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Abstract  

The financial services industry is changing faster than ever before and incumbent banks 

are facing several challenges. The changes include intensified competition, changing 

consumer behavior, novel and disruptive technologies, and regulatory pressure. 

Innovation has become key for survival in the financial services industry and banks are 

now looking for innovation beyond their firm boundaries. 

In this thesis, we have sought to explore how banks obtain innovation from external 

sources to cope with the changing environment of the industry. The ongoing change of the 

industry is often referred to as digital disruption. We define three overarching themes of 

the digital disruption of the industry; intensified competition, novel and disruptive 

technologies, and changing consumer behavior 

We have employed two of the largest incumbent banks in the Nordic as case companies, 

namely DNB and Nordea. In the first analysis, we analyze how the banks in fact obtain 

innovation from external sources. The findings show that customers, users and 

competitors, as well as future potential competitors, are all utilized as external sources of 

innovation. However, competitors seem to be most utilized external source of innovation, 

through the use of accelerator programs. Through these programs, the banks can access 

innovative products and services, as well as novel and disruptive technologies. 

Furthermore, the case companies differ in how they incentivize, enable, and acquire the 

innovation. In the second analysis, we link the industry changes to the question of how 

banks obtain innovation from external sources. The analysis show that obtaining 

innovation from customers solely have the potential to cope with the changing consumer 

behavior characterizing the industry. User innovation is found to have a potential to cope 

with changing consumer behavior and new digital technologies, whereas competitor 

innovations seem to have the potential to cope with all three themes. 

Our thesis sheds light on a highly relevant topic and contribute with practical insights and 

findings on how obtaining innovation from different external sources may help the banks to 

cope with the ongoing digital disruption of the financial services industry. We conclude the 

thesis with a summary of findings, and highlight a set of implications for further research.  
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AI = Artificial Intelligence 

AISP = Account Information Service Providers 

API = Application programming interface 

BigTech = Big Technology (companies) 

DLT = Distributed Ledger Technology 

DNB = Den Norske Bank 

FinTech = Financial Technology (companies) 

GAFA = Google, Apple, Facebook & Amazon 

ICT = Internet and communication technologies 

IOT = Internet of Things 

NOK = Norske Kroner 

P2P = Peer-to-peer 
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1.	INTRODUCTION	
This chapter presents the background and objective for our thesis, which leads to the 

overall research question. At the end of the chapter, we present the delimitations of the 

thesis.  

1.1 BACKGROUND  

Digital disruption refers to the change that occurs when new digital technologies and 

business models affect the value proposition of existing goods and services (Rouse, 

2014). 

 

Even though some refer to digital disruption as a buzzword, many industries have seen 

incumbent kings and queens fall due to new technologies and novel companies delivering 

value to the customers in ways the incumbents could never possibly imagine. It is 

especially technological advancement in Internet and Communication Technologies (ICT) 

and the use of mobile devices that has transformed almost every aspect of business as we 

knew it, and it is expected that this evolution will continue in the future (Rouse, 2014).  

 

The financial services industry is one such industry, where technology and new business 

models are changing the industry permanently, and where incumbent actors are facing 

significant challenges, greater than ever before. Some of the industry’s most trustworthy 

voices have seen the potential impact this can create. Among others, Andy Haldane, Chief 

Economist and Executive Director of the UKs central bank, publicly stated that: 

 

“Banking may be on the cusp of an industrial revolution” (Arnold & Jeffery, p.103, 2016). 

 

There is a plethora of literature stating how incumbent banks are facing their biggest 

challenge yet, and that the incumbent banks must make several important choices in the 

years to come. Incumbent banks have for many years been perceived as slow and rigid 

hierarchies. Already back in 1990, Bill Gates referred to them as dinosaurs, and said that 

the world needed banking, not banks. However, in recent time, and especially after the 

financial crisis in 2008, several banks have begun to accept the truth that if they do not 
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follow the pace of the industry, they will become obsolete, as new entrants exploit the 

novel technologies and deliver value through innovative business models. Innovate or die 

(Quinn, 2000), seems to be closer than ever before. As stated by Danneels (2010), firms 

need to renew themselves to cope with environmental changes. Innovation is not 

something firms may do; innovation has simply become a necessity to survive. 

 

Within innovation literature, the term open innovation has received a lot of attention. It is 

now common knowledge that no company should innovate completely on their own 

(Pisano, 2008). With the range of possible sources of innovation increasing at a rapid 

pace, it is argued that no company are suited to innovate better than every competitor, 

potential competitor, supplier, or external knowledge source around the world, on its own. 

 

Open innovation was first known through Henry Chesbrough in 2003, and means that 

innovation is generated by accessing, harnessing, and absorbing flows of knowledge 

across the firm’s boundaries (Chesbrough, 2003). Within the open innovation paradigm, it 

is the mode of inbound open innovation that has received the greatest attention. The 

inbound open innovation (Chesbrough & Crowther, 2006), also known as the outside-in 

open innovation mode (Enkel et al. 2009), refers to the internal use of external knowledge, 

available outside the firm boundaries. It is found that open innovation serves as a critical 

factor for successfully developing new products and technologies (Chaston, 2011). 

 

“The world is becoming too fast, too complex, and too networked for any company to have 

all the answers inside” (Reddi, p.3919, 2016) 

 

The financial services industry, and in particular banks, are found to be weak when looking 

at innovation performance (Rehder & Levi, 2011). According to KPMG (2007), the lack of 

innovation can be due to the conservatism and traditionally rigidity of the banking sector, 

which again could be explained by the sector traditionally being closed and not 

entrepreneurial-oriented. In studies conducted by Martovoy et al. (2015) it is found that 

banks in fact rely on themselves as the most important knowledge source for innovation. 

Following the internal capabilities as the most trusted source comes other entities from the 

same area, consultants, clients, and suppliers. Furthermore, it is found that co-creation 
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with customers could potentially lead to the development of more transparent and “easy to 

use” financial services, which are also matching the needs of the customers. However, the 

overall result from these studies shows that banks primarily rely on their own internal 

sources of knowledge and a smaller group of external knowledge (Martovoy et al., 2015). 

 

In Schueffel & Vadana (2015), it is stated that Chaston (2011) find several obstacles, 

which inhibit firms in the financial services industry from adopting technological 

innovations. 

 

“Resistance to change organizational structures, cultural inertia, internal policies, fear of 

cannibalizing existing products, fear of destroying existing competencies, satisfaction with 

status quo, and in general, a lack of incentives to abandon the certainty of the current way 

of doing things and to embrace the uncertainty of future rewards” 

(Schueffel & Vadana, p.34, 2015). 

 

In addition, Martovoy et al. (2015) finds that these attitudes are further reinforced by a 

traditional closed approach to innovation, where banks are striving to hold ownership and 

confidentiality of proprietary knowledge. PWC (2014) have recognized five major 

challenges in relation to innovating for financial organizations. These challenges are 

related to taking innovative ideas rapidly to the market and be able to scale them, to find 

and retain the right people to innovate, to establish an internal culture for innovation, to 

find the right external collaboration partners, and to control the return on investments for 

these innovations. 

1.2 OBJECTIVE  

In a financial services industry best described as rapidly changing, there is no doubt that 

innovation has become crucial. Through open innovation literature, it has been agreed that 

no firm should innovate on their own and especially not in industries characterized by rapid 

change. The financial services industry is no exception. Several factors like new 

technologies, increased competition and regulations have started to transform the whole 

industry. Simultaneously, research on banks has revealed that they traditionally have 

perceived their own internal innovation capabilities to be sufficient. However, in recent 
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times, the use of external sources and publicly open innovation initiatives has increased, 

and it might seem like banks are doing everything they can to keep their long held 

profitable positions, even if it requires collaborating with previous competitors. 

 

Research on inbound open innovation and the obtaining of innovation from external 

sources have traditionally been focused on high technology industries. As the financial 

services industry now have begun to share similarities with such high-tech industries, there 

is an increasing focus in literature on inbound open innovation in the financial services 

industry. However, how banks obtain innovation from external sources and how this may 

cope with the ongoing changes in the industry have not been significantly researched or 

tested, and we seek to contribute to filling this research gap with practical findings through 

our thesis work.  

1.3 RESEARCH QUESTION 

Based on the context presented above, this thesis´ overall objective is to explore how 

banks obtain innovation from external sources and how this may cope with the many 

challenges incumbent banks are facing today, commonly referred to as digital disruption. 

 

The research question will serve as a guide for the thesis direction and is stated as: 

 

How do banks obtain innovation from external sources to cope with the changing 
environment of the financial services industry?   

 

To answer the research question, we use two sub-questions.  

1.3.1	Sub-questions	

Sub question 1 is stated as:  

 

1. How do banks obtain innovation from external sources?  

 
To answer the first sub-question, we will explore how banks search for external sources, 

as well as how they enable and filter, and acquire innovation from these external sources, 
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which ultimately summarizes the entire process of obtaining innovation from external 

sources. We employ a multiple case study with the two Nordic banks, DNB and Nordea. 

After the case analysis, we conduct a cross-case discussion to look for patterns and 

deepen the initial understanding from the analysis. The objective is to search for patterns 

and create a broad picture of how banks obtain innovation from external sources.  
 

Sub-question 2 is stated as:  

 

2. How may the outcome of obtaining innovation from external sources cope 
with digital disruption?  

 
To answer this sub-question, we use the results from the first sub-question to see how the 

outcome of banks´ obtaining of innovation from external sources may potentially cope with 

the ongoing digital disruption of the financial services industry. The objective is to hopefully 

draw some sort of generalizable conclusions on how the innovation initiatives banks have 

taken may cope with the changing environment of the financial services industry.  

1.4 DELIMITATIONS 

The research conducted in this thesis is within the context of the financial services 

industry, and the literature hence deals with the industry in a holistic manner. However, 

this thesis only focuses on banks and their services and offerings, which is a central part of 

the industry. Furthermore, our focus is on incumbent banks, and the challenges are 

viewed from an incumbent perspective, e.g. in relation to their legacy systems. Both case 

companies are operating within several banking areas, but due to the significance of the 

changing factors, our focus is mainly on the personal banking / retail banking part, as this 

is thought to be a vital part of traditional banking. Furthermore, as both our case 

companies are Nordic banks, the findings from this thesis are mainly related to the Nordic 

region and it is not possible to say if the results would have been equal for another region. 

 

Due to restricted access to data, we are only looking at how banks obtain innovation form   

external sources. Hence, we are not looking at the later integration and commercialization 

parts of leveraging external sources of innovation. 
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In this thesis, we found it necessary to use a broad understanding of the term innovations, 

to allow us to be pragmatic in our research. Even though this might go against some of the 

theoretical definitions of innovation found in literature, we find it necessary to use this 

approach to be able to use the case company’s observable innovation efforts in the most 

suitable way. Innovations in this thesis therefore refer to actual product or service 

innovations, novel technologies, knowledge, ideas and other valuable information, which 

could be utilized in an innovation process. Furthermore, we had to make an explicit choice 

of categorizing participants in DNB NXT Accelerator and Nordea Startup Accelerator as 

competitors, to be able to utilize this innovation initiative in our analysis. 

1.5 STRUCTURE 

In chapter 2, we present the theoretical framework of the thesis, which serves as a 

guidance tool for the analysis regarding. 

 

The purpose of the following chapter 3 on methodology is to serve as guidance for the 

reader in order to understand the methodological decisions taken, and the choice of 

research design. It seeks to provide the reader with an understanding of this thesis´ 

methodological foundation, and the actual data collection and analysis techniques applied. 

 

In chapter 4, we present the context of the thesis in terms of the financial services industry. 

The objective is to give the reader an understanding on the factors we find to be decisive 

for the current digital disruption of the financial services industry.  

 

In chapter 5 we present the two case companies, DNB and Nordea, and study their 

initiatives related to obtaining innovation from external sources. The purpose is to create 

an understanding of how and why the two case companies are relevant to study.  

 

Chapter 6 is a two-folded analysis, where we first use a deductive approach with existing 

theory on open inbound innovation to analyze how the two case companies` obtain 

innovation from external sources. We then use these results in an inductive manner to 



   
 

 
 

 

7 

analyze how obtaining innovation from external sources may potentially cope with different 

sides of digital disruption. 

 

Chapter 7 is a discussion on the findings of the thesis, and chapter 8 concludes on the 

analysis and related implications, and suggests further research in addition to looking at 

the thesis in perspective. 

 

 

 

 
 

 

  

 

 

Figure 1: Thesis overview. Authors’ contribution 
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2.		THEORETICAL	FRAMEWORK		
This chapter presents the theoretical framework of our thesis. An introduction to open 

innovation is presented to create a bridge to the process of obtaining innovation from 

external sources.  

2.1 INTRODUCTION TO OPEN INNOVATION   

Henry Chesbrough first introduced the term “open innovation” in 2003 (Chesbrough, 

2003). Open innovation can be defined as “the use of purposive inflows and outflows of 

knowledge to accelerate internal innovation, and to expand the market for external use of 

innovation, respectively” (Chesbrough, p.69, 2011).  

 

The literature on open innovation grew out of a recognition about firms´ need to leverage 

both internal and external knowledge to innovate (Cohen & Levinthal, 1990). It also 

emerged as a response to the previous paradigm of closed innovation. The closed 

innovation approach followed a philosophy that internal control was required for 

successful innovations. This meant that the firm was heavily dependent on developing 

successful innovations themselves (Chesbrough, 2003). According to Chesbrough 

(2003), this approach was no longer sufficient to explain how companies achieve 

innovation. The focus of innovation has hence shifted from internal research and 

development, to a view that firms should also use external sources by opening their firm 

boundaries to inputs from the outside (Gassmann, 2006).  

