
  An Online Peer Reviewed / Refereed Journal 
              Volume 3 | Special Issue 1 | September 2025 

ISSN: 2583-973X (Online) 
Website: www.theacademic.in 

 

                                      Page | 458 

Fintech vs. Traditional Banks: Competition or Collaboration? – Studying the 

Relationship Between Fintech Startups and Established Banks  

Dr. Narasimhamurthy S 

Lecturer Dept of commerce, GFGC Gubbi 

Dr. Srinivas Murthy K Y 

Lecturer Dept of commerce,GFGC Gubbi 

DOI : https://doi.org/10.5281/zenodo.17306721 

ARTICLE DETAILS  ABSTRACT 

Research Paper 

Accepted: 19-08-2025 

Published: 20-09-2025 

 The financial services industry is undergoing a significant 

transformation with the rise of financial technology (fintech) startups. 

Fintech companies leverage advanced technologies such as artificial 

intelligence (AI), blockchain, and big data to provide innovative 

financial solutions. Traditional banks, with their established 

infrastructure and regulatory expertise, face increasing competition 

from fintech firms offering faster, more customer-centric services. 

However, the relationship between fintech and banks is not purely 

competitive; many banks are choosing to collaborate with fintech 

startups to enhance their digital capabilities. This research paper 

explores the competition vs. collaboration dynamic between fintech 

and traditional banks, examining their differences, key trends, 

regulatory challenges, and future prospects 
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1. Introduction  

The financial industry is undergoing a paradigm shift due to technological advancements and changing 

consumer expectations. Fintech startups are redefining financial services with innovative solutions such 

as mobile banking, robo-advisors, peer-to-peer lending, and digital wallets. Traditional banks, with their 
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strong customer base and regulatory compliance, are adapting to these changes by integrating digital 

services.  

  

This paper seeks to address the following question: Are fintech companies disrupting traditional banking, 

or are banks and fintech firms working together for mutual growth?  

 2. Objectives of the Study  

• Analyze the key differences between fintech companies and traditional banks.  

• Explore whether fintech firms are competitors or partners to traditional banking institutions.  

• Examine collaborative models between fintech and banks.  

• Assess the challenges and opportunities for both fintech firms and banks.  

• Identify regulatory and security concerns affecting fintech-bank partnerships.  

• Provide recommendations for optimizing collaboration between fintech and traditional banks.  

 3. Research Methodology  

This study follows a qualitative and analytical research approach using secondary data sources such as:  

Industry Reports: Reports from the World Bank, McKinsey, and global financial organizations.  

Government Publications: Regulatory policies from the Reserve Bank of India (RBI), the Federal 

Reserve, and the European Central Bank (ECB).  

Case Studies: Examples of fintech-bank collaborations such as Goldman Sachs & Apple (Apple Card), 

JPMorgan & OnDeck, and SBI & Paytm.  

Academic Journals: Studies on fintech disruption, digital banking trends, and regulatory frameworks.  

Surveys & Interviews: Insights from industry experts on fintech-bank relationships.  

 4. Review of Literature:   
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1. Patel & Sharma (2020) – “Fintech Disruption in the Banking Industry”  

Fintech firms are challenging traditional banks by offering seamless digital experiences. The rise of 

neobanks (e.g., Revolut, N26, Monzo) is reducing dependency on physical banking infrastructure. 

Traditional banks are losing market share in payments, lending, and wealth management.  

2. Gupta (2021) – “Collaboration Between Fintech and Banks: A Win-Win Model”  

Banks and fintech firms are increasingly forming strategic partnerships. Examples: JPMorgan’s 

collaboration with fintech lending platforms and Apple Card (Goldman Sachs & Apple partnership). 

Collaboration helps banks modernize while allowing fintech firms to benefit from regulatory expertise 

and infrastructure.  

3. Verma & Singh (2022) – “Regulatory Challenges in Fintech-Bank Partnerships”  

The lack of clear regulations makes fintech-bank partnerships complex. Governments and financial 

authorities are introducing regulatory sandboxes to test fintech innovations before fullscale 

implementation. Banks face challenges in ensuring compliance when integrating fintech solutions.  

4. Kumar (2023) – “AI and Blockchain in Financial Services”  

Fintech firms use AI-driven credit scoring, robo-advisors, and blockchain-based payments to enhance 

efficiency. Banks are integrating these technologies through joint ventures and acquisitions.  

Example: ICICI Bank’s AI-powered chatbot for customer service.  

5. World Economic Forum (2024) – “The Future of Banking: Fintech Collaboration Strategies”  

Banking-as-a-Service (BaaS) models are becoming popular, allowing fintech firms to use bank 

infrastructure. Embedded finance (fintech integrated into non-financial platforms) is growing, e.g., “Buy 

Now, Pay Later” (BNPL) services.  

5. Fintech vs. Traditional Banks: Key Differences  

• Traditional Banks: Operate within strict regulatory frameworks. Have physical branches and rely 

on legacy systems. Offer a broad range of financial products (loans, savings, credit cards, wealth 

management, etc.).   
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Prioritize stability, security, and long-term customer relationships. Slower in adopting 

technological innovations due to complex infrastructure.  

• Fintech Startups: Operate with less regulatory constraints (but are subject to increasing oversight). 

Provide fully digital, app-based financial solutions (e.g., neobanks, digital lending, robo-advisors). 

Focus on customer experience, speed, and lower costs. Agile and quick to innovate, leveraging 

AI, blockchain, and cloud computing. Often partner with banks for regulatory compliance and 

liquidity support.  

6. Impact of Fintech-Bank Relationships  

❖ Competitive Impact:- Fintech firms are disrupting traditional revenue models (e.g., digital 

lending bypassing traditional banks). Customers prefer fintech for faster loans, lower fees,  

and personalized financial services. Traditional banks face pressure to modernize or risk losing 

customers.  

❖ Collaborative Impact:- Banks are integrating fintech solutions through partnerships, 

acquisitions, and joint ventures.   

Example: Visa and Mastercard partnering with fintech firms for digital payments.  

Fintech startups leverage bank infrastructure for liquidity, compliance, and scalability.  

❖ Regulatory and Security Challenges:- Fintech firms face data privacy and cybersecurity risks 

due to increasing digital transactions. Governments are tightening regulations on digital lending, 

cryptocurrency, and open banking. Compliance costs are increasing for both fintech firms and 

banks.  

7. Findings and Recommendations  

Findings  

➢ Fintech and traditional banks are both competitors and collaborators in today’s financial 

landscape.  

➢ Digital-first consumers prefer fintech solutions, forcing banks to innovate.  
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➢ Regulatory challenges remain a major hurdle for fintech-bank partnerships.  

➢ AI, blockchain, and cloud computing are transforming financial services.  

➢ Cybersecurity concerns need to be addressed to ensure safe fintech adoption.  

Recommendations  

➢ Encourage more fintech-bank collaborations through regulatory sandboxes and open banking 

initiatives.  

➢ Adopt hybrid banking models, where banks integrate fintech solutions while retaining core 

banking functions.  

➢ Improve cybersecurity measures to prevent fraud and data breaches in digital financial 

transactions.  

➢ Regulatory bodies should establish clear frameworks for fintech operations to ensure compliance.  

➢ Educate consumers on digital banking security to prevent cyber threats.  

8. Conclusion  

Fintech is reshaping the banking industry, offering innovative solutions that challenge traditional models. 

While competition exists, collaboration is the key to long-term success. Banks can leverage fintech’s 

agility, while fintech firms benefit from banks’ infrastructure and compliance expertise. The future of 

banking lies in a hybrid approach, integrating the best of both worlds.  
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