mobile technology has enabled millions
of people to conduct financial transactions without
needing a traditional bank account (Gomber et al.,
2017). This democratization of financial services has
the potential to drive significant economic growth by
empowering individuals and businesses to
participate more fully in the economy.

However, the definition and scope of Finlech are
not static. As technology continues to evolve, so does
the range of services and products that fall under the
FinTech umbrella. This dynamic nature of Finlech
necessitates ongoing research and adaptation,
particularly in developing countries where the
financial landscape is rapidly changing.

2.2 The Role of FinTech
Inclusion

in Financial

Financial inclusion is a key driver of economic
development, and FinTech plays a pivotal role in
promoting it. In developing countries, where
traditional banking infrastructure is often inadequate
or non-existent, FinTech offers innovative solutions
that can bridge the gap between the unbanked
population and financial services (Demirglic-Kunt et
al., 2018).

One of the most successful examples of FinTech
driving financial inclusion is the mobile money
service M-Pesa in Kenya. Launched in 2007 by
Safaricom, M-Pesa allows users to deposit, withdraw,
and transfer money using a mobile phone. By 2019,



M-Pesa had over 37 million active users in Kenya and
expanded to several other African, Asian, and
European countries (Jack & Suri, 2011). The success
of M-Pesa demonstrates the potential of FinTech to
provide financial services to underserved
populations, particularly in regions where access to
traditional banking is limited.

Similarly, in India, digital payment platforms like
Paytm have transformed the way people conduct
transactions, especially in rural areas. Paytm's growth
has been fueled by the Indian government's push for
a cashless economy, particularly following the 2016
demonetization initiative, which aimed to curb the
circulation of black money (Ghosh, 2016). By
providing an easy-to-use platform for digital
transactions, Paytm has brought millions of Indians
into the formal financial system, thereby contributing
to greater financial inclusion.

Despite these successes, Finlech's role in financial
inclusion is not without challenges. Issues such as
digital literacy, cybersecurity, and data privacy remain
significant concerns, particularly in developing
countries where regulatory frameworks may be weak
or underdeveloped. Addressing these challenges will
be crucial to ensuring that FinTech's benefits are
accessible to all population segments.

2.3 Challenges Faced by FinTech in
Developing Countries

While FinTech is promising to improve financial
inclusion and economic growth in developing
countries, several challenges hinder its widespread
adoption. One of the most significant obstacles is the
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lack of digital infrastructure. Many developing
countries face issues such as low internet
penetration, unreliable electricity supply, and limited
access to smartphones, all of which are critical for the
effective use of FinTech services (Mothobi &
Grzybowski, 2017).

For instance, in Sub-Saharan Africa, only 29% of
the population had access to the internet in 2019,
compared to the global average of 53% (World Bank,
2020). This digital divide limits the reach of FinTech
solutions, particularly in rural areas where the need for
financial services is often the greatest. Moreover, the
high cost of smartphones and data services in many
developing countries further exacerbates the
challenge, making it difficult for low-income
populations to access FinTech services.

Regulatory challenges also pose significant hurdles
to the growth of Finlech in developing countries.
Many countries lack the regulatory frameworks to
support and oversee FinTech activities, leading to
uncertainty for consumers and providers (Zavolokina
et al.,, 2017). In some cases, existing regulations are
outdated and fail to address the unique challenges
and risks associated with FinTech, such as
cybersecurity threats and data privacy concerns.

Furthermore, the lack of financial literacy and trust
in digital financial services can also hinder the
adoption of FinTech in developing countries. In
regions where people traditionally rely on cash
transactions and informal financial services,
convincing them to adopt new, unfamiliar

technologies can be challenging. Building trust in
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FinTech services will require concerted efforts to
educate consumers and ensure that robust security
measures are in place to protect their data and
transactions.

2.4 Opportunities and Future Directions

Despite the challenges, Finlech presents
immense opportunities in developing countries. By
providing access to financial services for
underserved populations, Finlech can drive
economic growth, reduce poverty, and promote
greater financial stability (World Bank, 2017). One
key area where FinTech can make a significant
impact is in the financing of small and medium-sized
enterprises (SMEs).

SMEs are often the backbone of developing
economies, yet they frequently face significant
barriers to accessing finance. Traditional banks may
be reluctant to lend to SMEs due to the perceived
risks and the lack of collateral. FinTech companies,
however, are using innovative approaches such as
peer-to-peer lending and crowdfunding to provide
SMEs with the capital they need to grow (Mills &
McCarthy, 2014). By leveraging technology to
assess creditworthiness and streamline the lending
process, Finlech is helping to fill the financing gap
for SMEs in developing countries.

Another promising area of FinTech innovation is
blockchain technology. Blockchain has the potential
to revolutionize financial services by providing a
secure, transparent, and decentralized platform for
transactions. In developing countries, where issues
such as corruption, fraud, and inefficiency are
prevalent, blockchain could provide a solution by
ensuring the integrity and traceability of financial
transactions (Fanning & Centers, 2016).

Looking forward, the future of Finlech in
developing countries will depend on several factors.
Governments and regulators will need to create an
enabling environment that supports innovation while
protecting consumers. This will involve updating
regulatory frameworks to address the unique
challenges of FinTech, such as cybersecurity and
data privacy, and promoting digital literacy to ensure
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FinTech services (Donovan, 2012).

Furthermore, efforts to improve digital
infrastructure, particularly in rural and underserved
areas, will be critical to expanding FinTech's reach.
Public-private partnerships could play a key role in
addressing these infrastructure challenges, with
governments and private companies working
together to build the necessary digital ecosystems.

3. Somalia's Financial Landscape

Somalia's financial landscape is complex and
evolving, influenced by decades of civil unrest,
economic challenges, and the growing influence of
Islamic finance and mobile money services. This
literature review examines the current state of
Somalia's financial sector, exploring its historical
development, the rise of Islamic banking, the role of
mobile money, the government's taxation plans, and
the ongoing challenges faced by the sector.