 

According to Chesbrough (2003), the closed innovation paradigm was eroded in the late 

1990s due to two main reasons.   First, it became harder for companies to control 

proprietary ideas and expertise due to the rise in the amount and mobility of knowledge 

workers. Secondly, private venture capital became increasingly available, and this helped 

the financing of new firms and their struggles to commercialize ideas, which previously 

were ignored by the larger corporate labs (Chesbrough, 2003). Furthermore, Gassmann 

(2006) adds globalization, technology intensity, technology fusion, new business models 

and knowledge leveraging as an explanation for open innovation.  
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Naturally, there are some implications of using open innovation. One implication of open 

innovation efforts is its effect on the internal innovation processes. When using an outside-

in open innovation mode, new ideas are brought into the company. However, if too many 

new ideas are brought in without the company investing into downstream capacities to 

process the new ideas, it can create bottlenecks that will slow down the overall innovation 

process (Chesbrough, 2017).  

 

In recent time, the open innovation paradigm has been accepted as the predominant way 

for firms to innovate, as no firm should innovate completely on its own (Pisano, 2008). 

Open innovation basically means that innovation is generated by accessing, harnessing, 

and absorbing flows of knowledge across the firm’s boundaries. Open innovation involves 

two important knowledge flows. These are inside-out and outside-in. The latter involves 

when a company opens its innovation process to external knowledge inputs, and this has 

by far received the most attention in literature (Chesbrough, 2017). 

 

Outside-in, also known as inbound open innovation (Chesbrough & Crowther, 2006) deals 

with how firms use external sources of knowledge internally in the innovation process. The 

first step of leveraging external sources is to obtain the innovation, which is also the 

theoretical focus of this thesis. The following sections are based on the process of 

obtaining innovation from external sources. 

2.2 OBTAINING INNOVATION FROM EXTERNAL SOURCES 

“Obtaining innovation from external sources includes search, sourcing, enabling, 

incentivizing, and contracting. This is the “inbound” step of inbound open innovation.” 

(West & Bogers, 2013, p.816) 

 

Obtaining innovation from external sources requires two steps: 

 

1. Find the external sources of innovation. 

 

2. Bring those innovations into the firm. 
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There are various typologies of the process of obtaining innovation from external sources 

(West & Bogers, 2013). For example, Dahlander & Gann (2010) put forward a distinction 

between pecuniary (acquisition) and non-pecuniary (sourcing) inflows of innovation. They 

also found that openness was not a binary classification of either open or closed, but that 

openness should be placed on a continuum. According to Dahlander & Gann (2010), the 

core of the openness concept is that no single firm can innovate in isolation if they are 

seeking to sustain business performance, and thus the firm must acquire ideas and 

resources from external parties.  

 

According to Bogers & West (2012), firms could acquire or source actual innovations, 

technical inventions or knowledge, market knowledge, components, as well as other useful 

information to support the firm's innovation efforts.  

2.2.1	Searching	for	External	Sources	of	Innovation	

Following the logic of West & Bogers (2013), the first step of the obtaining process is 

identifying and sourcing the innovations from the external sources.  

 
Sourcing from external stakeholders 
As any innovation in the first instance is considered the result of a recombination of 

component elements, external knowledge is key. Given the condition that no single 

organization possesses all necessary knowledge to undertake innovation internally, 

innovation can only be achieved by collaborating with partners having different knowledge 

bases (Li & Vanhaverbeke, 2009) According to Nelson & Winter (1982), difference in 

knowledge is a crucial condition for learning and innovation to produce novel innovations.  
 

When sourcing from external stakeholders, firms can identify or search by collaborating 

with a range of different stakeholders, or seek out experts with useful knowledge (West & 

Bogers, 2013). Four sources of external knowledge have received increased focus; 

suppliers, customers & users, competitors and universities.  
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Suppliers 
Companies are increasingly realizing the importance of supplier involvement in new 

product development, both in reducing costs and to provide innovative knowledge, which 

may facilitate future innovations (Chang et al., 2006). Technology and know-how are often 

seen as the most valuable inputs from suppliers (Li & Vanhaverbeke, 2009). 

 

Li & Vanhaverbeke (2009) investigate the role of supplier relationships in developing novel 

innovations, and found that previous research has addressed the importance of involving 

key suppliers in activities related to new product development. Companies with large inter-

industry differences in their knowledge base are more likely to obtain access to 

complementary knowledge and resources (Li & Vanhaverbeke, 2009).  

 

Schiele (2010) found that several studies have highlighted the importance of suppliers as 

a knowledge source almost as important as customers in an open innovation environment. 

By diving into the body of research on benefits of early supplier inclusion in new product 

development, Schiele (2010) found numerous benefits, including quicker responses to 

market changes, limiting the likelihood of complexity and over-engineering, and higher 

quality and improved design. Despite the numerous benefits of supplier integration in new 

product development, companies still seem to have a limited understanding of how to 

facilitate this process (Lakemond et al., 2006).  

 
Customers and Users 
Customers are thought to be one of the major external sources of innovation. Enkel et al. 

(2005) argues that customer integration in the innovation process is close to becoming 

best practice. Furthermore, results from empirical studies have proved that customer 

integration increases a firm's potential for innovation (Urban & Von Hippel, 1988). There 

are several advantages related to the integration of customers. An early integration of 

customers can lead to a stronger relationship with the partner, a clearer understanding of 

market needs, a decrease in errors and mistakes made early in the development process 

as well as higher product quality (Enkel et al., 2005). Moreover, Bruce & Biemans (1995) 

saw that customers could provide important first-hand information regarding their needs; 
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they could contribute with innovative ideas and be a valuable source of feedback for 

concepts and prototypes. 

 

Several concepts regarding customer interaction have been developed. Two of the most 

common concepts are the lead user approach developed by Von Hippel (1986), and the 

empathic design method developed by Leonard & Rayport (1997).  The lead user 

approach involves identifying and integrating trendsetting customers, whereas the 

emphatic design method involves observing how customers use existing products, and 

seeks to analyze customer behavior.  

 

Even though there are many positive aspects of integrating customers, there are also 

risks, including a firm’s potential of losing know-how to disloyal customers, its dependence 

on customers’ views, demands or personalities, and becoming restricted to incremental 

innovations to serve niche markets (Enkel et al. 2005)   

 
By studying the field of sporting equipment, Shah (2000) found that lead users who 

developed significant equipment innovations often ended up becoming user-

manufacturers. These kinds of users are users that are positioned at the leading edge of 

market trends, and at the same time expect significant benefits from innovating, and are 

commonly referred to as lead users as they often develop, or contribute to developing, 

commercially attractive products (Franke et al. 2006). Lead users are more capable of 

delivering important and high-quality innovations as they are ahead of the market in terms 

of discovering new products and concepts (Jeppesen & Fredriksen, 2006). 

 

The phenomenon of lead users is not new, and studies of five types of industrial products 

uncovered that 19 % to 36 % of users reported developing or modifying products for their 

own use (Urban & Von Hippel, 1988). Users who share interests and needs often form 

own communities where they reveal each other’s innovations and help each other with 

innovative developments (Franke & Shah, 2003). 
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Competitors  
Collaboration with partners may be an important source of knowledge and learning for the 

company. By combining their resources and capabilities with the resources and 

capabilities of other companies, they increase the possibility of expanding their knowledge 

base (Schilling, 2013). 

 

Brandenburger & Nalebuff (1996) argue that companies can have multiple roles in its 

value net of business; a company can be another firm´s supplier, customer, competitor, 

and complementor simultaneously. In other words, a company can take many shapes 

depending on the context. Firms involved in so-called co-opetiting relationships may 

compete head on during certain periods of time whereas they may cooperate during other 

periods.  

 

De Faria et al. (2010) discuss the importance of cooperating with external partners in the 

new product development process. Because the knowledge processes behind new 

technologies and innovation have become immensely complex, firms tend to search 

beyond own boundaries to find knowledge with value, and skills to complement their own 

capabilities. Ever since the 1980s, the competitive environment has been unstable, with 

shorter life cycles for both products and technologies (Nijssen et al. 2001). De Faria et al. 

(2010) therefore argues that the role of cooperation has become important for the 

innovation process at the firm level. 

 

Universities 
Scientific institutions have developed a significant role as partners for research within the 

open innovation paradigm (Cassiman et al., 2010). Harryson et al. (2008) finds that when 

innovation is perceived as a firm’s ability to adopt new ideas, processes or products, 

learning alliances between industries and academia can be beneficial as it can increase 

the flexibility and speed of innovations. Collaboration between industries and universities 

have been recognized as an important type of learning alliance, as well as an essential 

tool to decrease research and development costs. 
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One important notion is that there is a fundamental difference between corporate and 

academic research. The scientific knowledge companies’ produce is often short and 

medium termed, seeking to exploit rather than explore, which is generally the strength of 

academic research. However, academic research rarely results in something valuable for 

commercialization (Harryson et al., 2008).  

2.2.1.1	Facilitating	external	searches	
West & Bogers (2013) find that previous studies have assumed that innovations can be 

sourced through direct and costless processes, while others have identified more specific 

tools companies can use when searching for innovation from external sources. There are 

several important factors that has contributed to the potential and decreased costs of 

searching for external sources. Among these is the increasing availability of information 

and communication technologies (ICT). Especially the emergence and growth of the 

Internet have played a crucial role in enabling external search for innovations. This is 

evident with the use of online communities, crowdsourcing or broadcast search (Howe, 

2008), as well as Internet platforms like e.g. blogs (West & Bogers, 2013).  

2.2.1.2	Limits	to	search	
As with all perspectives in business, there are also limitations, which hamper the benefits 

of obtaining innovation from external sources, especially related to costs. According to 

Laursen & Salter (2006), firms that go beyond an optimal level of external sources have 

decreasing returns related to their innovative performance. As such, even though a broad 

search for external sources seems like a good idea, it might decrease the effectiveness of 

the search. Not only can it decrease the effectiveness, but searching externally might also 

imply hidden costs related to control and communication. Hence, it is important that firms 

find a trade-off between the benefits and costs. This can be achieved by aligning the 

breadth and depth of the search (West & Bogers, 2013).  

2.2.2	Enabling	and	Filtering	Innovation	from	External	Sources	

West & Bogers (2013) argue that when a firm is looking to grow the external supply of 

innovations, it can utilize third party actors to enable and facilitate innovation. Two key 

mechanisms to encourage creation of innovations outside the boundaries of the firm are 

found. Firstly, giving effective incentives can encourage external innovators. These 

incentives might be monetary, like awards and innovation contests, as well as non-
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monetary incentives, often found in e.g. open-source software. Another mechanism is to 

establish formal tools and processes through a platform for external stakeholders to 

produce and possibly share innovations (West & Bogers, 2013). Piller & Walcher (2006) 

finds that such platforms can accelerate the innovation process, as well as being 

combined with incentives, as seen with innovation toolkits that include awards which are 

based on the actual quality of the submitted content. 

 

A huge challenge for firms which rely on external sources of innovation is the effectiveness 

of identifying the most valuable innovations. The process of identification can happen 

within the firm, by external intermediaries, or by the external community of contributors 

itself (West & Bogers, 2013). For firms choosing to let internal employees filter the 

contributions, gatekeepers are increasingly shared and distributed inside the organization 

(Ettlie & Elsenbach, 2007).  

2.2.3	Acquiring	Innovation	from	External	Sources		

There are two ways of acquiring innovations. Firstly, it can be done through acquisition of 

knowledge, technology products, or services. Second, a firm can choose to acquire the 

actual developer of the innovation.  

 

Acquisitions of knowledge or technology are often facilitated by collaborative 

arrangements with partner firms. According to Schilling (2013), choosing to engage in 

collaborative arrangements may offer a company numerous advantages. Firstly, it enables 

the company to obtain necessary capabilities or resources they may not possess, at a 

quicker pace than developing them in-house. As such, a company may gain rapid access 

to important complementary assets enabling them to speed up the development process 

and launch a product or service faster to market (De Faria et al., 2010). Secondly, 

obtaining necessary capabilities or resources from a partner enables the company to 

decrease asset-specific investments and enhance its flexibility. One example of this is 

avoiding hiring project-specific employees, which may end up with an excess of 

employees if the development project does not result in a concrete outcome. “This can be 

particularly important in markets characterized by rapid technological change” (Schilling, 

2013, p.173). 
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The most common form of collaborative arrangements used in technological innovation 

includes strategic alliances, joint ventures, licensing, and outsourcing (Schilling, 2013). 

2.2.3.1	Collaborative	arrangements		
 
Strategic alliances 
A strategic alliance can be defined as a voluntary arrangement between companies 

involving exchange, sharing, or co-development of products, technologies, or services 

(Gulati, 1998). By engaging in a strategic alliance, a company can acquire resources or 

capabilities they lack, from the marketplace (Chan et al., 1997) 

 

According to Schilling (2013), companies may engage in strategic alliances to access a 

critical capability or resource that is not possessed in-house, or to more fully exploit their 

own capabilities and resources by leveraging them in another company´s development 

efforts. Companies with different capabilities and resources central for developing a new 

technology or penetrating new markets, might form alliances to combine their resources to 

develop a product or market at a faster pace or less expensively. Large companies often 

form alliances with small companies to take a limited stake in the smaller company´s 

development efforts while small companies often form alliances with larger companies to 

access the larger company´s capital, resources and capabilities.  

 

Alliances are advantageous in the way that they might allow companies to gain an early 

window on emerging opportunities entailing a notion of uncertainty. Alliances also allow 

companies to rapidly adjust the type and scale of capabilities and resources the firm can 

access. Lastly, alliances are also used to enable partners to learn from each other and 

develop new competencies and capabilities. 

