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Abstract

This empirical study examines how FinTech innovation is adopted, scaled, and sustained in a small
and highly regulated market, such as Latvia. The triangulated analytical framework is applied in this
study, integrating Rogers’ Innovation Diffusion Theory IDT [1], De Meyer’s Innovation Ecosystem
framework [2], and the Value Chain Theory [3,4]. This framework enables the exploration of the
interaction between innovation characteristics, ecosystem relationships, and restructuring in the
value chain. The data was collected from FinTech leaders, conventional financial institutions (banks),
regulators, and associations, and it was analyzed thematically. Based on the interviews with
stakeholders, the relative advantage of Latvian FinTechs lies in their flexibility, speed, and trialability;
however, the adoption barrier is the complexity of regulation and unevenness in infrastructure and
institutional readiness. The authors found strong collaboration among the ecosystem’s players but
limited proactive regulatory engagement. This research provides a replicable model for cross-border
or cross-sector analysis to assess the progress of innovation in regulatory and Environmental, Social
and Governance ESG integration.

Keywords: FinTech; innovation ecosystem; value proposition; innovation diffusion; sustainable
business model

JEL Classification: G23, O31, O33, M13, L26, L89

1. Introduction

FinTech disruption in the financial industry is driven by several factors, including its customer-
centric approach, speed, and efficiency. Such traits of the FinTech solutions are due to Application
Programming Interface APIs, FinTechs’” work, and partnerships with traditional financial institutions
[5]. The smaller the economy, the greater the impact of FinTech on a country’s financial stability [6].
The ecosystem emerges more as a system of innovators and has a transformative impact on society
[7]. Such is the case in Latvia, which has over 100 FinTech operating [8].

The primary research question for this study is: What roles do stakeholders in the FinTech Ecosystem
Play in the diffusion, integration, alignment, and scaling of FinTech innovation in Latvia?

Roger’s Innovation Diffusion Theory is a foundational lens through which to analyse the growth
and innovation of the FinTech sector. Prior studies have used this theory to determine the adoption
of digital banking [5]. Also, to determine how FinTech businesses” Innovation affects the value chain
activities of micro and small enterprises (MSEs) [9].

The second analytical lens of this study is the De Meyer Innovation Ecosystem model, which
conceptualises the stakeholders’” roles and their evolution from the niche innovator to the keystone
player to the Orchestrator within the ecosystem’s development to co-create value through critical
enablers like human capital, infrastructure, and regulatory coordination [10].

Value Chain Analysis is another lens through which to analyse FinTechs’ contribution to the
financial industry, as they are both a disruptor and a crucial part. One example is that FinTech
improves the risk assessment, reduces costs, and streamlines many operations, which leads to
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financial inclusion [11]. Also, in FinTech-driven ecosystems, supply chains tend to improve models’
financial efficiency, which aligns with Platform-based models [12].

Despite the global expansion of research on FinTech, the collective theoretical application of
these three theories remains underexplored in small-market ecosystems, such as in Latvia. Smaller
countries offer a unique innovation environment compared to large economies, due to their compact
regulatory systems, limited talent pools, and export-oriented business models. Though these theories
have been analysed separately before [5,10,11,13], they have not been examined from a singular
analytical approach.

2. Literature Framework

The three theoretical business models, IDT, De Meyer’s Ecosystem Framework, and Value Chain
Analysis, have not been studied together, but separately and independently in FinTech literature
[5,10,11]. Therefore, this study addresses this gap and utilises the Latvian FinTech Ecosystem as the
anchor for the empirical analysis.

Innovation Diffusion refers to the acceptance and eventual spread or diffusion of new products
or services, ideas, or technologies [14]. The Innovation Diffusion Theory (IDT) by Rogers in 1962
suggested that five key attributes play a role in Innovation diffusion: Relative advantage,
compatibility, complexity, trialability, and observability [1], to evaluate the acceptance and adoption
of new technologies [15].