3.1 Historical Development of Somalia's
Financial Sector

The financial sector in Somalia has undergone
significant transformations over the past century.
According to Maimbo (2006), Somalia's banking
system has its roots in the colonial era, where ltalian
and British influences established rudimentary
banking institutions. The post-independence period
saw the nationalization of banks under the socialist
government, which led to the establishment of
state-controlled financial institutions (Maimbo,
2006). However, the collapse of the central
government in 1991 led to the disintegration of
formal banking systems, resulting in the proliferation
of informal financial services (El
Taraboulsi-McCarthy & Silva, 2019). The financial
sector's recovery has been slow, with significant
challenges in re-establishing a formal banking

system that can cater to the needs of the population.

3.2 The Rise of Islamic Banking in Somalia

Islamic banking has emerged as a dominant force
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in Somalia's financial landscape, driven by the
country's strong adherence to Islamic principles.
Hassan and Kayed (2016) reported that the demand
for Sharia-compliant financial products has
increased significantly, particularly in the absence of
a stable and trustworthy conventional banking
system. Islamic banks in Somalia, such as Salaam
Somali Bank and Premier Bank, have been pivotal in
providing financial services that align with Islamic
law (Hassan & Kayed, 2016). The success of Islamic
banking in Somalia is attributed to its ability to build
trust among the population, who view these
institutions as more aligned with their religious and
cultural values (Mohamed & Ali, 2020). However, the
sector faces challenges such as limited product
diversity, a lack of skilled personnel, and regulatory
constraints (Mohamed & Ali, 2020).

3.3 Mobile Money, Financial Inclusion, and
Government Taxation Plans

Mobile money has revolutionized the financial
landscape in Somalia, offering a viable alternative to
traditional banking in a country with limited
infrastructure. According to the World Bank (2020),
Somalia is one of the leading countries in mobile
money adoption, with over 70% of the population
using mobile money services. The introduction of
services such as Hormuud's EVCPlus has
significantly ~ enhanced  financial  inclusion,
particularly in rural and unbanked communities
(World Bank, 2020). Mobile money has facilitated
everyday transactions, including remittances, bill
payments, and even small-scale savings, thereby
playing a crucial role in the country’s economic
stability (Jack & Suri, 2011).

In response to the growing importance of mobile
money, the Somali government has announced
plans to tax merchant accounts and mobile money
transactions through financial technology platforms.
This move is seen as a step towards formalizing and
expanding the country’s tax base, though it has
sparked concerns about its potential impact on
financial inclusion and economic activity (Mohamed
& Mohamoud, 2021). While the government aims to
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increase revenue, there are apprehensions that such
taxes could discourage the use of mobile money
services, particularly among small merchants and
low-income users.

3.4 Challenges in Somalia's Financial Sector

The financial sector in Somalia continues to
grapple with a myriad of challenges that hinder its
development and growth. One of the most
significant challenges is the lack of a robust
regulatory framework that can oversee and guide
the financial sector (El et alva, 2019). The absence of
effective monetary policy and regulatory oversight
has led to money laundering, counterfeit currency
circulation, and the unregulated growth of financial
institutions (Maimbo, 2006). The country's ongoing
insecurity and political instability also pose
significant risks to the financial sector's growth and
sustainability (Mohamed & Ali, 2020). The limited
availability of skilled labor, particularly in the areas of
Islamic finance and banking, further exacerbates the
challenges faced by the sector.

4. Regulatory and Technological
Environment

The regulatory and technological environments
are crucial in shaping the development of industries
and innovation in any country. In Somalia, these
environments are particularly complex due to the
country's unique socio-political landscape, ongoing
efforts to rebuild governance structures, and the
rapid adoption of technology in various sectors,
particularly in financial services. This literature
review examines the regulatory and technological
environment in Somalia, focusing on the interplay
between regulations and technological
advancements, the challenges posed by the
fast-paced technological change, and the evolving
role of regulators in this context.

4.1 Regulatory Environment and Its
Impact on Technology in Somalia

The regulatory environment in Somalia is still in a
formative stage, with many sectors operating in a
somewhat unregulated or under-regulated
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environment. The lack of a robust regulatory
framework has had mixed impacts on technological
innovation. On one hand, the absence of stringent
regulations has allowed for rapid innovation and
growth in sectors like telecommunications and
mobile money services. For example, Hormuud
Telecom's EVCPlus service has flourished in a
regulatory vacuum, providing financial inclusion to
millions of Somalis who previously lacked access to
formal banking services (Maalim, 2022).

However, this lack of regulation also poses
significant risks. According to Abdullahi and
Mohamed (2018), the unregulated nature of mobile
money services in Somalia has led to concerns
about consumer protection, money laundering, and
the overall stability of the financial system. Somalia's
challenge is developing a regulatory framework that
supports innovation while mitigating these risks. The
experience of other countries suggests that a
balanced approach to regulation can stimulate
technological innovation while ensuring that the
associated risks are adequately managed (Abdullahi
& Mohamed, 2018).

4.2 Challenges of Rapid Technological
Advancements in Somalia

Somalia has seen rapid technological adoption,
particularly in the telecommunications and financial
technology (FinTech) sectors. The swift pace of
technological change presents unique challenges
for regulators in Somalia. One of the primary
challenges is regulatory lag, where the development
of regulations fails to keep pace with technological
advancements. This regulatory lag is particularly
evident in the FinTech sector, where services like
mobile money have outpaced the government's
ability to establish effective regulatory oversight
(Isse, 2021).

Moreover, the lack of technical expertise within
regulatory bodies exacerbates this challenge.
Ahmed (2019) noted that Somali regulators often
lack the necessary skills and resources to effectively
regulate emerging technologies, leading to a reliance
on outdated or insufficient regulatory frameworks.



This situation creates uncertainty for businesses and
consumers, potentially hindering the broader
adoption of innovative technologies (Ahmed, 2019).

4.3 Evolving Role of Regulators in Somalia

The role of regulators in Somalia is gradually
evolving as the government seeks to establish a more
robust regulatory framework. The Somali government
has recognized the need to balance promoting
innovation with protecting consumers and the
financial system. Recent efforts to tax merchant
accounts and mobile money transactions indicate a
move towards greater regulatory oversight in the
FinTech sector (Muktar, 2024).