 

Existing literature have found several benefits of strategic alliances, including sharing 

resources, costs, and risks, blocking the entry of resourceful competitors, organizational 

learning, and improved innovativeness (Li et al., 2011). 

 

Hoffmann (2007) suggests that strategic alliances improve companies’ efficiency to 

manage environmental dynamism, which means that it has the potential to allow a firm to 
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exploit new opportunities and avoid new threats. Sharing complementary resources 

facilitate enhanced learning and improved capabilities among the partners, while sharing 

costs and risk enhances firms’ financial power and decrease the rate of failure (Harrison et 

al., 2001). 

 

Joint ventures  
The use of alliances like joint ventures has risen dramatically the past 45 years, 

particularly in technology-intensive industries, and today it is even common for rivals to 

form R&D alliances (Gulati, 1998). Schilling (2013) defines joint ventures as a specific type 

of a strategic alliance, which entails significant structure and commitment. While a 

strategic alliance can be any type of formal or informal relationship between one or several 

companies, a joint venture involves a notable equity investment from each party and often 

results in the establishment of a new separate entity. The resources to be committed by 

each party are usually specified in contractual agreements together with the distribution of 

possible profit earned by the venture. 

 

Licensing 
Schilling (2013) defines licensing as a type of contractual arrangement where one 

organization (the licensee) obtains the right to use a proprietary technology etc. of another 

organization (the licensor). Licensing enables a company to rapidly acquire a resource or 

capability it does not possess. For the licensor, licensing has the potential to enable the 

company´s technology to utilize a wider range of markets than it could on its own. 

Licensing a technology or resource from another company is often less expensive for a 

licensee than developing this new technology in-house, as new product development is 

both expensive and risky. Licensing enables a company to obtain an already viable 

technology. While a licensed technology provides the foundation for a new product, the 

product that arrives to market typically draws on the deep expertise and other resources a 

company might possess. Fosfuri (2006) finds that there has been a large growth in 

arrangements for the exchange of technologies and technological services during last two 

decades. 
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Licensing agreements often impose numerous restrictions on the licensee, enabling the 

licensor to retain control over how their technology is utilized. However, in the long run, the 

licensor's control over the technology may decrease as the licensee gain valuable 

knowledge by working with the technology, which may ultimately enable them to develop 

their own technology (Schilling, 2013).  

 
Outsourcing  

Schilling (2013) explains that companies developing new innovations do not always 

possess the necessary competencies and resources to perform all the value-chain 

activities for the innovation efficiently. In these instances, a company might outsource 

specific activities to other companies. One common form of outsourcing is the use of 

contract manufacturers, which allow companies to meet the scale of market demand 

without committing to long-term capital and resource-investments, thus enhancing their 

flexibility. Furthermore, it enables a company to specialize in activities core to their 

competitive advantage and leave the support activities and activities, which demand 

specialized resources the firm do not possess, to others. 

 

According to Schilling (2013), outsourcing entails numerous downsides. Reliance on third 

parties may lead to the company missing out on valuable learning opportunities. By not 

investing in the development of in-house capabilities, a company may miss out on 

developing key competencies and resources, which could prove valuable in further 

development of the product or service. In addition, the notion of transaction cost is central, 

which is why it is decisive that the outsourcing activity is based on a solid and well-

specified contract. 

 

Moreover, Quinn (2000) finds that companies can profitably outsource almost any element 

in the innovation chain. The outsourcing of e.g. applied research has become critical in 

several industries. Outsourcing of development and product innovation has become 

attractive in industries where rapid and high-impact innovation occurs at the supplier level. 

It is found that suppliers have specialized on developing in-depth knowledge, skills, and 

innovative capabilities for their specific segment of the value chain, which incumbent 

enterprises cannot compete with. 
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2.3 SUMMARY  

Open innovation has, since its introduction in 2003, grown to become the predominant 

paradigm within innovation literature. The inbound open innovation mode has received 

most attention within the field. 

 
West & Bogers (2013) found that the first step of leveraging external knowledge sources is 

to obtain them. Obtaining innovation from external sources can be divided into three steps: 

Searching, enabling and filtering, and acquiring. Searching for external sources deals with 

the process of identifying and sourcing the innovations. Four sources of external 

knowledge are found to be especially relevant in the literature. These are suppliers, 

customers and users, competitors and universities. Enabling innovation to be created 

outside the firm boundaries can be initiated by two key mechanisms, either effective 

monetary or non-monetary incentives or by establishing and providing an arena for third 

parties to contribute with innovations. The third and last part of the process, is acquiring 

the innovation. This can be done either by acquiring knowledge, technology or 

product/service through different arrangements, or by simply acquiring the developer or 

provider of the innovation.  

 

 
Figure 2: : Obtaining innovation from external sources. Authors’ contribution. 
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3.	METHODOLOGY	
This chapter serves the purpose to work as guidance for the reader in order to understand 

the methodological decisions made and the choice of research design in our thesis. It 

seeks to provide the reader with an understanding of the thesis´ methodological 

foundation, and the actual data collection and analysis techniques applied. 

 

To guide our research methodology, we adopted the structure and logic of Saunder et als´. 

(2016) research onion, shown in the picture below. The onion represents the different 

layers of methodological choices one has to make. Hence, it represents the process going 

from the first layer of research philosophy to the inner layer of data collection and analysis.  

 

 

Figure 3: The research Onion (Adopted from Saunders et al., 2016) 

3.1 RESEARCH PHILOSOPHY AND APPROACH 

3.1.1	Research	philosophy	

“The term research philosophy refers to a system of beliefs and assumptions about the 

development of knowledge” (Saunders et al., 2016, p.124). This implies that when you are 

researching, you are developing knowledge. 
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Our research philosophy in this thesis is the one of pragmatism. Pragmatism accepts that 

concepts are only relevant where they support action, and strives to reconcile objectivism 

and subjectivism, facts and values, accurate and rigorous knowledge, and different 

contextualized experiences (Saunders et al., 2016). In the pragmatic philosophical stance, 

the most important determinant of the research approach and strategy is the research 

question (Saunders et al., 2012). Our research question “How do banks obtain innovation 

from external sources to cope with the changing environment of the financial services 

industry?” was found to require different levels of knowledge to be answered in the best 

possible way, as we needed to collect different types of data, where some would be more 

objective like statistics and facts, and other would be subjective, like expert point of views. 

Thus, we decided to adopt the pragmatic approach, as it would not inhibit the flow of the 

thesis process but let us work more freely with the collected data.  

3.1.2	Research	approach	

Our research approach in this thesis can be argued to be abductive, as we combine a 

deductive and inductive approach to best answer our research question. The first sub-

question required a more deductive approach where existing theories and literature was 

used to create a theoretical framework, which was further used to generate results on how 

the two case companies obtain innovation from external sources. For the second sub-

question on how obtaining these innovations may potentially cope with digital disruption, 

we use a more inductive approach. Here, we used the results from the first part of the 

analysis in a broader context of digital disruption of the financial services industry, with a 

means to draw potential conclusions on how choices of obtaining innovation from external 

sources may cope with different decisive factors of digital disruption.  

 

The abductive approach is found to be suitable when researching a topic that has a lot of 

information in one area, while less information in the actual research context. This can be 

argued as being the case in our study, as there is an abundance of theory and information 

regarding inbound open innovation and the current digital disruption of the financial 

services industry, while there is less focus on how obtaining innovation from external 

sources may cope with digital disruption. We deemed it necessary to be flexible in our 

approach to answer the research question and as such chose the abductive approach to 

contribute with insights, which may possibly be used in further research. 
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3.2 RESEARCH DESIGN 

The research design may be thought of as the general plan of how one proceeds to 

answer the research question (Saunders et al., 2016).  

3.2.1	Methodological	choices		

Our research method in this study is a multi-method qualitative study, based on the data 

we have collected and how we collected it. The abductive approach is often found to fit 

well with a qualitative study, as the interactive nature of the qualitative method allows the 

emergence of themes and patterns during the data collection (Saunders et al., 2012). This 

reasons well with the nature of our research as we adopted our way forward based on 

previous findings. Furthermore, as we aimed to collect both primary data through 

interviews in addition to secondary data from a wide range of data sources, this required 

us to use more than one method. As such, this study can be considered a multi-method 

qualitative study. 

 

Following Saunders et al. (2016, p.174), “research can be designed to fulfil either an 

exploratory, descriptive, explanatory or evaluative purpose, or some combination of 

these”. As the digital disruption of the financial services industry is a relatively new 

phenomenon, the existing literature and research on the phenomenon is limited. As such, 

it is decisive for us explore the phenomenon and acquire first-hand knowledge to 

understand the context. Understanding the context calls for an exploratory level of 

knowledge (Saunders et al., 2008). The exploratory study enables an adaptable and 

flexible research process (Saunders et al., 2012). The choice of conducting an exploratory 

study is thus aligned with our pragmatic research philosophy and abductive research 

approach. 

3.2.2	Research	strategy	

In this thesis, we have conducted a multiple case study with two cases: DNB and Nordea. 

A case study strategy is aligned with the abductive research approach described above. 

As this approach allows the researcher to use an iterative process between theory and 

empirical data, it allowed us to explore theory on obtaining innovation from external 

sources in relation to how it may cope with the digital disruption of the financial services 

industry. 
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The case study is a preferable strategy when researching a contemporary phenomenon as 

digital disruption of an industry, where we as researchers had no impact on the 

phenomenon and our research question is of explorative nature (Yin, 2013). Yin (2013) 

also notes that a multiple case study is preferable when the aim is to generate stronger 

conclusions and generalize from the findings. As the aim of the first analysis is to conclude 

with case-specific findings on how the two cases obtain innovation from external sources, 

to allow potentially generalizable results with respect to our second sub-question, the 

choice of a multiple case study with two cases is deemed as applicable. 

3.2.3	Case	selection	

According to Yin (2013), the focus of case selection in multiple-case studies is to establish 

external validity, with respect to generalizability of findings. In our research, the same 

questions were studied and compared to each other to draw conclusions (Ghauri, 2004). 

The choice of our two cases is based on several criteria, like being incumbent Nordic 

banks, with observable innovation initiatives.  

 
The first case in our study is the Norwegian bank DNB, which is also the largest bank in 

Norway. The second case is the Swedish bank Nordea, which is the largest bank in the 

Nordics. As this thesis seeks to explore the contemporary phenomenon of digital 

disruption in the financial services industry, it was desirable that the two chosen cases 

were exposed to this phenomenon to the same extent. Hence, we believed that two banks 

from the same region would be exposed to the same challenges with the same 

significance. Both DNB and Nordea mainly operate within the Nordic region and fulfilled 

this criterion.  

 

It was also important that both cases were incumbent banks with legacy systems, as this is 

perceived to be a significant challenge in relation to digital disruption. The choice of e.g. a 

born digital bank would therefore not be comparable to an incumbent legacy bank, as their 

starting point would be significantly different. As both DNB and Nordea have operated as 

banks for a very long time and have become the banks they are today through several 

mergers and acquisitions, they face the same challenges in relation to the phenomenon 

studied. Furthermore, it was important that both banks had a clear vision of how they had 

to change in the future. Through public sources, both banks have stated that they seek to 
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exploit digitalization and technology, as well as being open for collaboration to meet the 

future of the industry. Both case companies have also showed that they seek to be 

innovative and digital, through e.g. DNBs payment application Vipps, and Nordeas 1 billion 

IT-investment to create one core-banking platform.   

 

We also chose two Nordic banks as it made it somewhat easier to get access to necessary 

data. Both cases are also public companies, and we could hence get access to data 

through their annual reports. Furthermore, as both authors of this thesis have previously 

been employed in a bank, we could exploit our networks to get access to experts within 

e.g. PSD2, which was important to complement our secondary data. As one of the authors 

have been employed in DNB, we already had some knowledge about the bank and how 

the organization works. 

3.2.4	Time	horizon	

In this study, a cross-sectional time frame is applied. This means that we have made 

comparisons at a single point of time and studied a particular phenomenon at a particular 

time (Saunders et al., 2012), which is the banks´ use of external sources in innovation 

activities. This was a natural choice given the restricted time we had to conduct this thesis, 

and a longitudinal time horizon was not an option as we would not be able to follow the 

case companies´ innovation efforts over a longer period of time.   

3.3 DATA COLLECTION TECHNIQUES AND ANALYSIS 

In Saunders et al`s., (2016) research onion, the core deals with the data collection 

techniques and analysis. We will first explain our data collection, which refers to how we 

used primary data and secondary data. In the data analysis section, we elaborate on the 

techniques used for understanding the data. 

3.3.1	Data	collection	

To allow a deep and balanced understanding of the digital disruption of the financial 

services industry and how banks obtained innovation from external sources with the 

potential to cope, several qualitative data sources were applied. The primary data are 

collected through interviews with industry professionals and company representatives. The 
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secondary data are compiled from various sources including company reports, 

consultancy reports, industry reports, annual reports, and interviews.  

3.3.2	Primary	data	

The interviews conducted are the primary data sources of empirical evidence in this thesis. 
We conducted a total of four semi-structured interviews, where two of the interviewees 

were company professionals in the case companies, and the two others were industry 

professionals. The decision to conduct semi-structured interviews was based on the fact 

that we needed to achieve a deeper understanding of how banks perceive their own 

innovation initiatives in relation to the ongoing digital disruption of the industry. 

 

The semi-structured interviews we conducted was aligned with Saunders et al. (2012) as 

we prepared topics and themes to be explored, but the actual questions and the order of 

those were guided by the flow of conversation. Furthermore, the nature of the questions 

asked varied from open-ended, to probing, to closed and specific questions. 

 
Non-probability sampling 

The sampling-strategy undertaken is this thesis is a non-probability sampling strategy. 