IDT has been used in prior studies for FinTech Innovation evaluation, for instance, for m-wallets
[16,17], Near-field communication NFC payments [18,19], Mobile ticketing services [17], Open Data
[20], commerce and payments [21], and digital banking [5].

In a volatile business environment, stakeholder collaboration is more important than
competition [22], in terms of shared resources, knowledge spillovers, government support, local
endowment, and network externalities [23]. Therefore, the ecosystem is the framework for
elaborating, promoting, and persuading the stakeholders to collaborate [24], resulting in innovative
capabilities creation [25] and attaining a complex value proposition [26] by their diversity [27],
eventually benefiting the public [28] and attracting new entrants [29].

Tansley [30] coined the term Innovation Ecosystem, elaborated by Moore [31] on the competing
players’ framework and by Basole & Karla [32] on their connectedness to co-develop, solve complex
problems, and share knowledge for sustainable development [33] in a global perspective [25].

De Meyer Innovation Ecosystem has been used several times to explore the FinTech ecosystem’s
maturity, stakeholders” maturity, and different players’ roles [6,34,35]. Therefore, as the second lens,
the De Meyer Innovation Ecosystem framework is valid and relevant for understanding the growth
and evolution of FinTech, as well as its interactions with other stakeholders within an ecosystem.

Finally, the third lens is the Value Chain framework. Value chain refers to how businesses create,
deliver, and capture value [3]. The value delivered by FinTech is a modular and network-based rather
than firm-centric model, unlike traditional businesses [36,37]. Thus, emphasising or creating value
for the partial process, which either improves or replaces traditional ways, for instance, FinTech
creates value in onboarding (sign-up), compliance, payments, and scoring (credit) [38,39].

The value chain framework consists of three concepts: value proposition, value creation, and
value capture [4,40]. Value proposition refers to the innovative products and services offered by
companies that are aligned with customers’ needs offered by companies [40]. Value creation refers to
how a company delivers its value propositions, for example, through the use of technology, people,
and partnerships [4,41]. Value Capture refers to how businesses earn revenues and profit. For example,
financial capture could be profit margins or data monetisation [42].

Therefore, Value Chain theory, as the third lens, enables the study of how and where Fintech
contributes functionally to the financial services sector in a small market like Latvia, adding
operational value.

3. Methodology
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An empirical, qualitative, multiple-case study approach has been employed in this study, as it
is an emerging topic that requires in-depth data for inductive exploratory research. It will explore
how the FinTech sector in a small country like Latvia is innovating, how it collaborates and works
within the ecosystem with its stakeholders, and its role in the Value Chain of financial services. This
study employs semi-structured interviews with open-ended questions, grounded in a triangulated
framework comprising IDT, De Meyer’s Innovation Ecosystem framework, and Value Chain theory.
The interviewees were FinTech leaders from the most successful Latvian FinTech Subsector Lending,
Payment, and Information Technology — Data — Know Your Customer IT-Data-KYC [8], Regulators,
traditional financial institutions, and the associations for the multi-case design [43].

The authors employed a flexible and multimodal approach to collect data through interviews
conducted from April to July 2025. Of the selected 15 FinTechs, 11 responded, yielding a 73%
response rate. Additionally, all 8 of the other stakeholders responded, achieving a 100% response
rate. All the responses were anonymised for Qualitative Content Analysis QCA. The questionnaires
were designed to facilitate semi-structured interviews, incorporating all three theories within the
triangulated theoretical framework: IDT [1], De Meyer’s Innovation Ecosystem [2], and Value Chain
Theory [3,4]. There were 15 questions related to this theoretical framework, with five questions for
each theory to explore the key components of these theories (see annexe no. A). IDT questions were
based on the five attributes: relative advantage, complexity, compatibility, trialability, and
observability; Innovation ecosystem questions were related to stakeholders’ role as orchestrators,
enablers, or integrators; and Value chain’s questions emphasised the FinTech companies’ value
proposition, value creation, and value capture. Also, there were two opening and three closing
questions. The main questionnaire was created for FinTech firms, and a slightly modified version was
administered to non-FinTech stakeholders, ensuring a theoretical context and allowing for cross-case
analysis within the framework.

