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Abstract--- Blockchain has emerged as a popular digital technology aimed at ensuring that financial transactions
can be secured and trusted. The expansion of FinTech industry has encouraged the use of blockchain technology
and cryptocurrencies. A study has been conducted to assess the blockchain, cryptocurrency and FinTech market
growth. This paper provides empirical evidence on the factors influencing the market growth in Malaysia and high-
lights the factors that could spur and hinder its future use. A survey of 304 blockchain users and industry players in
Malaysia was conducted and quantitative results revealed that privacy is the most significant barrier to the adoption
of blockchain technology and cryptocurrency ecosystem. Other barriers include those related to legality, cost, secu-
rity, and stability, as well as difficulties in switching to a new technology. Thus, government regulation is needed to
provide guidelines for ensuring the sustainability and growth of this technology in the near future. In addition, re-
sults demonstrate that the banking sector is going to be the most affected by the FinTech industry. This current trend
may assist the decision makers in evaluating the potential usage of this technology, allowing them to make strategic
decisions to improve business and services.

Index Terms--- Bitcoin, Digital Technology, Blockchain Technology, FinTech, Cryptocurrency.

l. Introduction

The advances in e-commerce, online banking, and in-apps purchases have driven the increase in volumes of
transactions between sellers and buyers. The Internet and the advances in mobile technologies provided a platform
for these transactions to be made in more convenient, fast and efficient manner. Blockchain digital technology has
evolved to aid in conducting financial transactions, allowing these transactions to be made without the need for
intermediaries such as banks and government bodies. Cryptocurrencies such as Bitcoin emerged to replace minted
coins, fiat money or other instruments of trust.

Blockchain is referred to as a distributed data structure, database or system [1][2][3], or decentralized network
[4][5]. It is the core technology enabling Bitcoin and other digital currencies to operate in decentralized mode. It
links the sequence of transactions which are time-stamped, broadcasted to and shared with participating entities
within a peer-to-peer network for verification [6]. Once verified, it is added to an unpublished block, i.e. a storage
unit for the transaction that contains a reference to the settled and verified chain of blocks. New blocks are added to
the blockchain in an append-only manner and cannot be altered anymore[6][7][8]. The integrity of these transac-
tions is ensured through the use of public-key cryptography and its transparent nature [9].

Blockchain has proved its value by managing digital transactions in real time across enterprise boundaries, en-
couraging collaborative business efforts. The key benefit of blockchain relies on its capability to lower transaction
management costs. Besides digital economy, blockchain also has the ability to change all aspects in conducting
business, delivering healthcare, shopping, enhancing education and learning, entertainment, and staying connected
with a social world. Thus, collaboration among various sectors is imperative to promote knowledge creation and
innovation through the use of technology [10].

Worldwide, there is a hype of interest on blockchain technology. More and more companies are exploring op-
portunities for adapting it, especially in managing financial, medical and legal records. As reported by MarketNe-
wUpdate.com, blockchain business value-add is estimated to grow up to 176 billion USD by 2025. Examples of
active companies are Block One Capital Inc., Digatrade Financial Corp., Pareteum Corporation, HIVE Blockchain
Technologies Ltd. and Bank of America Corporation. Globe Newswire anticipates the global market for this tech-
nology to grow from 708 million USD in 2017 to 60.7 billion USD in 2024. Companies such as IBM and Microsoft
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are driving blockchain as their clients are making the transition to cloud services. Accenture has measurable market
share in blockchain investment as well.

The blockchain technology is also growing at a rapid pace in Malaysia as the financial technology (FinTech) in-
dustry grows. DinarDirham.com reported that currently, nine banks have pooled their resources together to experi-
ment with blockchain, and more and more shops have started to accept payments using bitcoin. In general, this
progress is driven by a strong underlying market, improved business to customer models and increased mobile and
Internet penetration.

Reviews on blockchain studies have highlighted that security and data privacy as several challenges in integrat-
ing blockchain with Internet of Things [11]. A review on the acceptance and future use of blockchain has been
conducted by Woodside, Augustine and Giberson (2017) which focused on managerial overview and framework of
technology [12]. The aspects that were covered were on how advance is the technology implementation for crypto-
currency and how the technology can be utilised in large scale environment. The review uncovers the potential
drivers and drawbacks of blockchain technology and highlights the implication of its managerial use. The authors
have highlighted legitimacy of the technology given that security and privacy concerns of its usage.