Saunders et al. (2008) notes that no statistical inferences can be drawn from data 

gathered to a non-probability sampling strategy. However, as noted above, we do not aim 

to draw any statistical inferences, as this is an explorative thesis, which allowed us to 

choose the non-probability sampling strategy. Specifically, we employed a purposive 

sampling strategy, which is a common sampling strategy for case studies. The interview 

objects were chosen with respect to their ability to answer appropriate questions allowing 

us to reach the objective of our study, which according to Saunders et al. (2008) describes 

a purposive sampling strategy. 
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Company Name  Position Location Date  Length   

DNB Ellen Halden  Senior Vice 

President, Cards, 

Mobile and 

Payment 

infrastructure 

DNB Headquarter, 

Dronning Eufemias gate 

30,0191 Oslo 

21.03.2017 00:24:33 

Hufsy Maria 

Flyvbjerg Bo  

CXO and co-

founder  

Hufsy Headquarter, 

Titangade 11, 2200 

København N 

16.03.2017 00:25:25 

Mobile Pay Anett Schei 

Martinsen 

Partnerships and 

Solution Sales  

Telephone (Schei 

Martinsen located in 

Oslo)  

07.04.2017 00:40:24 

Nordea Jakob Holst Strategic Business 

Developer, Open 

Banking  

Telephone (Holst 

located in Copenhagen)  

21.07.2017 00:23:34 

 

3.3.3	Secondary	data	

To gain a comprehensive understanding of the phenomenon this thesis seeks to explore, it 

was essential to collect and compile a substantial amount of secondary data. Collecting 

further data on the two case companies from news articles, annual reports, public reports, 

and company presentations, allowed us to gain an increased understanding and overview 

of how the two case companies obtain innovation from external sources. 

 

Furthermore, as our research question required us to gain a comprehensive 

understanding of the context banks operate in, namely the digitally disrupted financial 

services industry, we deemed it necessary to include a thorough review of the context. 

This was achieved by gathering and compiling secondary data from sources including 

company reports, consultancy reports and news articles. Utilizing the collection of 

secondary data allowed us to access a substantial amount of high quality data, and 

simultaneously saving both time and resources, which according to Ghauri & Grønhaug 
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(2005) is a huge advantage of secondary data. Admittedly, Saunders et al. (2008) notes 

that secondary data should be collected with caution as the purpose of the secondary data 

might not match the objectives of the research. However, as the secondary data we have 

collected primarily relates to the main themes of our thesis and draws on acknowledged 

sources, including well renowned consultancy companies and governmental publications, 

we found this data to be sufficiently valuable to utilize in this thesis.  

3.4 DATA ANALYSIS 

Saunders et. al. (2008) lists some key features of qualitative data, including; qualitative 

data is based on meanings expressed through words, and; the collection of qualitative 

data results in non-standardized data. To strengthen the validity and reliability of the study, 

we had to classify the collected data into categories. As an abductive approach is 

employed throughout the thesis, the collection of data was ultimately an iterative and 

complex process. As such, we made a conscious choice to apply a less formal data 

analysis process. This enabled us to re-categorize our existing data to see whether there 

were any patterns or relationships between the existing data, and the new data collected, 

like for instance the relation between changing consumer behavior and the case 

companies´ ideas of this theme. According to Saunders et al. (2008), this approach is 

quite common when analyzing qualitative data.  

 

Looking at the primary data, this required us to first transcribe the conducted interviews to 

get a comprehensive understanding of the gathered data. In addition, we summarized the 

data to constantly have a full picture of the process as this allowed us to identify relevant 

information in the ongoing data collection process. Ultimately, transcribing and 

summarizing the data enabled us to identify missing links between data, theory, and 

empirical findings.  

 

After transcribing and summarizing the data, the next step in the data analysis process 

was to categorize and unitize the data. This concerns both the primary and the secondary 

data. The main purpose of our primary data was to obtain insights into how incumbent 

banks obtain innovations from external sources. However, we also aimed to obtain 

insights into the digital disruption of the financial services industry. As such, the first step 
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was to divide the data into the theoretical category, and the contextual category. The 

theoretical category was then divided into sub-categories derived from our theoretical 

framework, which according to Saunders et al. (2008) is one of three main sources to 

derive names for categories. The data belonging to the contextual category was put into 

one of the existing sub-categories we had derived as a result of categorizing the 

secondary data. These categories were derived through one of the other main sources, 

where you utilize terms that emerge from your data. Through the collection of secondary 

data, we derived the following categories; The transformation of the financial services 

industry, intensified competition, regulation, changing consumer behavior, and disruptive 

technologies and developments. 

3.5 QUALITY OF RESEARCH DESIGN 

 

Reliability 

Reliability refers to what degree our data collection techniques and analysis procedures 

will yield consistent findings (Saunders et al., 2008). There are several threats to reliability, 

and we took measures, to the best of our knowledge, to overcome these threats. To avoid 

participant bias during the interviews, we made sure the interviewees had sufficient time to 

answer our questions, that the circumstances were neutral, and that the interviewees had 

relatively high-ranking positions in their respective organizations to avoid restrictions from 

higher ranking employees. There is however always the possibility of participant bias in 

the form of respondents angling the answers to paint the best picture possible of 

themselves and their organization. This kind of bias is hard to overcome, but by keeping a 

critical mind and supplementing the response with other data sources, we feel that we 

have taken the steps we can to avoid participant bias. 

 

Regarding observer error, the likelihood of this happening increases with less formalized 

interviews. As we deemed semi-structured interviews to be the most fitting interview 

technique, this increased the threat to reliability. However, we tried to neutralize this by for 

instance ensuring that both authors were present at the interviews. Furthermore, we 

divided the tasks between us accordingly to ensure that there was one primary interviewer 

whereas the other observer was tasked with taking notes and constantly analyzing facial 



   
 

 
 

 

29 

expressions, tone of voice etc. To neutralize the threat of observer bias, both of us were 

tasked to thoroughly transcribe, discuss and analyze the interviews. This way, we 

increased the possibility of ensuring that we shared a consensus of the gathered data to 

avoid bias. However, bias is a complex phenomenon, and it is probable that both authors 

have been fundamentally biased after browsing a massive amount of secondary data and 

theory on the subject. Whether this bias has an impact on the quality of the data is 

however uncertain. 

 

Validity  

Validity is concerned with whether the findings of a study are in fact about what the study 

seeks to examine (Saunders et al., 2008), and it can hence be related to the data collected 

and how well it contributes to answering the research question. We have used several 

sources to look at the different perspectives of change in the financial services industry as 

well as the case companies obtaining of innovations. This was e.g. the case when looking 

at PSD2, where we both read several articles on the topic as well as interviewing an expert 

to support the secondary data sources. This increases the technical validity (Yin, 2013).  

The study conducted in this thesis is exploratory with an abductive approach, which 

implies that we as researchers sought to find the best possible explanation of the 

phenomenon in focus. However, it also means that findings may come as testable 

hypotheses for further research and as such, it can be hard to achieve sufficient validity as 

we seek to clarify if there is a problem and what that problem looks like. In our research, 

we have looked for relationships between the obtaining of innovation from external 

sources and how this may cope with digital disruption, but there is not enough data to 

create sufficient relationships between e.g. the banks external innovation activities, their 

obtaining of innovations from these and how this in fact copes with digital disruption. The 

validity of our research could have been strengthened if we had been able to get a deeper 

insight into the actual process of e.g. filtering innovations, but this was not possible as the 

banks were very strict on what information they wanted to share. 

Nonetheless, we believe that the thesis contributes to explore an unknown field by relating 

incumbent banks obtaining of innovation from external sources to how it copes with the 

changes in the financial services industry. Furthermore, we perceive the external validity of 
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the results in our thesis to be strengthened as we used the same approach and sought to 

answer the same research question for both case companies (Yin, 2013).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   
 

 
 

 

31 

4.	THE	FINANCIAL	SERVICES	INDUSTRY		
This chapter presents the context of our thesis. It is meant to give the reader a profound 

understanding of the changes that occur in the financial industry today and the 

implications for incumbent banks.  

4.1 THE TRANSFORMATION OF THE FINANCIAL SERVICES INDUSTRY 

The financial services industry has traditionally been a highly regulated and relatively 

foreseeable industry. As such, regulations and barriers to entry, like for instance 

governmental licenses, have led to a stable industry structure and boundaries. In addition, 

financial institutions have cooperated by building technological infrastructures, demanding 

high investment costs e.g. VISA. This way, incumbent companies have fought off 

competition from new entrants even before they have entered the industry. However, this 

seems to be history as intensified competition, regulation and new technologies are having 

a substantial impact on the nature of the industry, and as such on how the incumbent 

banks operate.  

 
The traditional bank used to be a full-service model, with operating the front office, back 

office and market infrastructure. However, it is today being unbundled into many different 

parts. Almost every part of the value chain is under attack, which is setting the context of 

disruption close for banks (Cortet, Rijks & Nijland, 2016).  

 

Even though incumbent banks and the industry has been relatively protected, the industry 

has been characterized by continuous innovation. 25 years ago, most interaction between 

the bank and the customer was exercised at branch offices and over the phone. With the 

introduction of the internet, the banks incrementally moved towards developing digital 

banking services, enabling interaction online. In many developed countries, most 

interaction between bank and customer now happens through digital channels. In Norway 

for instance, we see that the largest banks are closing a substantial amount of branch 

offices and thus concentrating on digital channels (DN, 2016). However, as the effects of 

ICT and exponential growth in technology have grown further, the previously stable and 

closed industry is now commonly seen as a digital business ecosystem. What 

characterizes a digital business ecosystem is blurring industry boundaries, turbulence and 
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openness. (El Sawy & Pereira, 2013). Where banking consumers previously might have 

trusted their banking providers and exercised loyalty in lack of other and better options, the 

growth of new entrants are now providing consumers with alternatives to the traditional 

incumbent banks.  

 

Financial technology innovations often serve as indicators on where incumbents banks´ 

revenue streams will be challenged. The changing forces of the industry have already 

disrupted products with high revenue and margins, like fee-based checking and invoice-

payments, as these services are now offered for free. The emergence of mobile banking 

platforms has increased the trend of offering products for free and is hence not an 

immediate source of revenue. However, a strong mobile platform is today seen as a 

necessity to stay relevant and to acquire new customers (Dabkowski, 2016).  

 

An example of how banks must offer free products was evident when DNB launched the 

P2P payment service, Vipps. It was initially launched as a fee-based service where 

consumers paid 1 NOK per transaction. However, the Danish competitor Danske Bank 

launched MobilePay in the Norwegian market as a free service shortly after, forcing DNB 

to remove the fees on Vipps to not lose terrain to Danske Bank. The result is that DNB 

have spent 600 million on the development of a service in which they do not earn a single 

dime (DN, 2017). 

 

The main revenue streams already being disrupted are fee-based mobile banking, invoice 

payments, checking, and savings. As these services now can be offered for free due to 

technological advancements, by players the consumers have proven to trust, it makes little 

sense for the incumbents to charge customers as it could potentially lead to customers 

leaving the banks (Dabkowski, 2016).  

4.2 INTENSIFIED COMPETITION 

The core of banking can be said to constitute two main categories; financing and 

payments. This is also where banks today mainly are making a profit. However, with 

several contextual factors changing the industry and lowering the entry barriers, a range of 

new competitors are looking to eat some of the banks´ lunch.  
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The new competitors in the industry often possess operating models with significantly 

lower costs compared to the incumbent banks (Accenture, 2015). This is not only in terms 

of capital, but also in terms of the emergence of technological innovations like e.g. cloud 

computing, which has significantly lowered the costs of production, market making and 

information processing. This development results in lower entry barriers to the industry. 

Furthermore, whether it is disruptive competition from FinTechs, GAFA or non-banks, one 

important feature of these new competitor’s value propositions is that they offer lower 

prices. This will force banks to lower their prices if they are to compete on the same 

products and services (Arnold & Jeffery, 2015).   

 

A lot has happened in the banking industry since the financial crisis in 2008. Consumer 

behavior is changing, and competition from new tech-intensive companies has increased 

the pace of digital banking. The trend of fee-based services turning into free services is 

bad news for incumbent banks financially wise. The new disruptive forces are affecting the 

way incumbents will generate revenue in the future (Ogden, 2017).  

 

Enabled by advancement in technology and access to venture capital, FinTechs are 

posing a serious threat to the incumbent banks. Their relatively small size and new IT-

systems enable a new dimension of agility compared to incumbent banks. In addition, their 

ability to offer customer-centric innovative services and solutions seems to be truly 

compelling to consumers. Even executives at incumbent firms believe the customer 

experiences provided by FinTechs exceed the offerings of incumbents in terms of several 

aspects (Capgemini, 2017). Furthermore, Schei Martinsen of MobilePay highlights agility 

and a more unified thought process throughout the organization when asked about how 

she perceive MobilePay as opposed to her previous employer Danske Bank: 

 

The fact that we are so close to our top management enables us to turn around and shift 

directions quickly. In addition, we have the Nordic mentality behind us and work cross-

borders, whereas banks typically work in silos, where it gets difficult to look outside the 

silos (A. Schei Martinsen, interview, April 21, 2017). 
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Rather than posing a threat to the industry itself, these agile competitors attack the most 

profitable business areas in the industry which enables them to avoid the regulatory 

burden suffered by banks and at the same time steal profitable customers from the 

incumbents (Deloitte, 2017). These regulations include policies like treating customers fair, 

not discriminating service offerings and ensuring that services are available universally. 

 

In addition to FinTechs, there are other new entrants threatening the incumbent banks. 