With transparent and systematic coding, the QCA was conducted, resulting in the integration of
the evolving insights with the theory [44,45]. The codes were derived from the responses of FinTech
ecosystem leaders, which were both deductive and inductive, providing a comprehensive picture of
the FinTech ecosystem. Deductive codes were established based on academic theories, whereas
inductive codes were derived from the collected data, helping to identify patterns or themes. In total,
177 codes were identified or generated inductively from the responses of FinTech leaders. These were
the recurring themes, concepts, or ideas that were grouped into 78 sub-themes and further grouped
into 41 grand themes. On the other hand, 183 initial codes were derived, grouped into 81 sub-themes,
and subsequently into 42 grand themes, from the responses of non-FinTech stakeholders, as shown
in Table 1.

Table 1. QCA Coding Summary — by authors.

FinTech takehold FinTech
Stakeholders’ m. ?C Stakeholders FinTech Stakeholder miec
. Initial Grand Grand
Initial codes sub-theme sub-theme
codes theme theme
Total 183 177 81 78 42 41
codes
Max 21 25 12 9 4 4
Min 4 4 2 4 2 2
Average 12 12 5 5 3 3

Basic rules concerning the participants involved were adhered to for this research. Interviewee
were informed about the purpose and context of this study, that their participation is voluntary, and
they can step back whenever they wish. Everyone provided their informed decision, either verbally
or in writing via email to the primary author of this research. The details of all interviewees, including
their names, titles, and the names of their companies or institutions, are kept confidential to protect
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their privacy. However, all the interviews were recorded and stored safely, and only the researchers
have access to them.

4. Findings & Analysis

4.1.  Innovation Diffusion Theory (IDT)

The summary in Table 2 and Figures B1-B5 in Appendix B illustrates the findings on how
FinTech Innovation is diffusing according to Roger’s five attributes of IDT within the Latvian FinTech
Ecosystem, as perceived by its FinTech Stakeholders. The Latvian FinTech sector exhibits a relative
advantage through speed, customer-centricity, and automation, supported by technology, including
white label and new Business-to-Business B2B business models. FinTech must be compatible with
users’ digital expectations, market scalability, and continuous improvement of KYC. However,
complexity increases due to the limited collaboration, trust gaps and regulatory ambiguity.
Trialability can be achieved through both top-down processes, such as regulations implemented via
innovation hubs and sandboxes, and bottom-up processes, including internal testing and freemium
models. Observability is established through visibility provided by the regulator and association, as
well as users’ testimonials and published success stories. Therefore, these approaches ensure that
FinTech innovation diffusion aligns with Roger’s mentioned five attributes; however, they are limited

due to the complexity of compliance and uneven infrastructure.

Table 2. Findings based on interviews on IDT- by authors.

At’g?l;rute FinTech Key Responses Non-FinTech Key Responses
¢ Technology-centric reasons: speed,
automation, and product
innovativeness. ¢ Ecosystem-centric advantage:
* Human-centric reasons: FinTech transformation within collaboration.
solutions serve underserved customers, | ® Market-centric advantage: speed and
increase end-user empowerment, innovation.

Relative provide digital platforms for ¢ Consumer-centric advantage: access

Advantage | accessibility, reduce costs through and inclusion.
intermediary reduction, and ¢ Compliance with regulations is
supplement banks’ services. identified as a major concern, causing
® Market-centric reasons: bring tension between regulators and
operational disruption through white- FinTechs.
label strategy and new B2B models such
as Platform as a Service (PaaS).
¢ Technology-centric reasons: FinTech
services complement the digital ¢ Human-centric reasons: The Latvian
readiness of its audience, requiring market is prepared for digitalized
automated solutions and digital financial services, but digital disparity
onboarding. persists across regions.
Compatibili | ® Human-centric reasons: FinTech * Technology-centric reasons: banks
ty services are customized to meet develop iterative and agile digital