However, these efforts are still in their infancy, and
much work remains to be done. The concept of "smart
regulation," which involves the use of flexible and
adaptive regulatory approaches, has been suggested
as a potential model for Somalia. For example,
adopting regulatory sandboxes, as seen in other
countries, could allow Somali regulators to oversee
new technologies while allowing for experimentation
and innovation (Farah, 2023). This approach could be
particularly beneficial in sectors like FinTech, where
rapid innovation needs to be balanced with the need
for consumer protection and financial stability.

5. The Role of Fintech in Economic Growth

The rapid development of financial technology
(Fintech) has profoundly impacted various sectors of
the global economy, including emerging markets such
as Somalia. Fintech is integrating technology into
offerings by financial services companies to improve
their use and delivery to consumers. This literature
review explores the existing body of knowledge on
the role of Fintech in promoting economic growth,
with a particular focus on Somalia. The review covers
Fintech’'s contributions to financial inclusion,
efficiency, innovation, and economic development
within the Somali context.

5.1 Financial Inclusion and Economic
Growth

Fintech plays a significant role in enhancing
financial inclusion, which is a key driver of economic
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growth. Sahay et al. (2020) state that Fintech
innovations, particularly in mobile banking and digital
payments, have expanded access to financial
services for underserved populations in developing
countries. This inclusion facilitates small and medium
enterprises (SMEs) in gaining access to credit, which,
in turn, fosters entrepreneurship and economic
dynamism (Beck et al., 2007). The World Bank
(2020) reports that increased access to financial
services through Fintech has reduced poverty and
inequality, promoting more balanced economic
growth.

Fintech has played a critical role in enhancing
financial inclusion in Somalia, a country where
traditional banking infrastructure is underdeveloped
due to prolonged conflict and instability. According to
Abdullahi  (2021), mobile money services like
Hormuud Telecom's EVC Plus have revolutionized
financial transactions in Somalia, allowing individuals
and businesses to access financial services without
formal banking. This inclusion has been vital for
economic growth, as it enables small and medium
enterprises (SMEs) to conduct transactions, save
money, and access credit, thereby fostering
entrepreneurship and economic dynamism.

The Somali context demonstrates that Fintech can
effectively bridge the gap between formal financial
services and underserved populations. EImi and
Osman (2019) noted that mobile money services
have become the backbone of the Somali economy,
facilitating everything from daily transactions to
remittances, a significant income source for many
Somali households. The World Bank (2020)
highlights that increased access to financial services
through Fintech has contributed to reducing poverty
and inequality in Somalia, promoting more balanced
economic growth in a country that has historically
faced economic challenges.

5.2 Efficiency and Cost Reduction

Fintech innovations have significantly increased
the efficiency of financial transactions, contributing to
overall economic growth. Philippon (2016) notes that
technological advancements in financial services
have reduced transaction costs, increased
processing speeds, and improved the accuracy of
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financial transactions. These efficiencies have led to
lower costs for businesses and consumers, thereby
enhancing economic productivity. Furthermore,
Puschmann (2017) argues that Fintech has
streamlined the operations of financial institutions,
enabling them to offer more competitive services,
which spurs economic activity by encouraging
investment and consumption.

Fintech innovations in Somalia have significantly
increased the efficiency of financial transactions,
contributing to overall economic growth. Mohamed
and Hassan (2020) report that mobile money
platforms have reduced the need for cash
transactions, which are often risky and cumbersome
in Somalia. The shift towards digital payments has
lowered transaction costs, increased processing
speeds, and improved the accuracy of financial
transactions, particularly in urban areas where
Fintech adoption is higher.

The efficiencies brought about by Fintech have
also lowered operational costs for businesses. As
noted by Abdisalan (2022), the adoption of EVC
Plus has enabled firms in Somalia to improve their
sales performance by enhancing customer payment
convenience and accessibility. This has led to
increased economic activity as businesses are able
to operate more efficiently and tap into new markets,
further driving economic growth.

5.3 Innovation and Economic
Development

Fintech is a catalyst for innovation, driving
economic development through the creation of new
financial products and services. According to Arner,
Barberis, and Buckley (2017), the continuous
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evolution of Fintech has led to the development of
innovative financial solutions, such as peer-to-peer
lending, crowdfunding, and blockchain technology.
These innovations provide new avenues for
investment and funding and stimulate economic
growth by fostering a competitive financial
landscape. Lee and Shin (2018) highlight that
Fintech innovations have led to the emergence of
new business models, particularly in the sharing
economy, which further contributes to economic
development by creating new markets and
opportunities.

5.4 Impact on Firm Performance

Fintech has also been shown to directly impact
firm performance, particularly in sales and market
reach. Abdisalan (2022) investigates the effects of
EVC Plus, a mobile money platform in Somalia, on
firms' sales performance. The study found that the
adoption of EVC Plus significantly increased sales
by enhancing payment convenience and
accessibility for customers. This suggests that
Fintech solutions support macroeconomic growth
and provide tangible benefits to individual
businesses by improving their operational efficiency
and expanding their customer base.

Fintech has been a catalyst for innovation in
Somalia, driving economic development through the
creation of new financial products and services
tailored to the local context. According to Ali and
Abdi (2020), the continuous evolution of Fintech in
Somalia has led to the development of innovative
solutions such as micro-lending platforms, which
cater to the needs of SMEs and informal businesses
that lack access to traditional banking services.




Furthermore, as explored by Warsame (2021),
integrating blockchain technology in remittance
services has significantly improved the transparency
and security of cross-border financial transactions.
Remittances play a crucial role in the Somali
economy, and using Fintech to enhance these
transactions has positively impacted economic
development by ensuring that funds sent from
abroad reach their intended recipients more
efficiently and securely.