So-called challenger banks have existed in the industry for a while, and are in most cases 

born digital, which means their IT-systems are up-to-date enabling them to quickly adapt 

to the increasing digitalization of the industry. However, the number of challenger banks is 

growing. Like FinTechs, challenger banks focus on the customer experience and actively 

exploit new technology such as AI while also integrating external services with their own 

offerings (EVRY, 2017). However, opposed to FinTechs, these banks have obtained 

banking licenses and are as such exposed to the same regulatory burdens suffered by 

incumbent banks. Even though these players so far have managed to acquire customers 

from incumbent banks, it has often been in the form of simple services like payments and 

savings, where the customer maintain his or her customer relationship with the incumbent 

banks. However, if they succeed with a platform-approach, offering external services on 

top of their own banking platform, it is very possible that they will acquire full customer 

relationships. 

 

As the financial services industry is starting to share more and more similarities with an 

ecosystem, the degree of openness has led to a trend of industry convergence. In the 

context of the financial services industry, companies originally operating in other industries 

like telecom, are entering the financial services industry. As these non-banks often have a 

large existing customer base, they aim to re-bundle their services to include financial 

services and thus capitalize further on the customer relationships they already have 

(EVRY, 2017). One example is the retail giant Wal-Mart, which have obtained a banking 

license in Canada.  
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Finally, the BigTech companies have slowly started entering the financial services 

industry, most notably with Facebook obtaining a banking license and enabling payments 

through their Messenger service. Even though the potential impact GAFA (Google, Apple, 

Facebook and Amazon) might have on the industry is very uncertain, there is a strong 

consensus that they possess severe strengths compared to the other players. Firstly, 

GAFA have hundreds of millions of users and customers, and as such an enormous 

customer base. Re-bundling their services to include financial services will provide their 

users with an incentive to choose them over a traditional incumbent bank, much like the 

non-banks. In addition, GAFA sits on huge amounts of consumer data. These companies 

actively engage in big data technology and utilize this data to personalize services (EVRY, 

2017). Combining the existing data with financial data enables the potential to deliver a 

superior customer experience. 

4.3 REGULATION 

Fueling the threat from these new entrants further, is the new payment-directive PSD2 that 

will be implemented in 2018. Ever since the financial crisis in 2008, European banks have 

struggled with high costs of equity exceeding their returns. This trend is expected to 

continue in the future. Unfortunately for banks, the forces behind the decreasing profits are 

most significant in the payment area, which represents a key revenue stream for 

incumbent banks. According to Deloitte, 25% of the European retail banks revenue relates 

to this area (Deloitte, 2015). However, payments are not only important with its direct 

relation to revenue streams. It also has a significant strategic importance, both as the 

anchor for client relationships and as a platform for cross-selling products. 

 

In recent time, the European payment industry has been under severe regulatory inquiry. 

This has led to both price caps and structural changes which are introduced as means to 

promote competition and innovation. According to Deloitte´s analysis (Deloitte, 2015), 

incumbents will not feel the capping of debit and credit card fees on a large scale 

financially. The real threat is the opening of the payments market through PSD2 together 

with the technological advancements.  
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PSD2 will enable the new agile and innovative players to offer payment initiation services 

and account services on banks´ infrastructure, accept deposits or provide processing 

capacity (Accenture, 2016). These new payment initiation services will improve the user 

experience by e.g. using seamless mobile applications. New digital services enforce the 

move towards a non-cash payment environment, and will further change consumer 

expectations and behavior due to the convenience of the use of new products like 

contactless cards, and online and mobile payments. As payment-services often act as a 

gateway to attracting and retaining customers, PSD2 may have substantial impacts on the 

notion of customer ownership. A loss of customer ownership equals loss of possibility to 

cross-sell and re-bundle products and services. These kinds of solutions already exist in 

the market to some extent. However, this has been on the courtesy of incumbent banks as 

it can be argued that they have been able to control who may access it. But as they are 

now forced to facilitate these solutions, the notion of control is lost. The importance of first-

mover advantage has proved itself repeatedly in industry after industry, and is likely to 

prove itself again if the incumbent banks do not act accordingly. Underlining the 

importance of first-mover advantage, Schei Martinsen states the following when asked 

how Vipps were able to get to market before MobilePay: 

 

Originally, we had sufficient time, but when DNB learned that we were getting close to 

launching MobilePay in Norway, they put together Vipps at a pace never seen before in 

our industry, and launched a beta-version and an application to get first to market, even 

though it entailed a fair amount of issues with the app. This effort demanded a lot of 

people, resources and exceptionally much money from DNB (A. Schei Martinsen, 

interview, April 21, 2017). 

 

Digital payments are worth a lot for the new entrants, as each payment includes data on 

e.g. where the consumer makes his or her payments. With greater use of technology like 

big data analytics, large amounts of data can be used to further enhance products and 

personalize services, which is required by the new banking customers (Pwc, 2016). As the 

value of data is of strategic importance, the payments area is the one of the areas seeing 

the heaviest investments by FinTechs.  
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Many industry experts urge incumbent banks to act proactively in relation to APIs, and 

suggest that they should not merely comply with PSD2 but rather embrace the increasing 

use of APIs and implement it in other business areas (Accenture, 2016). As stated by 

Anett Schei Martinsen of MobilePay: 

 

PSD2 is definitely an opportunity… PSD2 is the reason banks have to “play” together in 

other ways than before, and is also the reason why Danske Bank have invited Nordea and 

Gjensidige to collaborate on MobilePay in Norway (A. Schei Martinsen, interview, April 21, 

2017). 

 

This would of course enable external actors to access the incumbent banks APIs, making 

them even more vulnerable to competition. But more importantly, this enables the 

incumbents to offer external services on top of their own services, which may prove 

valuable in terms of customer ownership.  

4.4 CHANGING CONSUMER BEHAVIOR 

The advancement in technology have exposed consumers to increasingly seamless and 

personalized experiences in other digital spheres, and they are now expecting the same 

from their banking providers. Previously, consumers compared the customer experience 

from their bank provider to the customer experience of other banks. However, the reality 

today is that the experience is compared to the experiences consumers gain from 

innovative companies like Google and Facebook. Consumers today expect the companies 

they do business with to know their preferences and understand their needs, and are 

willing to share data in exchange for personalized services (EVRY, 2017). A survey of 

millennials carried out by (Viacom, 2014), shows that 33 % out of 10 000 respondents 

believe they won´t need a bank at all, and 71 % would rather go to the dentist than listen 

to what banks are saying. As this survey is carried out in the U.S., the impact of the 

financial crisis should be taken into consideration. However, it provides a quite gloomy 

picture of how millennials perceive the role of financial institutions.  

 

The reality for incumbent banks today is that they are increasingly distrusted by younger 

generations while the new entrants are perceived as more interesting and fun to interact 
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with as the customer experience they offer in many cases is superior to that of the 

incumbent banks. As such, the incumbents are left with a massive challenge related to 

consumer trust and customer experiences. The fact that the traditionally high switching 

costs characterizing the financial services industry has been severely lowered with 

increasing digitization and transparency, also poses a huge challenge to the incumbent 

bank. A survey carried out by Accenture (2014) shows that over 70 % of respondents 

consider their banking relationship to be transactional rather than relationship driven. 

 

Consumers increasingly shop around, and according to a survey carried out by EY (2010), 

a quarter of customers in Europe say they access between two and four products from a 

second bank, and over 90 % holds an account with a third bank. In other words, 

consumers are themselves de-bundling financial services as well, and the challenge for 

incumbent banks is fueled with the increasing offerings of differentiated financial services 

by several diverse players.  

 

Word of mouth has for a long time been considered as one of the most powerful marketing 

tools around. Consumers often trust third parties more than the brand or company itself. 

Thus, customers acting as brand advocates by sharing customer experiences are 

invaluable to a company. However, this goes both ways. With the increasing use of social 

media networks, one bad customer experience can now be broadcasted to potentially 

millions of people instantly. A prime example of this is the recent case of United Airlines 

and their handling of an overbooked flight where a person was forced off the plane against 

his will (CNN, 2017). The incident was uploaded to YouTube, and as the scandal was 

exposed to hundreds of millions of people, AAs stock price plummeted. Naturally, it might 

be argued that this is a worst-case scenario, but it shows the potential power of social 

media, and how important it is for a company to consider social media networks in relation 

to how they conduct business.  

 4.5 DISRUPTIVE TECHNOLOGIES AND DEVELOPMENTS 

As mentioned above, social media networks also enable incumbent banks to reach their 

customers in new channels. As these channels offers huge amounts of data which may 

provide incumbent banks with valuable insights, they are extremely important in the advent 
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of these companies themselves entering the industry. However, the incumbent banks 

current legacy systems are currently not able to utilize and monetize the massive amounts 

of data they attain through their own banking- and social media-platforms.  

 

Incumbent banks´ core operating systems are increasingly outdated, and in some cases 

date back to the 1960´s (Heidmann, 2010). These legacy systems hinder the incumbents 

to reach the level of the expected digital experience the consumers today expect. As such, 

leveraging the use of APIs demands a digital transformation of their current IT-systems. 

Transforming the IT-systems would also increase the agility by responding more quickly to 

the changing environment.  

 

The increasing importance of big data analytics is another factor revealing the 

weaknesses of incumbents relative to their competitors. Big data enables companies to 

utilize and monetize on the data they possess, and has become an important asset for 

businesses today. By utilizing the massive amount of data, the company can possibly gain 

valuable insights regarding consumer patterns, and utilize this to provide superior user 

experiences (EVRY, 2016). As incumbent banks possess huge amounts of data, they 

have an opportunity to utilize this data and thus tailor user experiences, which consumers 

are increasingly expecting. However, the outdated legacy systems of the banks again 

prove to be a hindrance, and if the incumbent banks are to compete with BigTech 

companies like GAFA, it is decisive that the IT-systems are revitalized. 

 

Even though the concept of Internet of things (IOT) has gained massive popularity, mainly 

in the recent years, IOT has in fact been present in the financial services industry for a 

long time. IOT refers to sensors and actuators embedded in physical objects, which are 

linked through wired and wireless networks (McKinsey, 2015). Today, one might think of 

physical objects in people´s homes as examples of IOT, but the ATM is in fact also an 

example of IOT. IOT represents the convergence of a host of different technologies, real-

time internet analytics, machine learning, sensors, cloud computing etc. As consumers 

embrace IOT-products like for instance smart wearables like the Apple Watch, massive 

amounts of data are generated. This data may prove to be extremely valuable as it helps 

companies to further attain insights and customizing superior customer experiences.    
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The introduction of AI may be part of the solution for the incumbents. AI has already made 

its mark in the industry in the form of chat bots and robot-advisors. These AI technologies 

employ machine learning which enables the AI to constantly learn and process 

information. According to a survey conducted by Accenture, 79 % of the respondents said 

they believe AI will revolutionize the customer interactions and how customer information 

is gained (Accenture, 2017). By implementing AI, the incumbent banks will be able to 

provide consumers with more personalized services, which we have seen is of increasing 

importance.  

 

AI is however not only disrupting the front-end of banks. It is expected that AI can support 

bank´s finance teams in restructuring the operating models and processes. Considering 

the agility of the new entrants and the changing customer expectations, the importance of 

restructuring “the inside” is severe. Digitalization should happen both on the inside and on 

the outside to keep up with the changing environment, and AI may prove to be a truly 

valuable tool for incumbent banks in their quest to do just this. The challenge for banks 

related to AI is how to re-organize their operational models to take advantage of the 

capabilities AI offers (Forbes, 2017). 

 

The increasing adoption of cloud computing does also have the potential to assist banks in 

re-structuring their organizing models and IT-systems. Cloud-based software contributes 

to increased agility for a company, and are at the same time cost-efficient. However, there 

are not only upsides with this technology. Implementing cloud-based software demands 

huge initial investments, and there are many unanswered questions related to regulation 

and security. However, overall cloud IT infrastructure spending grew by 26 % in 2015, 

reaching US $33,4 billions (Pwc, 2016). In other words, the cloud is here to stay. Today, 

several incumbent banks are selling their infrastructure as a service to third parties by for 

instance providing the payments infrastructure for FinTechs etc., and leverage cloud 

computing.  

 

The sharing economy is yet another factor with potential repercussions for the financial 

services industry, both directly and indirectly. Sharing economy is an environmental trend 
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which have increased heavily during the last decade. Due to the general digitalization of 

media and social media, sharing economy has increased in popularity (Saussier, 2015). 

Sharing economy services have already entered the industry in the form of services like 

crowdfunding, P2P lending, social investing etc. Crowdfunding and P2P lending enables 

consumers to obtain funds and/or lend from each other. Often, these services are cheaper 

than services offered by traditional banks, and as such provide consumers with a strong 

incentive to change their lending portfolio. Furthermore, Schei Martinsen of MobilePay 

notes: 

 

FinTechs are dependent on financing when they grow. As bank´s traditionally are quite 

risk-averse, I believe that other financial actors and services as crowdfunding will be of 

significance, as the risk can be allocated to several financers (A. Schei Martinsen, 

interview, April 21, 2017). 

 

Naturally, the growth of these services is not unproblematic as they aren´t necessarily 

governed by the same regulations as traditional banks are exposed to, which introduces 

an aspect of uncertainty. However, studies have shown that the failure default rate on 

credit in fact is lower among P2P-providers than traditional banks, and if this trend 

continues the scale of this service might be substantial. According to Accenture (2015), 

lending is the business segment which is likely to be least affected by disruption, as banks 

are still able to offer competitive loans at scale. However, the interest spread is expected 

to decrease as customers demand transparency, and competition from new entrants 

intensifies. (Accenture, 2015).  

 

Incumbents are also impacted indirectly with the trend of decreasing patterns of 

ownership. With the increasing popularity of car-sharing, the number of cars on the road is 

decreasing. A substantial decrease in ownership of cars will reduce car mortgages and car 

insurance substantially, which provides yet another incentive for the incumbent banks to 

rethink their organizing and revenue models. 