customers’ needs (individual and products to improve competitiveness.
business, banked or unbanked). * Regulatory reasons: FinTechs must
® Market-centric reasons: FinTech educate the public and businesses
services serve the need for scalability of | about innovation and digital security.
businesses.
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® Technology-centric reasons: users . .
; . . * Technology-centric reasons: strict
prefer hybrid solutions combining new . . o
- regulations and licensing justified for
and familiar methods. )
. consumer protection.
* Human-centric reasons: tech- .
. * Human-centric reasons: lack of
. knowledge gaps among demographic ..
Complexity . transparency leads to trust deficit and
groups create demand for simpler . .
. risk aversion.
solutions. . )
. .. * Market-centric reasons: negative
* Market-centric reasons: limited trust . s ;
. . social responsibility perceptions
and regulatory uncertainty hinder . ) .
. reinforce risk aversion.
collaboration.
¢ Technology-centric reasons: FinTech ¢ Technology-centric reasons:
develops services in agile form based on | sandboxes and innovation hubs enable
user feedback to meet market needs. pilot testing.
® Human-centric reasons: users test ¢ Human-centric reasons: regulators
Trialability | services internally and externally via use experiments to educate and
freemium and pre-adoption models. increase readiness.
® Market-centric reasons: bottom-up * Market-centric reasons: trialability is
trialability reduces risk and increases seen as a top-down mechanism,
adaptability. contrasting the FinTech approach.
® Technology-centric reasons: sandbox . .
e &Y s ¢ Technology-centric reasons: licensed
initiatives enhance visibility and trust. . Lo .
. . public registries and documentation
* Human-centric reasons: FinTech users . s
s ,, | provide visibility.
.. | are often unaware of the term “FinTech . L
Observabilit . .. . . * Human-centric reasons: associations
despite using innovative services. ..
y . . and events give FinTechs exposure.
® Market-centric reasons: FinTechs .
. . * Market-centric reasons: cross-
publish reports and share success stories ..
. . ) . . stakeholder collaboration increases
to build relationships with businesses o s
observability and credibility.
and regulators.

4.2. De Meyers’ Innovation Ecosystem Implications in the FinTech Sector

The summary in Table 3 and Figures B6-B10 in Appendix B presents the findings on how the

d0i:10.20944/preprints202601.0193.v1

Latvian FinTech Ecosystem’s stakeholders collaborate, interact, and co-create, as outlined in De
Meyer’s innovation orchestration model. The results show that the Latvian FinTech Ecosystem are
still on its ongoing journey to organised stakeholder orchestration. Regulators continue to be the
primary players, and collaboration among associations, banks, and investors stays largely
transactional. The major barriers are ambiguous regulations and low trust, which hinder scaling and
lead to high integration costs. Regulator’s incentives remained slow and rigid; therefore, Latvian
FinTechs rely on their own capabilities. According to the ecosystem’s leaders, clear communication,
trained human capital, and shared Anti-Money Laundering AML/KYC measures may help reduce
transactional costs. In Latvia, informal knowledge sharing occurs, which is mostly partner-driven
and subsequently takes place within a limited loop of institutional feedback. Hence, overall, the
Latvian FinTech Ecosystem tends to be more reactive than proactive, consequently reflecting the need
for agile and structured co-creation policy instruments.

© 2025 by the author(s). Distributed under a Creative Commons CC BY license.


https://doi.org/10.20944/preprints202601.0193.v1
http://creativecommons.org/licenses/by/4.0/

Preprints.org (www.preprints.org) | NOT PEER-REVIEWED | Posted: 5 January 2026

6 of 19

Table 3. Findings based on interviews on De Meyer’s Ecosystem— by authors.

Ecosystem
Component

FinTech Key Responses

Non-FinTech Key Responses

Stakeholder
Integration

® Regulators are the most fundamental
stakeholders for the guidelines
structure and compliance testing.

¢ In infrastructure development,
traditional banks are perceived as both
competitors and partners.

e Friction continues on compliance
interpretation.

¢ Investors, boards and associations
facilitate ecosystem growth.