5.5 Regulatory Challenges and Economic
Impact

While Fintech offers numerous benefits for
economic growth, it also presents significant
regulatory challenges that can impact its
effectiveness. Zetzsche, Buckley, Arner, and Barberis
(2017) emphasize that the rapid pace of Fintech
innovation often outstrips existing regulatory
frameworks, leading to potential risks for financial
stability. These risks include cybersecurity, data
privacy, and systemic risks. The authors argue that to
harness the economic potential of Fintech fully, it is
crucial to develop adaptive regulatory frameworks
that balance innovation with consumer protection
and financial stability.

While Fintech offers numerous benefits for
economic growth, Somalia faces unique regulatory
challenges that could impact the effectiveness of
these innovations. As highlighted by Yusuf and
Ahmed (2021), the regulatory environment in
Somalia is still in its infancy, with limited capacity to
oversee and manage the rapid growth of Fintech.
This lack of robust regulatory frameworks presents
risks related to cybersecurity, data privacy, and
systemic financial instability.

Moreover, the Somali government's recent plans to
tax mobile money transactions, as discussed by
Farah (2023), could have both positive and negative
impacts on the economy. On the one hand, it could
provide much-needed revenue for the government.
However, it may discourage mobile money services,
potentially slowing down the progress made in
financial inclusion and economic growth.

5.6 Case Studies and Empirical Evidence
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Empirical studies have demonstrated the positive
impact of Fintech on economic growth in various
regions. For instance, Mazer and Rowan (2016)
provide evidence from Kenya, where the mobile
payment platform M-Pesa has significantly
contributed to economic growth by enabling secure
and efficient financial transactions for millions of
users. Similarly, Hinson, Lensink, and Mueller (2019)
highlight the role of Fintech in driving financial
inclusion and economic growth in sub-Saharan
Africa, where traditional banking infrastructure is
often lacking. These case studies underscore the
potential of Fintech to stimulate economic growth,
particularly in emerging markets.

Empirical studies have demonstrated the
significant impact of Fintech on economic growth in
Somalia. For instance, a study by Abdi (2022) on the
role of mobile money in enhancing financial resilience
among Somali households found that the
widespread use of mobile money has reduced
households' vulnerability to economic shocks,
thereby contributing to overall economic stability.

Another study by Hussein and Mohamed (2021)
on adopting digital financial services in rural Somalia
revealed that Fintech has played a critical role in
empowering women entrepreneurs. Thanks to
improved access to credit and financial services,
these women have enabled to start and expand
businesses. These case studies underscore the
potential of Fintech to drive inclusive economic
growth in Somalia, particularly in underserved and
marginalized communities.

6.Lessons from Literature

Rapid innovation, diverse regional developments,
and significant challenges characterize the global
FinTech landscape. As FinTech continues to evolve, it
will play a critical role in shaping the future of financial
services. Ongoing research is essential to
understanding these trends' long-term implications
and guiding policymakers, industry leaders, and
consumers in navigating the opportunities and risks
associated with FinTech. The transformative potential
of FinTech, particularly in developing countries, offers
promising avenues for promoting financial inclusion,
empowering small and medium enterprises (SMEs),
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and driving economic growth. However, achieving
this potential will require overcoming significant
challenges, including infrastructure deficiencies,
regulatory hurdles, and digital literacy and trust
issues. The literature indicates that a multi-faceted
approach involving collaboration between
governments, regulators, private sector entities, and
civil society will be crucial in addressing these
challenges and ensuring that the benefits of FinTech
are widely shared.

In developing countries, the digital transformation
of financial services is poised to play a central role in
shaping future financial landscapes. Finlech is
expected to be at the forefront of these
transformations, and continued research and
dialogue are needed to understand the sector's
evolving dynamics better. This understanding will be
essential in formulating strategies that harness
FinTech's potential for sustainable development while
mitigating associated risks.

Somalia's financial landscape presents a unique
mix of challenges and opportunities. The rise of
Islamic banking, the widespread use of mobile money
platforms, and the government's introduction of new
taxation plans are critical developments that have
opened new pathways for financial inclusion and
economic stability. However, the sector's growth is
constrained by the absence of a robust regulatory
framework, political instability, and a shortage of
skilled human capital. Addressing these challenges
requires concerted efforts from both domestic
stakeholders and the international community to
foster a resilient and inclusive financial sector capable
of supporting Somalia's long-term economic
development.

The complex interplay between rapid technological
adoption and an evolving regulatory landscape
shapes Somalia's regulatory and technological
environment. The absence of stringent regulations
has allowed significant innovation, especially in the
telecommunications and FinTech sectors. However,
this regulatory leniency has also introduced risks that
require  more comprehensive oversight. The
challenges posed by regulatory lag and the limited
technical expertise within regulatory bodies
underscore the need for Somalia to adopt flexible and
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adaptive regulatory frameworks.

The literature reviewed underscores the pivotal role
of FinTech in driving economic growth in Somalia,
primarily through enhanced financial inclusion,
improved efficiency, and the stimulation of
innovation. FinTech solutions like EVC Plus exemplify
how technological advancements can positively
impact business performance by expanding market
reach and boosting sales. In Somalia, FinTech is
closing the gap between formal financial services and
underserved populations, contributing to economic
growth even in challenging environments.
Nevertheless, the rapid pace of FinTech development
presents regulatory challenges that must be
addressed to ensure sustainable growth. As FinlTech
continues to advance in Somalia, further research is
necessary to understand its long-term impact on
economic development better and to guide the
formulation of policies that maximize its benefits
while mitigating potential risks.

7.Data Analysis

This analysis presents critical insights into the
trends, patterns, and preferences associated with
adopting and utilizing Financial Technology (FinTech)
services in  Somalia. This study utilized a
mixed-method approach, combining quantitative
survey data with qualitative analysis to
comprehensively understand FinTech usage in
Somalia. Data was collected from 516 respondents,
focusing on user demographics, educational
background, occupational status, familiarity with
FinTech services, and satisfaction levels. The survey
data was complemented by analyzing secondary
sources on the regulatory environment, mobile money
platforms, and broader FinTech trends. The survey
data, covering a broad range of demographic,
educational, and occupational variables, reveals key
characteristics of Finlech users, usage patterns, and
challenges faced within the sector. These findings
offer a comprehensive understanding of the current
Finfech landscape in Somalia and serve as a
foundation for exploring opportunities and
addressing existing challenges.