 

The arguably most hyped technology these days it the distributed ledger technology. The 

definitively most apparent example of DLT is the Blockchain, which is heralded as the fifth 
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disruptive computing paradigm (EVRY, 2015). The underlying technology of Blockchain is 

complex and hard to grasp for average Joe. Because the technology is understood and 

utilized by a very limited number of people, the possible effect that the Blockchain may 

have overall is severely uncertain and ambiguous. What we do know though, is that the 

Blockchain technology leads to disintermediation of intermediaries, and aims to 

decentralize power as well as securing ownership and property rights. Cryptocurrencies is 

a concept which have managed to utilize the blockchain. Today, the two cryptocurrencies 

Bitcoin and Ethereum are the most significant cryptocurrencies out there. These 

currencies have the power to potentially obsolete currencies as we know it today, and as 

such presents a huge treat to incumbent banks, which base their business on traditional 

currencies. The Blockchain-technology and reach of cryptocurrencies should be grasped 

and implemented accordingly.  

4.6 SUMMARY 

The above discussed intensified competition, increasing regulation and de-regulation, 

changing consumer behavior as well as the new technologies and developments, have 

several implications for the incumbent banks. The previously well-protected incumbents 

are now being attacked from all angles, and they can no longer rely on consumer loyalty 

and satisfaction due to lack of other options. The growing number of diverse competitors is 

increasingly offering superior customer-centric products and services, which are gaining 

popularity among banking consumers. However, it does not end there. The upcoming 

implementation of the payment directive PSD2 in 2018, introduced by the European 

Union, forces banks to open their application programming interfaces (APIs) which fuels 

the threat from the new entrants. A significant number of the new entrants are deploying 

disruptive technologies like AI, cloud computing and IOT, to achieve lean operating 

models and superior front-end services. The incumbent banks have the same opportunity 

to exploit these disruptive technologies, but their philosophy of constantly building new IT 

systems on old layers of current systems have left them with heavily outdated core legacy 

systems. As such, exploring and exploiting the new technologies demands a 

transformation of the back-end of incumbent banks. 

To cope with the fact that the value proposition of existing banking products and services 

are being digitally disrupted, the incumbent banks need to deal with the underlying drivers 
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affecting the value proposition. We argue that there are three main drivers affecting the 

value proposition, namely the intensified competition of the industry, the use of new and 

advanced technologies, and the changing consumer behavior. In addition, we believe 

these are manageable for the incumbent banks, as opposed to global trends like for 

instance the sharing economy. 
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5.	CASE	STUDY	
This chapter presents the two case companies, DNB and Nordea. A brief introduction of 

the two banks and their digital focus is presented, as well as their external innovation 

activities, which is the main focus of the following analysis. 

5.1 DNB  

DNB ASA, short for “Den Norske Bank (The Norwegian Bank)”, was established in 1822 

and is today the largest financial services group in Norway with combined assets of 2 931 

billion Norwegian kroners in total. The DNB Group offers a complete set of financial 

services within loans, savings, investments, payment transfers, advisory services, real 

estate broking, insurance, and pension products, for both individual consumers and 

corporates. The Norwegian government is the largest shareholder with 34% of the total 

shares (DNB, 2016A).  

 

DNB hold the greatest market share in Norway as shown in the graph below, both within 

gross lending (28% market share) and deposits from customers (41% market share), and 

is also the largest Norwegian bank measured by total assets. Hence, DNB can be 

considered a market leader within the Norwegian banking industry, a position they have 

held for several years (Finans Norge, 2017). 

 

 
 
 
 
 
 

 
 
 
 
 

Figure 4: Norwegian market shares. Authors´ contribution based on 
data from Finans Norge, 2017. 
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Digitalization in DNB 
In an interview with Halvor Lande, head of Digitalization and Business development in 

DNB, he states that the DNB Group has an ambition to become one of Europe’s leading 

technology companies.  

 

In order to conquer the competition, our ambition is to become one of Europe’s leading 

technology companies” (Halvor Lande, in DNB, 2016A, p.107). 

 

Almost everyone working in DNB are affected by digitalization, and over one thousand 

people have digitization and digitalization as their main tasks. These people are distributed 

evenly between the business departments, and the information technology and operations 

department. During 2016, DNB invested 600 million Norwegian kroners in digitalization 

(DNB, 2016A). The process of digitalization in DNB is focused on four areas, which are 

illustrated in the figure below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Rune Bjerke, CEO of DNB, is proactive in his thoughts about the future and about how he 

wants the bank to change. Bjerke states that: 

 

The entire bank needs to work differently and think digitally in everything we do, if we want 

to avoid being disrupted (Bjerke, in Trumpy, 2016, ¶2)  

Figur 1: Digitalization of DNB (DNB, 2016). Own Contribution 

 

Figure 5: Digitalization in DNB (2016A). Authors contribution. 
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DNB have already started digitalizing their services, and have for the past few years had a 

clear strategy to decrease the number of branch offices and guide their customers to use 

digital banking services. The number of branch offices has decreased from 116 to 57 in 

the first half of 2016 and there has been a downsizing of staff of 600 people. Cost 

reductions and more operational efficiency are said to be the underlying drivers. Trond 

Bentestuen, Group executive Vice President in Personal Banking in DNB since 2013, 

states that:  

 

We could not predict the dramatic change in consumer behavior over the last years. Out of 

all customer traffic, only 1 percent went through our branch offices...The development over 

the last two years have showed that consumers want more contact than earlier, but in a 

completely different way. They want access to the bank 24/7, and use their mobile phones 

to everything from paying bills to apply for mortgages... (Bentestuen, in Hoemsnes, 2016, 

¶2). 

 

Benestuen further highlights that one of the main challenges in the years to come is to 

make sure that “…digitalization makes us more personal in meeting the consumers, not 

less” (Bentestuen, in DNB, 2016A, p.35) 

 

An analysis of consumer communication shows that consumers are contacting DNB 

through digital channels. In 2016, DNB had close to 350 million digital meeting points. 200 

million of these were by mobile phone, which shows just how important this platform has 

become. DNB also has the largest banking platform in Norway, with more than 200 million 

visits per year. In 2016, 73% of these visits were by mobile, while the rest was through 

web. This is an interesting development, as 99% of the visits where done by web in 2010. 

This statistic entails two important takeaways. The willingness of adaption among the 

Norwegian consumers seems to be very high, and DNB seems to succeed with their 

mobile services value proposition. The mobile banking platform is definitely at the core of 

the digital banking experience and an important asset for DNB (DNB, 2016A).   

 

DNB have initiated several innovative efforts to meet the digital disruption of the industry. 

During the last years, DNB have developed several new services, intended to make life 
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easier for their customers. For example, DNB delivered a new service where consumers 

can increase their existing mortgage in a fully automated process, a good example of 

implementation of automation technology (DNB, 2016A). However, it is Vipps that is the 

innovation flagship when looking at innovation in DNB.  

 

Vipps 

Vipps is a digital payment solution for smart phones, developed by DNB and released to 

the Norwegian market 30th of May 2015. The solution allows users to transfer money 

directly to a receiver’s phone number instead of an account number. When launched, 

consumers had to pay 1 Norwegian Krone for each payment less than 2000 NOK. 

However, the Danish solution MobilePay developed by Danske Bank was launched as a 

free service shortly after the launch of Vipps, which forced DNB to remove this fee. In 

addition to making the service free, DNB put in a considerable amount of capital and 

resources into marketing. By aggressively attacking the market, DNB managed to capture 

the mobile payment market, and over 2 million Norwegians use the service today. 

Approximately 70 000 Norwegians are using Vipps every day, and the average transaction 

is 370 Norwegian kroners. Vipps has been DNBs most successful digital innovation so far 

in terms of numbers of users (Havnes, 2017).  

 

In an interview with Liv Fiksdahl, head of IT and Operations, she states that the future of 

Vipps is unknown and compares it to a newborn baby with the whole life in front of it. 

 

Today, Vipps is a payment solution, but we do not know what it will become in the future. It 

is like a newborn baby, it has to go through both childhood and puberty before it is fully 

developed (Fiksdahl, in Henriksen, 2016, ¶5)  

 

However, in February 2017, it was announced that DNB had made an agreement with 105 

Norwegian banks in a collective effort to further develop Vipps. It is expected that the 

competition from MobilePay, where Nordea joined Danske Bank, together with the 

increasing competition from new entrants in the payment market like Facebook and 

Google, was the cause for the collaborative effort around Vipps. This is a great example of 

the increasing competition and collaboration between incumbent Norwegian banks. 
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DNB further seeks to develop Vipps as a payment platform. In May 2017, VippsGo was 

launched. This extension allows consumers to not only transfer money to each other, but 

also to pay in stores. Furthermore, according to Fiksdahl, when DNB “start with cloud-

based operations of Vipps, we will get the opportunity to upscale faster and think bigger” 

(DNB, 2016A, p.48)  

 

Internal innovation at DNB 
DNB have developed something they call “The Digital Floor” or “the digital dream factory”, 

which is the name used internally by DNB. This is an entire floor at their main offices in 

Bjørvika, Oslo. The floor is designed with big, open spaces and meeting rooms, padded 

windowsills to sit in, white wall surfaces where you can write, color and draw patterns, all 

to inspire creative activity (Henriksen, 2016).  

 

Fiksdahl further elaborate on why DNB assigns a whole floor and a significant amount of 

resources to a digital floor:  

 

Everything is going much faster today. If we are to maintain and strengthen our 

competitiveness and continue to be in front of the digital development, we need to shorten 

time from idea to product. That is what we are facilitating here. The floor should be an 

arena for creativity and idea development, for interaction across areas and new ways to 

work (Fiksdahl, in Henriksen, 2016, ¶10) 

 

The projects getting access to the digital floor are the fore front pilot projects, which are to 

be completed within a time-horizon of three to six months, due to the time pressure 

incumbent banks are facing. The ideas will be developed in collaboration with IT-experts, 

suppliers, different business areas, and customers (Henriksen, 2016).  

5.1.1	External	innovation	activities	in	DNB		

DNB have initiated several external innovation activities.  

 
DNB NXT Community  
DNB NXT Community is a digital platform where entrepreneurs and investors can meet, as 

well as finding information about the competencies available at DNB. As a member of DNB 



   
 

 
 

 

49 

NXT Community, you can join closed groups, start discussions, join discussions and more. 

Through talks with entrepreneurs and investors, DNB understood that there was a need 

for a digital place where they could meet to exchange experiences and exploit the banks´ 

knowledge (Weldeghebriel, 2017). 

 
Benedicte Schilbred Fasmer, head of Corporate Banking in DNB, says: 

 

DNB has Norway’s largest network of entrepreneurs and start-up companies – and 

investors. It is then natural for us to establish meeting places where good ideas meet 

capital” (DNB 2016A, p.18).   

 

DNB NXT Accelerator  
In the end of 2016, DNB took DNB NXT one step further and launched DNB NXT 

Accelerator in collaboration with Norway’s largest incubator, StartupLab (StartupLab, 

2017). The objectives of the accelerator are stated as:  

 

1) Increase the pace and reduce the time-to-market by securing critical hires and putting 

together an optimal team, 2) Explore the possibilities for cooperation with DNB, 3) Get 

customers and end-users that stick with the product, 4) Be introduced to potential 

investors and 5) This will effectively lay the foundation for future funding (StartupLab, 

2017).  

 

Examples of relevant startups are consumer and B2B-services within lending, insurance, 

payment, wealth management, pension, digital banking solutions, investment, and trading.  

 

Furthermore, the accelerator aim to exploit new technologies. Relevant technologies are: 

 

Technologies within Big Data, advanced analytics, Machine Learning, Artificial 

Intelligence, Blockchain, beacons, Internet of Things and Virtual/Augmented Reality 

(StartupLab, 2017).  
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The chosen startups will have access to 800 000 NOK in a convertible loan from 

StartupLab and Founders Fund in exchange for a 7,5% ownership. The participants can 

further receive a 500 000 NOK grant from Innovation Norway, hence they can receive a 

total of 1,3 million NOK. DNB are providing both mentors and access to market knowledge 

to the selected startups. Furthermore, if DNB finds the right product they will help the 

startup find their first customers (StartupLab, 2017).  

 

CEO of DNB, Rune Bjerke, explains that he hopes the program ends up with new products 

or services for the banks customers:  

 

This is a new way of working. We give external environments access to the banks 

expertise and infrastructure. If it succeeds, we will probably launch some of the ideas as 

their first customers (Bjerke, in Trumpy, 2016, ¶3)  

 

DNB Labs  
DNB Labs is a place where DNB can get tips and input to run innovation in the bank. Nina 

Hareide-Larsen, head of Social Media in DNB, explains how they will collaborate with the 

customers: 

 

We want to let our customers tell DNB how it can become better. We do not have all the 

answers ourselves and need input on how we can improve what we have and to make 

completely new services, things we would not have thought of ourselves (Hareide-Larsen, 

in Weldeghebriel, 2017). 

 

DNB Labs was first introduced in 2012, and was, according to Hareide-Larsen, a success. 

She states that DNB have great faith in their customers with respect to the contribution of 

innovative ideas, and that they will invite people in to solve real problems (Weldeghebriel, 

2017).  

 

An interesting notion here is the terms and conditions, which is the first thing that meets 

the eye when accessing DNB Labs. Through this statement, DNB are in fact able to use 

whatever they want of the contributions, without collaborating with the actual contributor.  
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You give DNB the right to publish comments, ideas, graphic, photos or other information, 

which is communicated to the bank through this web site. In addition to giving acceptance 

to publish, the rights to reproduce, edit, translate and update material. By submitting an 

idea, you grant DNB a non-exclusive right to use the material as DNB itself considers, 

without consideration or limitations of any kind. Users of this web site have no rights to 

claim DNB to use your idea, or implement the proposals submitted (DNB Labs, 2017).  