¢ Sustained FinTechs act as
orchestrators via partnerships and co-
creation.

* Regulators are crucial in both the
working groups and the coordination
at the EU level.

¢ Although the banks and
Associations support FinTech
integration, they remain
transactional.

¢ Slow collaboration is due to stricter
bank rules.

¢ Integration among stakeholders is
limited to shallow operational links.

¢ Focus on compliance is greater than
co-creation.

Innovation
Barrier

¢ Unclear relationships of FinTech with

traditional businesses limit scaling.

* Ambiguous regulations and their
high integration costs result in slow
innovation.

* Regulatory ambiguity limits cross-
border growth.

e Lack of trust influences FinTech
partnerships and reputation.

¢ Compliance burden hinders new
FinTech market entrants.

¢ Uncertain and varying rules and
their communication are highlighted
by regulators.

* Risk-averse approach of the
regulators creates friction.

¢ Compliance is perceived as
expensive, time-consuming, and
overwhelming.

¢ Need for specialized compliance
staff in FinTech increases costs.

* Regulatory ambiguity is the prime
barrier.

Incentivizing
Innovation

* Most functions are maintained in-
house to maintain speed and
compliance.

¢ External partnership restricted
because of low trust in regulation.

* Regulatory support, though, exists;
nevertheless, it is slow and inflexible.
¢ Industry recognition encourages
continuity.

* Mature FinTechs switch from niche
innovators to the leaders of the
ecosystem.

¢ Collaborations are not enough to
incentivize innovation.

* Sandboxes tend to be more reactive
rather than collaborative.

* Supervisory focus confines co-
creation.

* Regulatory instruments are also
reactive, not proactive.

* Need for deeper industry
partnerships.

Reducing
Transaction
Cost

* Shared systems are essential with
banks and regulators to improve and
synchronize AML / KYC functions.

* Repetition and blurred rules waste
resources.

¢ FinTechs creéte joint templates and
checklists to shorten onboarding
processes.

¢ Cross-institution co-operation helps
in reducing duplication.

¢ Efficiency leads to cost reduction.

¢ to reduce errors, Clear rules,
improved infrastructure and staff
training are essential

* Emphasis on clarity over cutting
costs.

¢ For smooth implementation, hiring
expert staff is fundamental

¢ Tax breaks reassure low-cost
models.

¢ Policy simplification is reviewed
often at the institutional level.

© 2025 by the author(s). Distributed under a Creative Commons CC BY license.
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Knowledge-
Sharing
Environment

* Knowledge exchange is largely
informal and partner-driven; therefore,
it has limited impact.

* Systematic learning and institutional
follow-up are limited.

¢ Though events increase visibility,
they do not increase infrastructure
capacity.

* Gaps exist in consistent learning
platforms for FinTech.

¢ Co-learning is essential with
regulators.
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* Forums and working groups
provide feedback and updates.

¢ Institutions conduct the training in-
house.

* Sector-specific education programs
are unavailable despite public
education programs.

¢ The sharing of Policy-driven
knowledge is mostly top-down.

¢ Iterative feedback loops are limited.

4.3. Value Chain Theory Implications/Mapping in the FinTech Sector

The summary in Table 4 and Figures B11-B15 in Appendix B illustrates the findings on how

Latvian FinTechs and traditional financial institutions restructure and adapt their value chains to

integrate innovation, thereby remaining compliant and scalable. FinTechs continue to maintain their

customer-centric approach by diversifying their platforms, upholding ethical operations, and

pursuing both profitability and inclusion. A selective outsourcing strategy, combined with In-house

control, enables FinTech to achieve scalability. Automation, adaptive governance, and internal audits

are used to integrate compliance and achieve transparency. FinTechs use Key Performance Indicators
KPIs, Service Level Agreements SLAs, and the volume of client acquisition to track performance,
which together signal their maturity level and signal trust in them. Lastly, Latvian FinTechs embed

ESG goals, implement digital strategies and cooperate with policymakers to align with their value

proposition. This way, Latvian FinTechs remain resilient and align with the European Union EU’s

financial innovation goals.