The demographic data collected in the survey
reveals a predominant trend in the age and gender



distribution of FinTech users in Somalia. Most users
are young adults, with 85% of respondents between
18 and 34. Specifically, 37% of users are aged 18-24,
while 48% are in the 25-34 age bracket. This
overwhelming presence of younger users suggests
that the FinTech sector in Somalia is primarily driven
by a youthful, tech-savvy population, which may be
more open to adopting digital solutions for financial
transactions. The prevalence of this age group
reflects broader global trends in which younger
generations are typically early adopters of technology
and digital platforms.

The survey data also exposes a notable gender
disparity according to data, with male users
accounting for 82% of the sample compared to only
18% of female respondents. This stark difference
highlights a potential gap in women’'s adoption of
FinTech services in Somalia. Gender disparities in
technology adoption have been widely documented
in other contexts, often linked to socio-cultural
factors, lower access to technology, or financial
constraints that disproportionately affect women. This
gender gap suggests that there is significant room for
increasing female participation in the FinTech space,
and future research could explore the underlying
causes of this disparity and identify potential solutions
for bridging the gap. Targeted interventions to improve
access to and awareness of FinTech services among
women could be crucial in fostering a more inclusive
financial ecosystem.
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FinTech users in Somalia are young and highly
educated, with educational attainment levels
significantly above national averages. The survey
reveals that 54.5% of respondents hold a bachelor's
degree, while 32.6% possess a master's degree,
bringing the total percentage of respondents with
higher education qualifications to 87.1%. This finding
suggests a strong correlation between educational
attainment and the adoption of Finlech services.
Highly educated individuals are likely to have greater
exposure to and comfort with technology, which may
translate into higher adoption rates and usage of
digital financial services.

The occupational status of respondents further
reinforces this correlation, with 41.3% of users being
employed full-time, 30% being students, and 12.8%
being self-employed. These figures indicate that
FinTech services are being utilized by a broad
spectrum of individuals, including working
professionals and those in academia. A substantial
percentage of student users suggest that FinTech
plays a significant role in facilitating financial
transactions for individuals who may not yet have
access to traditional banking services or who prefer
the convenience and accessibility of digital platforms.
This broad appeal across different segments of the
population underscores the versatility of FinTech
services in meeting the needs of diverse user groups.

The survey data indicates a high level of familiarity
with FinTech services among respondents, with nearly




70% of users reporting that they are either familiar
(42.6%) or very familiar (26.4%) with these services.
This widespread familiarity is a promising sign for the
future growth and development of the Fintech sector
in Somalia, as awareness and understanding are key
drivers of adoption. Familiarity with technology is
often linked to higher usage rates, and the high levels
of awareness among Somali users likely contribute to
the impressive adoption rates observed in the survey.

Indeed, 94% of respondents reported currently
using FinTech services, with only 6% indicating that
they do not. The most popular FinTech services
include mobile money platforms, with 85.5% of users
utilizing services. These platforms dominate the
Finfech landscape in Somalia, reflecting the
country's unique financial needs and the limitations
of traditional banking infrastructure. The widespread
use of mobile money can be attributed to its
accessibility, particularly in rural areas where access
to formal banking services may be limited. Other
FinTech services, such as online banking (41.2%) and
digital wallets (34.8%), are also gaining traction,
though to a lesser extent than mobile money
platforms. These trends suggest that while traditional
banking services maintain a presence, mobile money
remains the dominant form of financial technology,
likely due to its convenience and alignment with the
local context.

The data on usage frequency provides further
evidence of the integral role that FinlTech services
play in the daily lives of many Somali users. A
substantial 76% of respondents reported using
FinTech services on a daily basis, while an additional
15% use these services monthly. Weekly usage
accounts for 6% of respondents, with only 3% using
FinTech services rarely. These figures highlight the
regularity with which FinTech is integrated into
everyday financial activities, underscoring its
importance in facilitating transactions for a broad
population segment.

The primary motivations for using FinTech
services, as reported by respondents, include fast
transactions (54.2%), accessibility (51.6%), lower
transaction costs (41.8%), and security (38.5%).
These factors point to the clear value proposition
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FinTech services offer users in Somalia. In a context
where traditional banking infrastructure is often
inaccessible or unreliable, the speed and
convenience of mobile money and other digital
financial services make them an attractive
alternative. Additionally, the lower transaction costs
associated with FinTech platforms compared to
traditional banking may be a significant driver of
adoption, particularly for users engaged in frequent
transactions. The perceived security of Finlech
services is also noteworthy, as concerns about fraud
and theft in Somalia's financial system have
historically posed barriers to trust in formal financial
institutions.

Despite the high adoption and satisfaction levels
with FinTech services, the survey data reveals several
significant challenges that could hinder the sector's
continued growth. The most commonly cited issues
include a lack of customer support (38.3%), internet
connectivity problems (33.5%), and the limited
availability of services (26.7%). These challenges
reflect broader infrastructural and operational
barriers within the Somali context. The lack of reliable
customer support could undermine user confidence
in FinTech services, particularly when technical or
transactional issues arise. Similarly, internet
connectivity problems may disproportionately affect
rural users or those in areas with less developed
telecommunications infrastructure, limiting their
ability to access and fully utilize FinTech services.

Other challenges identified by respondents
include high transaction fees (15.7%) and regulatory
issues (8.7%). While not cited by most respondents,
high transaction fees could still pose a barrier to
broader adoption, particularly for low-income users
who are more sensitive to cost increases. Regulatory
challenges, though less commonly mentioned, are
also significant. The absence of clear regulatory
frameworks for FinTech services in Somalia could
create uncertainty for both users and service
providers, potentially stifling innovation and
investment in the sector. Addressing these regulatory
issues will be critical in ensuring the continued
growth and sustainability of FinTech in Somalia.

