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Highlights

e  Regulation and compliance are the most influential determinants of FinTech use
in the Iranian banking system.

e  FinTech use in Iranian banks is primarily institution-driven rather than market-driven.

e RegTech and SupTech play a critical role in aligning technological innovation with
regulatory requirements.

e  Operational efficiency and innovation capability are the key drivers of organizational FinTech
use after regulation.

Abstract

The key to sustainable innovation in the financial and banking industry
lies in the establishment of transparent and effective regulatory
frameworks aligned with rapid technological developments. The
emergence of startups in digital payments, open banking, and
cryptocurrencies has increased the need for clearer regulations and stronger
supervision of new financial actors. FinTech firms, as a prominentexample
of such startups, create significant opportunities for financial institutions,
financial service providers, and supervisory authorities through the use of
RegTech and SupTech, enabling improved regulatory compliance, cost
reduction, and innovation in financial services. At the same time, the
adoption of new supervisory and regulatory technologies introduces
additional challenges and operational risks, making the alignment of
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FinTech with RegTech and SupTech essential for the sustainable
development of the financial system. This study aims to propose an
empirical framework for identifying and prioritizing the factors
influencing the use of FinTech with an emphasis on RegTech and SupTech
in the Iranian banking industry. The research is applied and developmental
in nature. The statistical population consists of branch managers of Bank
Saderat Iran in East Azerbaijan Province and selected banking and
financial technology experts. Data were collected using a structured
questionnaire, and reliability was assessed using Cronbach’s alpha. Data
analysis was conducted through exploratory and confirmatory factor
analysis and partial least squares structural equation modeling (PLS-SEM)
using SmartPLS and SPSS software. Th.e findings indicate that the
determinants of FinTech use with RegTech and SupTech can be classified
into five main components. The results of factor prioritization show that
regulation and compliance, efficiency improvement, innovation,
competition, and transparency enhancement, respectively, represent the
most critical factors influencing FinTech use in Iran’s banking system. The
results highlight the central role of institutional and regulatory
considerations in shaping organizational FinTech use.

Keywords: FinTech; Banking System; Financial Regulation; RegTech;
SupTech; PLS-SEM

JEL classification: C39, G21, G28, 033

Introduction

The rapid expansion of financial technologies (FinTech) has
fundamentally reshaped banking systems by transforming payment
mechanisms, service delivery channels, compliance processes, and
supervisory practices. Banks across the world increasingly rely on
FinTech solutions to improve operational efficiency, enhance
transparency, and respond to competitive pressures arising from
digital platforms and non-bank financial service providers.
However, in bank-based and highly regulated financial systems, the
use of FinTech is not merely a technological or market-driven
choice. Instead, it is strongly shaped by regulatory frameworks,
institutional pressures, and organizational capabilities. In countries
such as Iran, where the banking sector plays a dominant role in
financial intermediation and is subject to strict regulatory oversight,
FinTech use is highly sensitive to compliance requirements,
supervisory expectations, and legal clarity. Despite the growing
global literature on FinTech adoption, most existing studies
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emphasize user-level adoption models or market-oriented financial
systems. Consequently, limited empirical research has examined
organizational-level FinTech use within regulated banking
environments. Moreover, the relative importance of regulatory,
operational, and competitive factors in determining FinTech use in
Iranian banks remains insufficiently explored. Addressing this gap,
the present study investigates the determinants of FinTech use in the
Iranian banking system with explicit attention to institutional and
regulatory conditions.

Methodology

This study is applied and developmental in purpose and adopts a
descriptive—analytical research design. The statistical population
includes branch managers of Bank Saderat Iran and selected experts
in banking and financial technology. Data were collected using a
structured questionnaire developed based on a review of relevant
theoretical and empirical literature and refined through expert
consultation. The instrument measures five exogenous constructs—
regulation and compliance, efficiency improvement, innovation
capability, competitive pressure, and transparency enhancement—
and one endogenous construct, FinTech use. FinTech use is
operationalized as the extent to which banks employ digital financial
technologies in operational processes, compliance activities, and
service delivery. Partial least squares structural equation modeling
(PLS-SEM) was employed for data analysis using SmartPLS
software. The use of PLS-SEM is justified by the exploratory and
prediction-oriented nature of the research, the relatively simple
structure of the conceptual model, and the limited sample size (n =
60). Unlike covariance-based SEM, PLS-SEM is suitable for studies
with small samples and does not require multivariate normality.
Measurement model evaluation was conducted using standard
reliability and validity criteria. Internal consistency reliability was
assessed through composite reliability and rho_A. Convergent
validity was examined using average variance extracted (AVE),
while discriminant validity was tested using the heterotrait—
monotrait ratio (HTMT). Structural model assessment involved
analyzing path coefficients, coefficients of determination (R?), and
predictive relevance (Q?).
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Results

The results of the measurement model evaluation indicate that all
constructs satisfy the recommended thresholds for reliability and
validity. Composite reliability and rho_A values confirm acceptable
internal consistency, and AVE values demonstrate sufficient
convergent validity. Discriminant validity is supported by HTMT
ratios below the critical values. Structural model analysis reveals that
all five hypothesized determinants have statistically significant
effects on FinTech use in the Iranian banking system. Among these
determinants, regulation and compliance emerges as the most
influential factor. This result highlights the decisive role of
regulatory clarity, supervisory requirements, and compliance
obligations in shaping banks’ decisions regarding FinTech use.
Efficiency improvement ranks second, indicating that banks
perceive FinTech as a tool for reducing operational costs, improving
process speed, and enhancing service quality. Innovation capability
occupies the third position, reflecting the importance of
organizational readiness and technological openness. Competitive
pressure and transparency enhancement also exert significant
positive effects, though their relative impact is smaller compared
with regulatory and efficiency-related factors. The coefficient of
determination (R?) indicates that a substantial proportion of variation
in FinTech use is explained by the proposed model. Positive Q32
values further confirm the predictive relevance of the structural
model.

Discussion

The dominance of regulation and compliance underscores the
primacy of institutional forces in highly regulated banking systems.
Consistent with institutional theory, banks prioritize legitimacy and
regulatory conformity when adopting and using FinTech solutions.
This finding contrasts with studies conducted in market-oriented
financial systems, where innovation or competition often appears as
the primary driver of FinTech adoption. In the Iranian context,
regulatory certainty functions as a prerequisite for technological
implementation. The significant effects of efficiency improvement
and innovation capability align with the resource-based view,
suggesting that organizational resources and capabilities condition
the effective use of FinTech. Competitive pressure and transparency
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enhancement, while significant, play secondary roles, indicating that
market-based incentives are less dominant than regulatory and
operational considerations in Iran’s banking sector.

Conclusions

This study provides empirical evidence on the determinants of
FinTech use in the Iranian banking system and demonstrates that
FinTech use is primarily a regulation-driven and institutionally
constrained decision rather than a purely technological choice. The
findings offer important policy implications for financial regulators
and banking authorities. Developing transparent and flexible
regulatory frameworks, expanding regulatory sandbox initiatives,
and supporting the targeted use of RegTech and SupTech solutions
can facilitate effective FinTech use while safeguarding financial
stability. Despite limitations such as a relatively small sample size
and focus on a single bank, the study contributes to the literature by
highlighting the central role of regulatory factors in
organizational-level FinTech use within a bank-based financial
system. Future research may extend the model to other banks,
incorporate longitudinal data, or examine additional institutional
variables affecting FinTech dynamics.
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