Table 4. Findings based on interviews on Value Chain Theory Implication— by authors.

Value Chain
Component

FinTech Key Responses

Non-FinTech Key Responses

Operational
Structure

* Expand and diversify platforms for
both global and local.

e Trust and visibility are built by using
awards and recognition.

® The Main Aim is to increase profits
and scalability, along with reducing
costs.

* Respect community-centric and
ethical stewardship.

* Emphasis on agility, which is
customer-centric.

¢ Adopting agile methods and Al
tools to remain aligned with FinTech
models.

¢ To remain efficient and compliant,
outsource non-core functions to
FinTechs.

¢ Cultural change in regards to
customer focus.

e Faster adoption is possible with
reduced bureaucracy.

* Encourage collaborative agility.

Scalability vs
Compliance

¢ Core operations in-house to maintain
control and efficiency.

¢ Qutsource specific tasks (like legal
documentation) whilst preserving
integrity.

* Restrict over-dependence on third
parties to restrict regulatory exposure.
* Selective outsourcing maintains
responsiveness.

¢ Compliance rooted in growth
strategy.

® Unease regarding third-party risk
and negative reputational exposure.
* Regulators tightly supervise
FinTech growth to ensure user
protection.

¢ FinTech maturity enhances trust
and alignment.

¢ Qutsourcing oversaw for systemic
risk.

* Require a balance involving
innovation and security.
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Transparency
& Compliance

* Compliance is a fundamental
characteristic of FinTech products.

¢ FinTechs use automation and
architecture to internalize regulatory
demands

¢ adaptive governance supported by
Internal audits and ecosystem co-
operation.

* Automation and Al enrich oversight
efficiency.

¢ Transparency enhances trust of the
regulators in FinTech.
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¢ Al is designed for risk assessment
and oversight Broader governance
framework.

* Associations observe inconsistent
levels of compliance.

¢ Emphasis on consumer protection
and risk evaluation.

* Mutual responsibility across
institutions.

¢ Culture of “doing things right.” i.e.,
risk-averse environment.

® Track volume and revenue regularly
to evaluate health.

¢ Non-financial metrics (For instance,
testing, client acquisition) are linked to
infrastructure needs and behaviour.

¢ For partnership and governance,
KPIs and SLAs are used.

¢ Performance transparency builds
trust.

Performance . . * Metrics demonstrate sustainability
. e Strategic goals are data-driven and .
Metrics to partners and associations.
adaptable. .
* KPIs apprise partnership feasibilit * Indicators help to evaluate the
PPHIs€ P P Y health of the ecosystem.
and trust. .
. o ¢ It is encouraged to have shared
* Metrics indicate sustainability and .
. benchmarking.
maturity.
¢ For Digital Euro development and
* For modularity and quick market '8 P
.. . Open Finance, Operational
response, Digital strategies are . . .
. infrastructure is prioritized.
embedded in core models. . . .
. e Stability comes with policy
¢ Cloud-based structures, which are . . .
. . alignment with policy and ESG
scalable, line up with ESG goals.
Value . _ . frameworks.
o * Co-operation with policymakers o
Proposition .\ . * Social fit and regulatory trust are
. guarantees recognition along with . .
Alignment vital for scaling.

compliance.

¢ Alignment supports scalability and
resilience.

¢ Flexibility persists as a core
differentiator.

¢ FinTechs are presumed to be
partners in the implementation of the
policy.

* Market access barriers lead to
misalignment.

5. Discussion

In this section, the research questions are answered based on the findings.

The research question was: What roles do stakeholders in the FinTech Ecosystem Play in the

diffusion, integration, alignment, and scaling of FinTech innovation in Latvia?