5.2 NORDEA 

Nordea is a Swedish born bank with roots going back almost 200 years, and the banks 

legacy include around 300 banks through mergers and acquisitions in the Nordic 

Countries. The Nordea group was created in 2001. The 2nd of January 2017, Nordea 

converted their subsidiary banks in Denmark, Finland, and Norway, into branches of 

Nordea Bank AB. This was done to enable a “one bank”-operating model, which will focus 

on delivering the best possible experience for their customers (Nordea, 2017X).  

 

Nordea is today one of the ten largest universal banks in Europe measured in total market 

capitalization, and is on the list of global systemically important banks (J. Holst, interview, 

July 21, 2017). The bank has approximately 10 million individual consumers; it operates in 

16 countries with 600 branch offices with a net profit of 3766 million Euros (Nordea, 

2016A). In 2016, Nordea and DNB made an agreement to combine their operations in 

Estonia, Latvia, and Lithuania. This enables the two banks to become the market leader 

for customers in the Baltics (Nordea, 2017X1).  

 

Nordea´s vision is to be a Great European bank, acknowledged for its people, creating 

superior value for customers and shareholders (Nordea, 2016B, p.1). Nordea has several 

strategic initiatives to meet the customer vision, as well as driving cost efficiency, 

compliance and judicious capital management (Nordea, 2016A).  
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Strengthening the customer-centric organization is about facilitating a sharp customer 

focus. To enable this, Nordea now operates with four business areas to reflect the unique 

needs of each segment. The four areas are personal banking, commercial and business 

banking, wholesale banking and wealth management. Digitalization and distribution 

transformation is a strategic priority because digitalization is perceived as one of the main 

drivers of the changing environment (Nordea, 2016A).  

 

Customer preferences and expectations on accessibility, and easy-to-use and 

personalized services, drives the digitalization. Nordea has started a transformation to 

become a complete digital bank from 2016 to 2018. One main transaction here is the 

establishing of e-branches. “One Bank” relates to the conversion of the Norwegian, Danish 

and Finnish subsidiary into branches of the Swedish parent bank. This was done to 

simplify the legal structure to reflect Nordea’s Nordic way of operations. The objective is to 

increase agility, efficiency, and economies of scale (Nordea, 2016A).  

 

With “One Bank”, Nordea will simplify cross-border banking for their customers, as well as 

enabling them to use the full expertise of One Nordea. Simplification relates to simplifying 

their operations to meet the rapid changes in customer preferences, especially in relation 

to digital distribution. Nordea have created a new core banking and payment platform, as 

well as a group common data warehouse. The aim of this initiative is to increase the 

Figure 6: : Nordea’s strategic initiatives (Nordea, 2016A). Authors’ contribution. 
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agility, economies of scale, and resilience, while also reducing complexity (Nordea, 2016A, 

p.8).  

 

Cultural transformation is in the midst of the strategic initiatives. Nordea recognize that 

they need to change the mindset and behavior to adapt to the changing industry and 

customers’ needs. A cultural journey is started with the belief that no business 

transformation will be successful if the humans behind do not transform. Nordea’s culture 

should define who they are, what they stand for, how they behave, and how they decide 

what is right (Nordea, 2016A). 

 

Digitalization in Nordea  
Nordea states that they are undergoing the largest technical modernization in newer times. 

An investment of 1 billion Euros is made in its banking and payments software. One of the 

main focus areas is changing the legacy platforms (Peyton, 2016). Among 80% of the 

project is aiming at the implementation of a new and shared core-banking- platform with 

e.g. loan products, customer information and transactions. Nordea have systems as old as 

20 to 30 years, which are barriers for innovation today (Elkjær, 2016).  

 

Nordea will stay in the forefront as a digital relationship bank. They highlight four factors of 

why Nordea innovates, depicted in the figure 6 (Nordea, 2017X2) 

 

 

 

 

 

 

 

 

 

Digitalization is found as the main driver in all business areas, and the use of online and 

mobile banking is growing. Nordea offers their customers e-Branches and remote 

meetings, and these are key initiatives to improve accessibility for customers. In October 

Figure 7: Nordea’s four factors of innovation (Nordea, 2017X2). Authors’ contribution 
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2016, Nordea joined Danske Bank in a partnership around MobilePay in Denmark and 

Norway (Nordea, 2016A).  

CEO in Nordea, Casper von Koskull, says that Nordea will keep investing in digitalization. 

 

Nordea invests around 900 million euros into the digital world every year; we did it last 

year, we will do it this year, and we will do it again next year. That makes us one of the 

biggest investors in almost any sector in the Nordic region, and certainly the biggest 

FinTech in the region (Von Koskull, in Nordea, 2017X5, ¶7). 

 

Partnerships are at the core of Nordea’s banking philosophy as they seek new partners, 

new ideas, and new business models to delight their customers with innovative products 

and services. Von Koskull sees customers banking via an ecosystem of players. Some will 

run the customer interface, while others will deliver specific products or the underlying 

infrastructure (Nordea, 2017X5, ¶4).  

5.2.1	External	innovation	activities	in	Nordea	

Nordea Startup Accelerator  
The Nordea startup Accelerator is a three-month program designed to grow Fintech 

startups, and it is the largest of its kind in the Nordics. It is a collaborative effort between 

Nordea experts from the digital banking unit (founded in 2014), Nestholma Venture 

Accelerator, and Fintech experts in the Nordics. Each selected startup will receive 12 000 

Euros (Nordea, 2017X3). Nordea, as many other banks, have begun to cooperate with 

startups as this is seen as key to innovation in the financial services industry. Nordea is 

looking for 10-15 companies to help developing new digital services, as a means to offer 

customers what they want (Haaramo, 2015).  

 

Christian Bornfeld, previous head of Digital Banking in Nordea, now Chief Operations 

Officer for Personal, Business and Commercial Banking, explains why Nordea created an 

accelerator program: 

 

We need to rethink the way we are developing banking going forward. Where the new 

thinking is coming from now is from smaller companies around banking. We have seen a 

more vibrant FinTech community and startups pop up in the Nordic region during the past 
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few years. So, an accelerator program seemed like a very good match (Bornfeld, in 

Haaramo, 2015, ¶2).   

 

The program is focusing on the development of novel innovation for payments, savings 

services, customer experiences, and digital customer interaction. The startups are given 

workspace, coaching, access to banking experts, resources, and the relevant APIs, as well 

as a seed investment of somewhere between 6000 to 100 000 Euros (Haaramo, 2015). 

 

Nordea Open banking  
Nordea has, as the first bank in the Nordics, decided to create an open banking project to 

comply and go beyond compliance for the new payment service directive, PSD2. Jakob 

Holst, strategic business developer within Nordea Open Banking, says that it was a 

strategic choice to be the first Nordic bank to publicly state their project.  

 

Nordea decided, around April-May last year, to do a strategic choice. We wanted to be the 

front-runners in the Nordic Banking market, so we established our open banking project 

with support from the top management in Nordea. We got money, a budget and funding. 

And since that, we have continued to grow. Today, we are about 100 people working on 

the project (J.Holst, interview, July 21, 2017). 

 

Through Nordea Open Banking, Nordea is providing access to their Payment Initiation API 

to initiate payments through their application or web service, and to their Account 

Information API to access account data. The Open Banking portal is targeted towards 

external developers, innovative third parties and FinTechs (Turunen, 2017). This can be 

both software developers and companies, where software developers in fact are a subset 

of companies, according to Holst. Hence, Nordea seek both potential competitors and 

users to contribute to the project. 

 

We want to invite both individuals and big multinational software companies like SAP and 

Microsoft. We want to be accessible for everyone who wants and who think it might be fun 

to play with APIs. We do not want to exclude anyone. However, Nordea expect that it will 
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be mainly software developers inside larger companies who will be developing APIs (J. 

Holst, interview, July 21, 2017).  

 

An interesting notion here is that the third parties also can be developers within Nordea. 

According to Jarkko Turunen, head of Open Banking in Nordea, Nordea sees the project 

as an opportunity to increase their collaborative efforts and believe, that by opening their 

APIs, customers will be the ones who benefit. 

  

We see this as an opportunity to embrace the changing landscape. Our goal is to 

strengthen our collaboration with FinTechs and go beyond the regulation by providing 

premium APIs, which fits the needs of customers. Open Banking will provide our 

customers with various new products and services, while keeping the customers firmly in 

control of what data they wish to expose and which products they wish to use.  Nordea will 

continue to be a relationship bank and as such we are putting our customers first 

(Turunen, in Nordea, 2017X4, ¶6). 

 

Nordea Open Banking is integrated in Nordea as an independent project, divided into 

different elements. One sub-element in the project centers around how Nordea´s API 

platform will communicate with their legacy systems. One of the teams who are working 

with the open banking project exclusively work with the integration of the legacy systems. 

Another team works with the legal part, which is about understanding all the legislative 

consequences of PSD2 and the regulatory technical standards (J. Holst, interview, July 

21, 2017).  

 

The Open Banking pilot project was an immediate success in terms of external initiatives. 

In only three days, 300 initiatives had signed up, and after a couple of weeks 700 had 

applied to become part of the pilot program. Among these, 5-7 parties from the four Nordic 

countries were chosen to verify that the sandbox works as planned, that the 

documentation is correct, and that the third-party system is functional. It is expected that 

the Open Banking project will mass on-board from August 2017.  
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6.	CASE	ANALYSIS		
The analysis in this thesis is two folded. The first part analyzes how DNB and Nordea are 

obtaining innovation from external sources. The second part analyzes how the outcome of 

obtaining these innovations may cope with different decisive factors of digital disruption in 

the financial services industry, presented in chapter 4 of the thesis.  

6.1 HOW DO DNB AND NORDEA OBTAIN INNOVATION FROM EXTERNAL SOURCES? 

The case description of DNB and Nordea reveals that both banks indeed seek to obtain 

innovation from external sources through a range of initiatives. As such, we can argue that 

both banks have acknowledged that they are not able to enhance and sustain business 

performance by merely relying on their internal efforts to attain the necessary knowledge, 

resources, and capabilities needed for the future. This aligns with Dahlander & Gann 

(2010) who state that no single firm can innovate on their own if they are seeking to 

sustain business performance, and thus the firm must acquire ideas and resources from 

external paths.  

 

As is evident in the theoretical framework, the first step in the process of being able to 

leverage the external sources of innovation is to obtain them. Obtaining innovation from 

external sources includes the following activities: searching, enabling and filtering, and 

acquiring, whereas each category has specific mechanisms and conditions (West & 

Bogers, 2013), which will be analyzed in the following.  

6.1.1	Searching	for	external	sources	of	innovation		

The first step in obtaining innovation from external sources into the firm is to search for 

them, which includes the process of identifying and sourcing. When looking at the case 

study, DNBs search for external sources of innovation seems to be aimed at customers, 

users, and other companies, which may or may not be competitors. As for Nordea, their 

search for external sources of innovation seems to be focused on other companies, which 

may or may not be a competitor, and users, exclusively.  
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The case study shows no indication of DNB or Nordea having a formulated and defined 

search strategy. Facilitating the search for external sources of innovation may be a 

complex and costly process. However, researchers have identified specific methods a firm 

can employ during this process (West & Bogers, 2013). The increasing emergence of 

information and communication technology (ICT) enhances the access to external sources 

of innovation as firms now can both create and access online communities and platforms 

where extensive knowledge, information, and technology can be found.  

 

It is found that both case companies extensively exploit ICT in their quest to access the 

external sources. Even though there are benefits in relation to the generation of e.g. a 

large volume of potential ideas, too much input through these new channels may 

potentially pose a challenge for DNB and Nordea to find what they are looking for. 

 

Following West & Bogers (2012) firms can source anything from actual innovations, 

technical inventions, knowledge, market knowledge, and other possible valuable 

information the firm can utilize in the innovation process. There are four external sources 

that have received an increased focus in literature. These are competitors, customers and 

users, suppliers and universities.  

 

Below, we will analyze how DNB & Nordea respectively, enable and filter, and acquire 

innovation from these four external sources.  

6.1.2	Enabling	and	filtering	innovation	from	external	sources	

By revising existing research on the topic of enabling and filtering innovation, West & 

Bogers (2013) found that firms could use two mechanisms to encourage the creation of 

innovation outside their boundaries: 

Figure 8: : External sources. Author`s contribution. 
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1) Providing effective monetary or non-monetary incentives based on extrinsic or intrinsic 

motivation 

 

2) Establish formal tools and processes by providing a platform for external stakeholders 

where they can share and create possible innovations.  

 

In a jungle of possible knowledge, ideas, and products, the necessity of identifying the 

most valuable ones is significant. As such, the issue of filtering is a key component when 

obtaining innovation from external sources. This process may take place outside the firm 

boundaries or inside the firm. For firms that rely on internal employees to do the filter 

processing, the gatekeeper role is of high importance (West & Bogers, 2013). 

6.1.2.1	DNB	
 

Enabling and filtering innovations from competitors  
Looking at competitors as an external source of innovation, we see that DNB use an 

offensive approach where they enable the obtaining of actual innovative technologies and 

products.  

 

DNB have, in collaboration with the largest incubator in Norway, StartupLab, created an 

accelerator program named DNB NXT Accelerator. Through this Accelerator program, 

DNB can identify start-ups, which may ultimately pose as direct competitors to DNB, as 

well as start-ups that utilize new technologies DNB may obtain and deploy in their own 

offerings. 