Literature on sustainability of Bitcoin from the perspectives of environmental impact, social issue and econom-
ics have been reviewed by Guingato, Rana, Tarabella and Tricase (2017) to discover the trend of the Bitcoin [13].
Blockchain has been seen as the driver to social change and Bitcoin will probably remain a niche currency in the
virtual monetary system.

Haddad and Hornuf (2018) in their study on emergence of the global FinTech market highlighted that until 2015,
USA had the largest market followed by United Kingdom, India, Cambodia and China at a considerable distance
[14]. They discovered that the most important segment of FinTech market is financing. Thus it comes as no surprise
that FinTech markets in developing countries Malaysia are growing at a considerable rate.

Geranio (2016) has identified that the main impact by FinTech in the exchange industry will be in its post trad-
ing business [15] . This study has been conducted to see if there will be any potential disruption with the strong
attention received by market players and regulators on FinTech.

I1.  Methodology

The quantitative approach was used in this study to examine the factors influencing the growth of blockchain,
cryptocurrency, and Fintech markets and their ecosystem forecast. A questionnaire was used to measure the respon-
dents’ opinions and perceptions regarding the blockchain, cryptocurrency, and the FinTech market.

Sampling Design and Sample

Previous researchers have highlighted that a sampling technique, when used in quantitative research, could be
categorized into random sampling and non-random sampling [16]. Random sampling is referred to as probability
sampling, where every element of the population has an equal and independent chance of being selected for the
study [17].This study has used simple random sampling in selecting the respondents from the blockchain communi-
ties in Malaysia so as to ensure generalization of the study’s findings. The population of the study are users and
industry players of blockchain and cryptocurrency in Malaysia and registered with the eWallet system
(https://bcmy.io) offered by BC Ventura Sdn. Bhd.

Questionnaire Development

In this study, the researcher developed the instrument by adopting and adapting existing studies that examined
the adoption of blockchain, cryptocurrency, and Fintech [18]. The language and arrangement were reconstructed to
suit the study objectives. The questionnaire has three (3) main sections focusing on a) respondent’s demographic, b)
factors influencing the growth of blockchain, cryptocurrency, and FinTech market and, c) blockchain, cryptocurren-
cy, and FinTech market ecosystem forecast.

The first section comprises seven (7) questions that dealt with the background of respondents, including age, na-
tionality, highest education level, department, country, whether they are involved in decision making, and working
experience. There are five (5) questions related to factors influencing blockchain, cryptocurrency, and FinTech
growth in the second section. These factors included barriers and challenges to blockchain, cryptocurrency, and
FinTech adoption and start-up. For questions on factors that influence the success of FinTech, the respondents have
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to select the scale ranging from the least to the most important factors. The final section contains 12 questions re-
lated to forecasting technology. Among them, the questions aim to find out whether the blockchain technology will
have a significant impact on respondents’ organization/industry, the duration that the technology will be employed,
the sectors most affected by technology, the benefits of the blockchain technology, and the types of risks in the
ecosystem. Some of the questions used three (3) points rating system (i.e., 3- Agree, 2- Disagree, and 1- Don’t know)
and also used a five (5) points scale (5- Extremely likely, 4-Likely, 3-Neutral, 2-Unlikely, and 1-Not at all likely).
The scale aided the respondents in selecting their score opinions and preferences.

Pilot Study

The researcher validated the designed questionnaire to test how capable the questionnaire was in measuring
what it was designed for through a pilot study. In addition, the pilot study can help to identify potential problems
that may occur before the questionnaire is distributed to respondents in the real survey [19]. In addition, the re-
searcher sought feedback and useful suggestions from a blockchain expert to ensure the content validity of the ques-
tionnaire before distributing the questionnaire.

In evaluating the reliability of the questionnaire, 33 responses from blockchain communities and users have been
collected. The number of responses is sufficient for the questionnaire reliability test as stated by Hinkin in 1998 [20].
The questionnaire was distributed in August 2017 and the responses were received in September 2017. In order to
ensure that the questionnaire functioned effectively, the researcher conducted a reliability test using Cronbach’s
alpha. The alpha value of this pilot study is 0.908, which is considered as good based on Sekaran (2013) which
stated that a Cronbach’s alpha reliability score of more than 0.8 is considered good [17]. Subsequently, based on the
information obtained from the pilot study, improvements in the wording of items were incorporated into the original
questionnaire for further clarity before the real survey could be implemented.