The Latvian FinTech ecosystem stakeholders focus on innovation diffusion from the perspective

d0i:10.20944/preprints202601.0193.v1

of flexibility, speed, and digital-first capabilities. However, restricted due to a complex regulatory
framework, uneven infrastructure, and institutional unreadiness. FinTech emphasised Agile
modular product designs and embedded compliance, whereas non-FinTech stakeholders focused on
consumer trust and compliance integration. Collaboration is strong except with regulators. The
FinTech value chain maintains core operations in-house and selectively outsources. Innovation
strength and strategic partnerships contribute to the scaling of FinTech.

Both FinTech and non-FinTech leaders agree that flexibility, speed, and customer-centric service
are the relative advantages of FinTech services over traditional financial solutions, modular and API
infrastructures. However, not all FinTech solutions are replacements; rather, they are supplements to
conventional financial services. This viewpoint aligns with Roger’s concept of relative advantage [1],
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with Sharma et al. [46] on FinTech solutions” adoption, and with Lee & Shin’s opinion on efficient
solutions to remain competitive [39] .

FinTechs meet the digital expectations of tech-savvy and younger users, as well as niche B2B
markets, with strong compatibility; however, they are weak in Latvia due to a gap that exists between
local consumer demand and innovative design, aligning with Sun et al. [47].

The success stories, events and testimonials enhance trust in FinTech, as stated by Zolkepli et al.
[48]. Customers adopt user-friendly FinTech solutions. The complexity is a result of regulatory and
compliance ambiguity, as well as associated costs. Demo or risk-free accounts, in addition to sandbox
demos, increase FinTech adoption, lower perceived risk, and enhance trust and reputation, as stated
by Sharma [46] and Thakur et al.[49].

FinTech private stakeholders synchronise their processes, collaborate with BaaS providers,
payment processors, and card issuers, and engage in joint development Sprints and APIs. However,
regulators tend to be reactive, extending guidance rather than providing structured facilitation with
policy tools, contrary to the conclusions of Williamson et al. [2] and Fenwick et al. [50]. Fintechs
partner with global partner networks to reduce operational costs and the burden of scaling. High
compliance costs, lack of a sandbox, and ambiguity in regulations are key barriers to aligning with
Adner’s [51] interdependence barrier.

There is a partial knowledge-sharing ecosystem in Latvia, which is unstructured and misaligned
with the framework presented by Sangwa et al. [52]. However, the regional policies could enable
FinTech to earn trust and integration.

FinTechs customised functions by reorganising compliance, partner integration and product
development, and have transitioned from single-service models to a full-stack ecosystem. Banks also
integrated APIs for alternative credit scoring. Most FinTechs consider that internal capabilities are
vital, but external capabilities can also be leveraged through partnerships, helping to scale and
mitigate risks, aligning with Williamson & De Meyer’s [2] and with Jangid et al. [53]. FinTech
carefully scales, observing core functions in-house, to stay aligned with regulations. Regulators have
stressed the importance of transparency and consumer protection for lasting viability. Financial
innovation helps ESG goals [54] and Al solutions allow businesses to innovate faster if they follow
the rules [55].

Throughout the analysis, FinTech leaders displayed a strong relative advantage provided by
FinTechs. Nonetheless, the FinTech adoption barriers remained, with regulatory complexity and
uneven readiness conditions. FinTech has well-developed observability and trialability, with strong
Collaboration in the private sector. Based on these results, the authors conclude that advanced
innovation diffusion and ecosystem growth rely heavily on institutional readiness, infrastructure
capacity, and agile policy measures.

6. Conclusion and Contribution

The key goal was to understand how FinTechs and non-FinTech stakeholders perceive, develop,
and scale their innovations. To explore this question, the authors have developed a triangulated
analytical framework, Rogers’ IDT, Williamson’s and De Meyer’s Innovation Ecosystem and Value
Chain Theory.

Results confirmed that speed and flexibility are significant relative advantages of FinTech. where
infrastructure and institutional readiness affect compatibility, Complexity and regulation remained
significant barriers. Stakeholders of the FinTech sector collaborate to co-create, with FinTechs acting
as the Orchestrator; however, they require proactive regulatory commitment. Cross-border
partnerships aid in scaling up. FinTech restructure to remain compliant, competitive, and digital-
first. FinTechs combine in-house expertise alongside strategic partnerships.