Overall satisfaction with FinTech services is



relatively high, with 58% of respondents expressing
satisfaction, 38% satisfied, and 20% very satisfied.
However, 20% of respondents reported
dissatisfaction, with 10% being very dissatisfied and
another 10% dissatisfied. Additionally, 22% of
respondents remained neutral. This mixed feedback
indicates that while most users are content with the
services provided, areas still need improvement.
Respondents identified several key areas for
development, including improved security (56.3%),
better customer support (40.2%), and the
diversification of services (31.1%). The emphasis on
security reflects ongoing concerns about the safety
of financial transactions in a country that has faced
significant challenges with fraud and corruption.
Strengthening security measures and increasing
transparency in financial transactions could help
alleviate these concerns and boost user confidence.
Enhancing customer support is also crucial,
particularly given the technical nature of FinTech
services and the need for timely assistance when
issues arise. Finally, diversifying the range of services
offered by FinTech providers could help meet the
evolving needs of users and foster greater adoption
among currently underserved segments of the
population.

Despite the challenges identified, respondents
have strong optimism regarding the future of FinTech
in Somalia. A significant 65.5% of users anticipate
substantial growth in the sector over the next five
years, while 25.4% expect moderate growth. This
positive outlook is likely driven by the perceived
potential in key areas such as mobile money (71.6%),
e-commerce (57.3%), and financial education
(33.3%). Mobile money, in particular, is widely
recognized as having the highest potential for further
development, given its dominant role in the current
financial landscape. Additionally, emerging interest in
digital lending (25.3%) and blockchain technologies
(19.3%) suggests room for further innovation and
diversification within the sector.

The survey data provides a comprehensive
overview of FinTech adoption and usage in Somalia.
The findings underscore the significant role that
FinTech services play in the lives of young, educated,
and tech-savvy users, particularly in the context of
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limited traditional banking infrastructure. While the
sector has experienced impressive growth,
challenges related to customer support, internet
connectivity, and regulatory frameworks must be
addressed to ensure its continued development.
Moreover, increasing female participation in FinTech
services and diversifying the services offered could
further enhance the sector's inclusivity and
sustainability. Looking ahead, there is widespread
optimism about the future of FinTech in Somalia, with
mobile money, e-commerce, and financial education
identified as key areas of potential growth. Through
continued engagement, research, and dialogue, the
FinTfech sector in Somalia can potentially play a
transformative role in fostering financial inclusion and
driving economic development in the country.

8.Discussion

The adoption and utilization of financial
technology (FinTech) in Somalia presents a dynamic
picture of a rapidly evolving sector driven by the
country's unique socioeconomic and technological
context. The data analysis shows that FinTech
services, particularly mobile money platforms, have
become integral to the financial lives of many
Somalis, particularly the younger, educated
population. The insights gathered from the survey
highlight several key trends, challenges, and
opportunities that shape the current FinTech

landscape in Somalia while also offering a
forward-looking  perspective on its future
development.

One of the most striking findings from the survey
data is the overwhelming presence of young adults
among FinTech users. With 85% of respondents
falling between the ages of 18 and 34, it is clear that
a tech-savvy youth demographic largely drives the
FinTfech sector in Somalia. This reflects broader
global trends, where younger generations tend to be
early adopters of digital technologies and more
comfortable with online and mobile-based solutions.
The fact that Somalia's FinTech space mirrors this
global pattern is a testament to the country's
adaptability, particularly in the face of challenges
related to the limited reach of traditional banking
infrastructure.
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Somalia's demographic structure, where over 75%
of the population is under 35, offers both an
opportunity and a challenge for the growth of
FinTech. On the one hand, the youth-dominated
market represents a fertile ground for the expansion
of digital financial services, as young people are more
likely to embrace new technologies. On the other
hand, the lack of financial literacy among some
segments of the population, particularly in rural areas
and among older individuals, could create barriers to
wider adoption. This suggests that while the current
user base is enthusiastic, there is a need for targeted
efforts to engage other demographic groups,
particularly women, older adults, and rural residents,
to ensure that the benefits of FinTech are more
equitably distributed.

The gender disparity revealed in the survey, with
male users accounting for 82% of respondents and
only 18% being female, raises important questions
about inclusivity within the Finlech sector. The
underrepresentation of women highlights a critical
gap that must be addressed if FinTech is to fulfill its
promise of financial inclusion. Gender gaps in access
to technology and financial services are not unique to
Somalia, as similar trends have been observed in
other developing countries. However, this disparity is
particularly concerning in a country where women
are central to economic activities, especially in rural
areas where traditional banking services are scarce.

Addressing this gender gap will require concerted
efforts from both FinTech service providers and
policymakers. Initiatives that promote digital literacy
among women provide affordable access to mobile
devices and create financial products tailored to the
needs of women, which could help bridge this divide.
Additionally, community-based interventions and
awareness campaigns must acknowledge and
address cultural factors that may discourage women
from engaging with technology or financial services.
Only by actively engaging women in the digital
economy can Somalia's FinTech sector achieve its full
potential in promoting financial inclusion and
empowerment for all population segments.

A notable correlation between educational
attainment and the adoption of FinTech services was
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observed in the survey data. With 871% of
respondents holding higher education qualifications,
the more educated population is more likely to
embrace FinTech services. This is likely because
higher education often comes with increased
exposure to technology, financial literacy, and a
greater awareness of the benefits of digital financial
tools. The occupational profile of FinTech users,
including a significant proportion of full-time
workers, students, and self-employed individuals,
further reinforces the notion that FinTech is most
appealing to those already engaged in economic
activities that require regular financial transactions.

However, this trend also suggests that FinTech
adoption in Somalia may be less widespread among
less-educated individuals, rural populations, or those
engaged in informal labor markets. To ensure
FinTech's benefits reach all Somalis, efforts must be
made to extend financial education programs and
digital literacy training to underserved communities.
By equipping a broader segment of the population
with the knowledge and skills needed to engage with
FinTech, service providers can help foster a more
inclusive digital financial ecosystem.