Real Study

An online survey approach using Google Forms was used to capture respondents’ responses, thereby allowing
easier data collection. This approach was chosen because it allows a higher response rate, while the time taken to
respond is also faster as it is available online in real time. The enhanced validated questionnaire was implemented
online and 2000 respondents from users and industrial players of blockchain communities were contacted via e-mail
and given a URL to answer. Respondents for the pilot study were excluded in the real study. Follow-up emails were
also carried out to remind the respondents to provide responses. Data were obtained from 304 respondents, giving a
15.2% response rate. Respondents are from various companies and there is a possibility of more than one respon-
dent representing the same company. The survey was conducted over one month from December 2017 until January
2018.

Data Analysis & Interpretation

Data gathered from the respondents were analyzed using descriptive statistics to locate the factors and forecasts
of the blockchain, cryptocurrency and FinTech market growth. In addition, the researcher also explored the poten-
tial applications of the technology. By having this knowledge, technology players can make strategic decisions to
find out future trends and develop this technology even further.

I1l. Result and Discussion

Analysis of the results on the study of factors influencing the development of blockchain and FinTech are pre-
sented in three (3) sections: A) the respondent profile, B) factors influencing the growth of blockchain, cryptocur-
rency and FinTech, and C) market forecast of the blockchain, cryptocurrency and FinTech.

Respondent Profile

A total of 120 (39.5%) industry players and 184 (60.5%) end users from the blockchain community made up the
304 respondents in the survey where the majority (98%) is Malaysian. Blockchain end users are found in the lower
age category as compared to the industry players. The end users are more prominent in the age category of 35-44
and above. In terms of academic qualification, only 1% of them hold a Doctoral degree while the majority hold a
Diploma (44%) as shown in Figure 1. Respondents with Bachelor and Masters degrees contributed about 26% and
6% respectively to the total respondents. The academic qualifications of the remaining respondents are less than
Diploma level. The same trend of academic qualification applies to both industry players and end users. It seems
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that education background does not play an important role in determining the involvement of respondents in block-
chain and FinTech because blockchain is an open source platform that can be participated, explored and used by
anyone.
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Figure 1: Academic qualification by age

The highest number (28%) of respondents came from the sales/marketing department as depicted in Figure 2.
The remaining respondents work in various departments within the organizations/companies including administra-
tion/human Resources (15%), IT (7%), finance (5%) and various other departments (45%). Thus, having knowledge
in IT and finance is not crucial for those who want to participate in blockchain and FinTech. Again, the trend is the
same for both end users and industry players.
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Figure 2: Department within organization by role in blockchain community

The majority (97%) of the respondents work in companies/organisations which are based in Malaysia where
43% of the respondents are involved in their company’s decision-making. Slightly more than half (56%) have more
than 10 years’ working experience.

Approximately one third of the industry players are employed in small size companies with a workforce of less
than 50. The majority are employed in medium size companies while a small percentage (16%) work in large com-
panies (workforce of more than 500 staff members).

Factors Influencing Market Growth

The Central Bank of Malaysia has not issued any guidelines on either blockchain or cryptocurrency. However,
only about half of the respondents knew the correct situation while one third thought that guidelines had been issued
and the rest were uncertain. About two thirds of the respondents stated that concern on privacy was the most signifi-
cant barrier to the adoption of blockchain or cryptocurrency. Other barriers stated by one third of the respondents
are uncluear economic benefit, lack of expertise and compelling strategy and market is not ready for the technology.
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About 60.3% of the industry players stated that insufficient knowledge and understanding is the most significant
challenge for blockchain or cryptocurrency start-up. Other significant reasons provided by the remaining industry
players included lack of long term commitment (15.7%) and lack of proprietary technology (9.7%).

Our analysis discovered that more than half of the respondents (57%) stated that Government regulation is the
obstacle for banks in Malaysia to adopt blockchain technology. The second most prominent reason for not adopting
the technology is because of the difficulty in switching to a new technology. This was stated by about 18% of the
respondents. 12% of the respondents stated that security is their main reason for not adopting blockchain technology.
Cost and technology constraints are also reasons stated by the remaining respondents.