This is the first study to combine IDT, De Meyer’s Ecosystem Framework, and Value Chain &
Business Models theory into a single triangulated analytical framework; therefore. The framework
can be replicated in small and highly regulated markets to analyse innovation in FinTech and other
sectors with technology convergence, like health tech. The questionnaire to interview the FinTech
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Ecosystem leaders can be adapted and reused for further studies, such as cross-sector or cross-
country studies.

In terms of limitations, this research is confined to one country (Latvia). Further, a comparative
study of the EU FinTech Ecosystem can be conducted to gain more insights. A longitudinal study can
be conducted to understand how the regulators’ role evolves. Moreover, further study is needed on
how ESG elements are integrated into FinTech business models.
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Abbreviations

The following abbreviations are used in this manuscript:

IDT Innovation Diffusion Theory

ESG Environmental, Social and Governance
API Application Programming Interface

MSE Micro and Small Enterprises

NFC Near-field communication

IT-Data- .

KYC Information Technology — Data — Know Your Customer
QCA Qualitative Content Analysis

B2B Business-to-Business.

AML Anti-Money Laundering.

KPI Key Performance Indicator

SLA Service Level Agreement

EU European Union

Appendix A

Appendix A.1: Stakeholder Questionnaire — FinTechs BOD

I appreciate your willingness to participate in this research. This questionnaire is part of a study
exploring stakeholder perspectives on Latvia’s FinTech ecosystem. Please answer as thoroughly as
you feel comfortable.

1.  What is your professional background, and how did you become a board member of this

FinTech?

2. How do you relate to the mission and vision of your FinTech company?
3. What innovations does your firm offer that improve on traditional financial services?
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4. How do your products or platforms align with customer values and market needs? (Fit between
the innovation and the target users’ lifestyles or expectations)

5. What are the paramount usability or adoption challenges you've (or your users have)
encountered?

6. How do you allow customers to test or pilot your products before full use?

7. What mechanisms help demonstrate the impact of your offerings (e.g., case studies,

testimonials)?

8. Who are the most critical partners in your business ecosystem (e.g., enablers, regulators,
adopters)?

9.  What barriers have you encountered in navigating ecosystem relationships (e.g., with regulators
or banks)?

10. How do you foster trust, co-creation, or collaborative development with other ecosystem
players? (Mutual development of innovation with partners)

11. How does your firm contribute to or benefit from knowledge-sharing environments (events,
consortia)?

12. How has your role evolved—from a niche innovator to a keystone or Orchestrator (if
applicable)? (Lifecycle progression within the ecosystem)

13. How has your value proposition evolved since the company’s inception?

14. What operational functions are handled in-house vs. outsourced, and why? (Internal capability
vs. third-party reliance)

15. How do you structure your company to ensure scalability while staying compliant?

16. Do you track specific KPIs to evaluate business model performance?

17. How does your business model align with national or EU-level goals for FinTech?

18. What advice would you give to future FinTech board members or founders entering this space?

19. Can you share an anecdote or memorable board discussion about innovation or transformation?

20. How do you see your firm’s role evolving within the Latvian FinTech landscape in the next 5
years?

Appendix B

Appendix B.1: Emerging Concepts from the QCA of the interviews
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Figure B1. Roger’s Innovation Diffusion Theory - Complexity - Developed by the author based on Interviews,
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Figure B6. Roger’s Innovation Diffusion Theory - Trialability - Developed by the author based on Interviews,
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Figure B7. De Meyer Innovation Ecosystem — Reducing Transaction - Developed by the author based on

Interviews, 2025.
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Figure B9. De Meyer Innovation Ecosystem - Innovation Barrier - Developed by the author based on Interviews,
2025.
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Interviews, 2025.
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Figure B12. De Meyer Innovation Ecosystem - Knowledge-Sharing Environment - Developed by the author
based on Interviews, 2025.
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on Interviews, 2025.
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