Despite FinTech's promising growth in Somalia, the
sector faces several challenges that could impede its
continued development. The survey data identifies
three major obstacles: inadequate customer support,
internet connectivity issues, and the limited
availability of certain services. These challenges
reflect broader infrastructural weaknesses within the
country, including unreliable telecommunications
networks and insufficient investment in customer
service platforms by FinTech providers.

Internet connectivity remains a particularly
pressing issue, especially in rural areas with limited
access to reliable internet services. This digital divide
can potentially exacerbate existing inequalities in
financial inclusion, as rural populations are often the
ones most in need of accessible financial services.
Improving internet infrastructure and expanding
access to affordable mobile data are crucial steps in
ensuring FinTech can reach all Somalis, regardless of
their geographic location.



In addition to infrastructure-related challenges,
respondents also cited high transaction fees and
regulatory uncertainty as barriers to wider adoption.
While mobile money platforms have gained
popularity due to their convenience and accessibility,
the perception of high fees could discourage
lower-income users from fully engaging with these
services. Furthermore, the lack of a clear regulatory
framework for FinTech in Somalia creates uncertainty
for consumers and service providers, potentially
stifing innovation and investment. Policymakers
must prioritize creating a stable and supportive
regulatory environment that fosters innovation while
protecting consumers from fraud and exploitation.

Despite the challenges, there is widespread
optimism about the future of FinTech in Somalia. Most
respondents (65.5%) expect the sector to experience
substantial growth in the coming years, driven by key
areas such as mobile money, e-commerce, and
financial education. Mobile money platforms, in
particular, are expected to continue playing a
dominant role in the financial ecosystem, given their
accessibility and alignment with the needs of the
Somali population.

The growing interest in digital lending and
blockchain technologies also suggests room for
further innovation and diversification within the
sector. As FinTech evolves, new products and
services that address the specific needs of different
user groups, such as micro-lending for small
businesses or blockchain-based solutions for secure
transactions, could help drive further adoption.

Finally, the FinTech sector in Somalia is at a pivotal
moment in its development. The youth-driven, highly
educated, and tech-savvy user base represents a
solid foundation for future growth. However,
challenges related to gender disparity, internet
access, and regulatory uncertainty must be
addressed to ensure that the sector can reach its full
potential. By expanding access to digital financial
services, fostering greater inclusion, and promoting
innovation, Somalia's FinTech sector has the potential
to play a transformative role in driving financial
inclusion, economic development, and social
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empowerment in the years to come. Through
continued collaboration between stakeholders,
including service providers, policymakers, and users,
the future of FinTech in Somalia looks bright, with
opportunities for growth, innovation, and inclusivity.

9. Conclusion

The adoption and utilization of financial technology
(FinTech) in Somalia presents a dynamic picture of a
rapidly evolving sector driven by the country's unique
socioeconomic and technological context. The data
analysis shows that FinTech services, particularly
mobile money platforms, have become integral to the
financial lives of many Somalis, particularly the
younger, educated population. The insights gathered
from the survey highlight several key trends,
challenges, and opportunities that shape the current
FinTfech landscape in Somalia while offering a
forward-looking  perspective on its future
development. The primary objective of this research
was to analyze the adoption and utilization of
financial technology (FinTech) in Somalia, mainly
focusing on the sector's current trends, challenges,
and future potential. By collecting and analyzing data
from key demographics in Somalia, this study aimed
to provide a comprehensive understanding of the
factors driving FinTech usage and the obstacles
hindering its widespread adoption.

The adoption and utilization of financial technology
(FinTech) in Somalia presents a dynamic picture of a
rapidly evolving sector driven by the country's unique
socioeconomic and technological context. FinTech
services, particularly mobile money platforms, have
become integral to the financial lives of many
Somalis, particularly the younger, educated
population. Survey data highlights key trends, such
as the overwhelming presence of young adults in
FinTech usage (85% aged between 18 and 34) and a
high correlation between educational attainment and
FinTech adoption, where 87.1% of users have higher
education qualifications. However, challenges such
as gender disparity (with only 18% of female users,
according to the sample), internet connectivity
issues, and regulatory uncertainty present obstacles
to the sector's continued growth. These findings offer
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valuable insights into the strengths and weaknesses
of Somalia's FinTech ecosystem and provide a
foundation for future development.

The findings of this research carry significant
implications for the development of Somalia’s FinTech
sector. The dominance of mobile money platforms
highlights their role in filling the gap left by the limited
reach of traditional banking services, particularly in a
country with a large unbanked population. FinTech
has the potential to bridge financial access for rural
and underserved communities, but this will require
targeted efforts to address the digital divide and
promote digital literacy, especially among women,
older adults, and rural populations. Additionally, the
correlation between higher education and FinTech
adoption suggests that financial literacy and
technology exposure are pivotal in enabling
individuals to engage with digital financial services.
This emphasizes the need for initiatives to promote
financial education among less educated and rural
populations. Policymakers and Finlech service
providers must address gender disparity and improve
internet infrastructure, which are critical factors in
ensuring inclusive growth. The underrepresentation
of women in FinTech use also points to the need for
culturally sensitive interventions and products
tailored to women's needs to ensure they can
participate equally in the digital economy.

Several limitations should be considered when
interpreting the findings of this study. Firstly, the
survey data may have inherent biases due to the data
collection method, which predominantly relied on
online platforms. This may have resulted in an
overrepresentation of younger, more tech-savvy
individuals, while older generations and those in rural
areas may be underrepresented. Additionally, while
this study provides valuable insights into FinTech
adoption in Somalia, it focuses primarily on mobile
money platforms, and other FinTech sectors like
digital lending, Insurtech, or blockchain-based
solutions were not extensively explored. Another
limitation is the lack of comprehensive financial and
technological data due to the informal nature of
Somalia's economy and the nascent regulatory
frameworks governing the FinTech sector. This
constrains the ability to provide a more detailed
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analysis of the broader financial ecosystem.