In the analysis of factors that influence the success of FinTech (blockchain technology and cryptocurrency), the
majority of the respondents stated that credibility (51.6%), transparency (54.6&), cost (39.1%), ease of adoption
(37.8%), security (59.9%) and stability (49%) are the most important factors. Visualization on the responses can be
seen in Figure 3.
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Figure 3: Factors for blockchain and cryptocurrency to succeed

Market Forecast

Forecast on blockchain, cryptocurrency and the FinTech market revealed that the majority of the respondents
(78.6%) believed the banking sector is going to be the most affected by FinTech, followed by asset management
(14.1%), securities (3.6%), insurance (2.6%) and others (1%). FinTech will also positively affect the public, as
agreed by 93.8% of the respondents. Moreover, FinTech is expected to replace engagement with human advisors for
all investors, be it the institutional investors, ultra-high net worth investors, mass-affluent investors and high net
worth investors. Respondents’ belief of this impact is almost similar for all types of investors, as shown in Figure 4.
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Figure 4: Impact of FinTech replacing human advisors for investors

ISSN 1943-023X 2078
Received: 20 October 2018/Accepted: 15 November 2018



Jour of Adv Research in Dynamical & Control Systems, Vol. 10, 14-Special Issue, 2018

The emergence of Fintech may lead to several risks in its ecosystem with 46.1 % of respondents predicted that
privacy and data protection concerns could be the biggest risk introduced from FinTech. This is followed by flaws
in the automated financial advice algorithm (28.9%), miss-selling of financial advice (23.4%) and others (1.6%).

Blockchain is considered to have the greatest impact on the financial services industry for both one year and five
years from now. More than 80% of respondents agreed that blockchain is a potential future risk or opportunity in
the medium-to-long-term duration on financial services. Market place/peer-to-peer landing and crowdfunding are
also demonstrated to have impact on the financial services industry for one and five years. The trend is almost the
same for both periods as depicted in Figure 5.

Others

Market place/peer to peer lending

Crowd funding

247

Blockchain technology 345

Robo advisor

0 50 100 150 200 250 300

W 5years W 1lyear

Figure 5: Impact of FinTech on technology 1 year and 5 years from now

Further, concerning the impact of blockchain technology, nearly three quarters of industrial respondents (71.7%)
projected that it is likely (extremely or likely) that the blockchain technology will significanly impact their organiza-
tion, regardless of the size of the workforce in a company. The remaining respondents (28.3%) were uncertain or
considered it not likely at all that the blockchain will impact their organization/industry as depicted in Figure 6.
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Figure 6: Impact of blockchain technology by size of workforce

Regardless of the respondents’ organizations, nearly half (48.33%) forecasted that blockchain will be deployed
in their organizations in one to two years’ time. This shows that blockchain technology will begin to be incorporated
into organizations or industry services. Figure 7 further indicates that 24.94% of the respondents stated that block-
chain technology will be deployed in two to five years, 9.16% in five to 10 years and only 17.47% stated that the
blockchain technology will never be deployed.
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Figure 7: Blockchain technology deployed by Industry

It can been seen that the same trend of blockchain potential is level across the size of workforce of respondents’
organizations as shown in Figure 8. More than half of the respondents (63.3%) believed that further dissemination
of the blockchain in their organization a high potential to occur. The rest of respondents answers are varied from
moderately potential (23.4%) to low potential (11.7%) dissemination of blockchain in their organization. Only 1.6%
of the respondents do not see any potential of blockchain application in their organization sector.

25

Hk L.

11-50 51-200 201-500 Above 500

w

m Highly potential = Moderately potential = Low potential = No potential

Figure 8: Potential level of blockchain technology by size of workforce

In terms of blockchain’s potential to revolutionize all aspects of the industry, Figure 9 shows the majority of the
respondents (94.2%) agreed. Sell more products, encourage greater transparency in reporting/accounting, reduce
licensing cost and able to identify good employee are the top four areas thought to be the most potential of block-
chain technology application. This potential is revealed when more companies integrate blockchain technology to
rebrand and market their product and, eventually, obtain higher profit in their business.
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Figure 9: Blockchain technology to revolutionise industry
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More than half of the respondents believed that blockchain technology might be used to benefit their organiza-
tions through indirect means while 29.2% believed through middleman and 11.7% believed through direct interven-
tion.

Finally, in order to connect everyone in the blockchain/cryptocurrency ecosystem, the majority of respondents
thought that having blockchain or cryptocurrency events such as seminars or conferences is very important. Only
1% stated that events are not important.

IV. Conclusion

The growth of the technologies could be hindered by government regulation. To date, the Central Bank of Ma-
laysia has not issued any guidelines on blockchain or cryptocurrency, leading the community, especially financial
institutions, to face various challenges in adopting the technologies. Challenges and barriers include those related to
privacy and legality, cost, security, stability as well as difficulties in switching to a new technology. Despite these,
the technologies are expected to continue growing in the near future. Thus, the challenges and barriers mentioned
must be addressed by the Government or regulatory bodies or companies if they want to ensure the success of
blockchain and cryptocurrency technologies given that Internet is a common place technology impacting daily life.
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