Future research should address this study's
limitations by expanding the scope to include more
diverse  demographic  groups, mainly rural
populations and older individuals with different
attitudes toward FinTech. Additionally, a more detailed
analysis of gender disparity in Finlech usage is
necessary to explore the cultural, social, and
economic factors contributing to this gap. There is
also room for further research into specific FinTech
innovations beyond mobile money platforms, such as
blockchain, digital lending, and e-commerce. This
would provide a more comprehensive understanding
of leveraging emerging technologies to drive financial
inclusion and economic growth. Moreover, studying
the impact of government regulation on the FinTech
sector would be crucial in understanding how a more
transparent and supportive regulatory framework
could stimulate innovation and protect consumers.

Finally, the FinTech sector in Somalia stands at a
critical juncture, with its youth-driven, highly
educated, and tech-savvy user base providing a
strong foundation for future growth. However,
challenges related to gender disparity, limited internet
access, financial literacy, and regulatory uncertainty
must be addressed to ensure the sector can reach its
full potential. The ongoing expansion of mobile
money platforms and the growing interest in digital
lending and blockchain technologies suggest
substantial room for innovation and diversification
within the sector. By improving digital infrastructure,
promoting inclusivity, and fostering innovation,
Somalia’s FinTech sector has the potential to play a
transformative role in driving financial inclusion,
economic development, and social empowerment in
the coming years. Through continued collaboration
between stakeholders, including service providers,
policymakers, and users, the future of Finlech in
Somalia looks promising, with opportunities for
growth, inclusivity, and economic empowerment for
all population segments.

10. Recommendations
1. Improve Digital Infrastructure

Limited internet access, particularly in rural areas,



presents a significant barrier to FinTech adoption. The
government and private sector should collaborate to
improve internet connectivity nationwide. Expanding
affordable access to reliable internet, particularly in
underserved rural areas, is crucial for ensuring that all
Somalis can engage with digital financial services.
Infrastructure investments such as 4G and 5G
networks can help overcome the digital divide and
foster nationwide FinTech participation.

2. Promote Financial and Digital Literacy

The survey revealed a strong correlation between
higher education and FinTech adoption, highlighting
the importance of financial and digital literacy.
Financial  education programs should be
implemented to increase awareness of digital
financial services, particularly in less educated and
rural populations. Collaboration between the
government, educational institutions, and Finlech
companies can develop targeted campaigns to
increase digital literacy. Workshops, training
sessions, and school curricula that introduce young
people and adults to the benefits of FinTech will drive
wider adoption across diverse demographics.

3. Address Gender Disparities

Only 18% of FinTech users in Somalia are women,
reflecting a significant gender gap in access to digital

financial  services. FinTech  providers and
policymakers must develop gender-inclusive
strategies targeting women's specific needs.

Initiatives could include offering financial products
tailored to women, providing digital literacy training
for women, and ensuring affordable access to mobile
devices for female users. Additionally, awareness
campaigns and community outreach programs can
challenge cultural barriers that prevent women from
fully participating in the digital economy.

4. Create a Supportive Regulatory
Framework

Regulatory uncertainty in Somalia's FinTech sector
is creating challenges for both service providers and
consumers. The Somali government should work
closely with the Central Bank and other regulatory
bodies to develop a clear, stable regulatory
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framework for FinTech. This framework should foster
innovation while providing consumer protection, data
security, and fraud prevention. Establishing clear
guidelines on taxation, mobile money transactions,
and digital lending will enhance consumer
confidence and encourage investment in the sector.

5. Enhance Customer Support for FinTech
Services

Inadequate customer support was highlighted as a
key challenge by FinTech users in the survey. FinlTech
companies must prioritize improving their customer
service platforms to build trust and reliability. This
includes expanding customer support through
multiple channels like chatbots, phone support, and
in-person services. Providing customer support in
Somali and other local languages can also improve
user satisfaction and engagement.

6. Leverage Mobile Money for Broader
Financial Services

Mobile money platforms dominate Somalia's
FinTech landscape, but there is room for broader
financial services. Recommendation: FinTech
companies should diversify their product offerings to
include services such as micro-lending, digital
insurance, and savings products. Leveraging the
widespread use of mobile money, service providers
can introduce additional features that address the
specific financial needs of users, such as small
business loans or savings accounts for rural and
low-income individuals.

7. Foster Public-Private Partnerships

The development of FinTech in Somalia requires
collaboration between the government, private
sector, and international partners. Public-private
partnerships (PPPs) should be encouraged to drive
investment in infrastructure, innovation, and financial
inclusion initiatives. Collaboration with international
organizations like the World Bank, the International
Monetary Fund (IMF), and donor agencies can
provide technical assistance and funding for FinTech
development projects. These partnerships can also
help Somalia align with international best practices
and standards.
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8. Incentivize Innovation in FinTech

FinTech in Somalia has growth potential, but
infrastructural and regulatory challenges stifle
innovation. The government and private sector
should create incentives for innovation in the FinTech
space. This could include offering tax breaks for
startups, establishing innovation hubs, and providing
grants or soft loans to FinTech entrepreneurs.
Encouraging local FinTech solutions that cater to
Somalia’s unique needs, such as blockchain-based
payment systems or digital identity solutions, could
further boost innovation in the sector.

9. Expand Access to Digital Financial
Services in Rural Areas

Rural populations often lack access to both
traditional banking and digital financial services.
FinTech companies should focus on developing
mobile-based services that cater to rural
populations, ensuring that even those without
access to physical bank branches can engage in
financial activities. Mobile agents and kiosks could
be deployed to rural areas, allowing individuals to
deposit and withdraw cash from mobile wallets and
providing assistance with financial services.

10. Monitor and Address Security and Fraud
Risks

As FinTech adoption increases, so do the risks
associated with data breaches and financial fraud.
Establishing robust cybersecurity protocols and
consumer protection laws is essential. FinTech
companies should invest in advanced security
measures such as biometric authentication,
encryption, and fraud detection systems. At the
same time, regulators should ensure that FinTech
firms comply with international cybersecurity
standards to protect user data and build trust in
digital financial services.
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