 

DNB encourages these start-ups to create innovation by providing them with access to 

mentorship and DNBs market knowledge. This aligns with West & Bogers (2013) findings 

on nonmonetary incentives based on extrinsic motivation. In other words, these start-ups 

are incentivized by the expertise DNB offers them through many years of banking 

experience. DNB require that these companies are willing to explore the opportunity of 

collaborating with DNB. To filter the most valuable innovations, it is explicitly stated what 

types of start-ups and technologies the program is looking for:  
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Consumer and B2B-services within lending, insurance, payment, wealth management, 

pension, digital banking solutions, investment and trading. Technologies within Big Data, 

advanced analytics, Machine Learning, Artificial Intelligence, Blockchain, beacons, Internet 

of Things and Virtual/Augmented Reality (StartupLab, 2017).  

 

Enabling and filtering innovation from customers 

Looking at customers, it is found that DNB use a more defensive approach than with 

competitors, as DNB mainly obtain knowledge from this source, and not technologies or 

products/services. This is enabled through a digital platform named DNB Labs. On this 

platform, DNBs customers can freely share ideas related to both suggestions for 

improvement for existing products and services, as well as thoughts on what they, as 

customers, would like DNB to offer.  

 

In order to obtain innovation and knowledge from customers, DNB needs to encourage 

them to contribute to the creation of innovations and sharing of knowledge on the online 

platform. This is done through nonmonetary incentives based on intrinsic motivation, as 

customers freely, and on their own initiative, share their ideas and thoughts with the aim of 

receiving improved financial service offerings tailored to their own wishes and needs. DNB 

Labs are moderated by employees from the customer- and social media-department in 

DNB, and project lead of DNB Labs, Mariann Berstad, screen these ideas to carefully pick 

the most valuable ones (Tretli, 2012).   

 

In other words, we can argue that Berstad acts as the gatekeeper of DNB Labs as her job 

is to filter the right innovative ideas and knowledge from the many contributions on the 

platform. 

 

Enabling and filtering innovation from users 

Looking at how DNB enable users to create innovations, we find that DNB have set up a 

platform named DNB NXT Community, where investors and potential entrepreneurs can 

meet and interact. DNB states that the goal with NXT Community is to connect potential 

investors with entrepreneurs who may have innovative ideas with commercial potential 
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(Weldeghebriel, 2017). The incentive for the two user-groups seems to be the possibility of 

obtaining funding for the entrepreneurs and the possibility of obtaining potential valuable 

business ideas for the investors. Following the logic of West & Bogers (2013), DNB 

incentivizes the two user groups to create innovation through nonmonetary intrinsic 

motivation. 

 

NXT Community poses as a paradox, as it appears to be an effort with the purpose of 

enhancing the perception of DNB and their brand. However, we find evidence that DNB 

also aim to utilize NXT Community in their quest of obtaining innovation from external 

sources. This will be further analyzed in the acquiring-section of the analysis.  

 

Researching the sport equipment field, Shah (2000) found that lead users who developed 

significant equipment innovations often ended up producing small volumes of their 

innovative equipment for purchasers. Given the condition that this finding can be 

transferred to the context of the financial services industry, we argue that the 

entrepreneurs engaging in NXT community may be categorized as lead-users. As with 

DNB Labs, the filtering of possible valuable information is handled by internal DNB 

employees.  

6.1.2.2	Nordea	
 

Enabling and filtering innovation from competitors  
Looking at how Nordea enable competitors and other companies to create innovations, we 

see that they utilize two specific initiatives; Nordea Startup Accelerator, which is similar to 

DNB NXT Accelerator, and Nordea Open Banking, which is quite distinct from any other 

initiative found in this analysis. 

 

The Nordea Startup Accelerator is a three-month program designed to grow Fintech 

startups, and is the largest of its kind in the Nordics. It is a collaborative effort between 

Nordea, Nestholma Venture Accelerator, and FinTech experts in the Nordics. The 

incentive for the start-ups to engage in this collaboration is both monetary and 

nonmonetary. The start-ups receive a monetary incentive in the form of 12 000 EUR, 

which represents a monetary extrinsic motivation according to West & Bogers (2013). In 
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addition, these start-ups get access to expertise, which may contribute to growing and 

commercializing their business, which represents a non-monetary extrinsic motivation 

according to West & Bogers (2013). With similarities to DNBs accelerator program, Nordea 

publicly state the types of startups the program seeks to filter possible contributions from.  

 

The accelerator program is focusing on the development of innovative solutions for 

payments, savings services, customer experience and digital customer interaction 

(Haaramo, 2015). 

 

In addition to sourcing from competitors through the accelerator program, Nordea have, as 

the first Nordic bank, initiated an Open Banking project. Nordea Open Banking is an open 

banking portal, targeted towards external software developers, innovative third parties and 

FinTechs (Turunen, 2017). We see the FinTechs as competitors, or potential future 

competitors. Through the open banking portal, Nordea enable these external sources to 

directly contribute with innovative services by offering access to the APIs for payment 

initiation and account information.  

 

Nordea provides nonmonetary incentives based on extrinsic motivation for the third parties 

by offering access to their customer base of 11 million customers, which is by far the 

largest in the Nordics. Opening the platform and enabling the necessary tools to build 

innovative services can also be perceived as a mechanism used by Nordea to enable the 

creation of external innovations. The Open Banking project was an immediate success, 

with several different third parties signing up. Nordea employees, who had worked closed 

with the development of the project, conducted the process of filtering applications (J. 

Holst, interview, July 21, 2017).  

 

Enabling and filtering innovation from users 

Including both individual software developers and companies in their Open Banking 

platform is a strategic choice by Nordea to avoid excluding any potential sources of 

innovation. The software developers can be potential users of new technologies and 

banking products, and are hence analyzed as users in the following. Looking at software 

developers, Nordea provides them with safe access to Nordea’s sandbox, which is their 
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internal testing environment. According to West & Bogers (2013), this is a nonmonetary 

incentive. 

 

Initially, Nordea chose 5-7 participants to participate in the beta pilot project in 2017. The 

choice was made by a limited number of internal employees within the Open Banking 

project. However, the plan is to include all 800 who signed up in the late summer of 2017 

(Holst, interview, July 21, 2017). As such, we see that Open Banking is in an exploratory 

phase where the importance of picking the right collaborators will be emphasized later in 

the project.  

6.1.3	Acquiring	innovation	from	external	sources		

Acquiring innovation from external sources usually involves explicit contracts and licensing 

agreements. This will depend on what the firm is acquiring, whether it is knowledge, actual 

products, or technology. 

6.1.3.1	DNB	
 

Acquiring innovation from competitors 

As stated above, DNB incentivize start-ups to create innovations. Specifically, this is done 

by offering them mentorship and access to market knowledge through the NXT 

Accelerator program. This collaboration with StartupLab may be classified as a strategic 

alliance as it involves no equity stake for DNB. CEO of DNB, Rune Bjerke explains: 

 

It will be very few costs for DNB in the initial phase. It will mainly be indirect costs because 

our employees are there to help and because we are giving access to our systems 

(Trumpy, 2016). 

 

The next step in the obtaining-process is for DNB to acquire the innovations these start-

ups produce or create. Bjerke, states that DNB are looking to acquire some of the 

outcomes from the program: 
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This is a new way of working. We give external environments access to the bank's 

expertise and infrastructure. If it succeeds, we will probably launch some of the ideas as 

their first customers (Bjerke, in Trumpy, 2016, ¶3). 

 

As such, DNB have the option to engage in contractual arrangements with these start-ups 

in order to acquire the innovations. This can be done through collaboration agreements 

such as e.g. a strategic alliance, or outsourcing-agreement. As of now, we have no 

empirical evidence suggesting that DNB are collaborating with any of these startups 

exclusively, but looking at what DNB themselves clearly states, we argue that the objective 

of the accelerator program is to either acquire these start-ups, or to collaborate with them 

with the aim of incorporating their service in to DNBs own organization and financial 

offerings.  

 

Acquiring innovation from customers  
As shown above, DNB incentivize their customers to share ideas and thoughts, which may 

or may not have innovative potential, through their online platform community DNB Labs. 

However, DNB still needs to acquire these ideas and thoughts to be able to leverage 

them. In the terms and agreement of the DNB Labs platform, it is stated that DNB basically 

have all the rights of everything that is posted on the platform:  

 

You give DNB the right to publish comments, ideas, graphic, photos or other information, 

which is communicated to the bank through this web site. In addition to giving acceptance 

to publish, the rights to reproduce, edit, translate and update material. By submitting an 

idea, you grant DNB a non-exclusive right to use the material as DNB itself considers, 

without consideration or limitations of any kind. Users of this web site have no rights to 

claim DNB to use your idea, or implement the proposals submitted (DNB Labs, 2017).  

 

As such, DNB can potentially acquire innovative ideas and knowledge from this 

community without any formal contractual agreement, if we overlook the customers’ 

acceptance of the terms and agreements of Labs.  
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Acquiring innovation from users 

Looking at users, we argued above that DNB incentivize users with respect to innovation 

through DNB NXT Community. We also stated that NXT Community offers a paradox, as it 

appears to be a tool for marketing and brand enhancement. However, DNB states the 

following in the terms and conditions: 

 

DNB requires the rights to use, develop and commercialize the concepts, ideas and 

suggestions that users publish on Community, without the user receiving financial 

compensation or other consideration for this (DNB Community, 2017). 

 

Clearly, we see that DNB preserve the right to utilize the ideas and knowledge shared in 

NXT Community. As such, we argue that DNB secure the possibility of acquiring potential 

valuable knowledge through NXT Community, without any forms of conflict. This is 

ultimately the tool enabling DNB to obtain external sources of innovation from NXT 

Community. 

6.1.3.2	Nordea		
 

Acquiring innovation from competitors  
As noted above, we argue that start-ups, which may or may not be future potential 

competitors for Nordea, are incentivized with both monetary and nonmonetary incentives 

to create innovations through the Nordea Startup Accelerator program.  

 

As this collaborative effort does not involve a direct and significant equity stake from 

Nordea´s side, we argue that it may be categorized as a strategic alliance. However, as 

Nordea themselves state, they are looking for 10-15 companies to help them develop new 

digital services (Haaramo, 2015). As such, it is reasonable to assume that some of the 

startups in this program may develop services, which Nordea ultimately may want to 

acquire.  

 

As of now, we have no empirical evidence suggesting that the program have resulted in 

Nordea acquiring, or collaborating with, any startups from the program, but if this will be 
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the case in the future, we argue that this will be done through direct acquisition or through 

collaborative arrangements like for instance a joint venture or a licensing agreement. 

 

In addition to the accelerator program, Nordea source innovation from competitors through 

the Open Banking project. As the Open Banking platform is currently in a beta stage and is 

yet to be fully launched, it is unclear how Nordea will acquire the innovations created by 

the third parties. However, it is stated that future financial solutions created will be built 

through collaboration and partnerships, and hence formal contracts (Nordea, 2017x6). 

As Open Banking is a relatively new concept, it is difficult to categorize this specific 

collaboration under the collaborative efforts offered by existing theory. However, we see 

that the initiative shares similarities with both a licensing agreement and an outsourcing 

agreement. Specifically, we argue that because the companies are given access to 

Nordea’s technology and APIs, it may be categorized as a licensing-agreement (Schilling, 

2013). 

 

In addition, Open Banking bear similarities to an outsourcing-agreement as it enables 

Nordea to potentially meet the scale of market demand without committing to long-term 

capital and resource-investments (Schilling, 2013). The developed offerings and solutions 

in Open Banking may prove to be valuable for Nordea, and as such Nordea may want to 

obtain a specific technology or offering from one or several of the companies. This may be 

done through setting up their own collaboration agreements, which in turn can take the 

form of a strategic alliance, joint venture, licensing-agreement, or outsourcing-agreement.  

 

According to Holst, Nordea will decide how to collaborate with third parties, dependent on 

the nature of the third party. The collaboration with a FinTech might therefore be different 

than a collaboration with a large enterprise like Microsoft, and this again will naturally be 

different from individual developers (J. Holst, interview, July 21, 2017) 

 

Acquiring innovation from users  
As mentioned above, the Open Banking platform is open for both companies and 

individual software developers. The software developers would in this case be 

characterized as users. However, as there are virtually no distinctions between the two 
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groups in relation to how Nordea acquire the technology or services, we refer to the 

paragraphs above as for how Nordea acquire innovation from through the Open Banking 

platform. 

6.1.4	Cross-case	discussion	–	Obtaining	innovation	from	external	sources		

Drawing on the findings in the analysis above, there are numerous interesting notions to 

discuss. The external innovation initiatives were first described, before the case analysis 

uncovered how innovation is obtained from the external source. The fact that there are 

observable similarities and differences between how DNB and Nordea obtain innovation 

from external sources, allows for a discussion on why that may be. Furthermore, there are 

observable differences between what is observed in the case study, and what theory 

states. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

6.1.4.1	Differences	in	use	of	customers 
With respect to differences between the two banks, one of the absolute key findings is that 

only DNB seems to actively obtain innovation from customers, whereas there is no 

evidence supporting that Nordea obtains innovation from customers. As illuminated in 

chapter 4, consumers in the financial services industry are increasingly empowered by the 

digital disruption of the industry. As such, it may be that DNB have realized the importance 

Figure 9: Obtaining innovation from external sources. 
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of customers to a higher extent that Nordea have. However, other findings related to how 

Nordea obtain innovation from external sources contradicts this, as a key feature of 

Nordea Open Banking is to offer their customers what they want. Is DNB then more 

customer-centric and Nordea more product-centric in their approach? Again, the fact that 

Nordea are building an open banking-platform contradicts this. On one level, one could 

argue that Nordea Open Banking eliminates the need of obtaining innovation from 

customers. However, we believe that the effect an open banking-platform will have on 

customer-centricity is yet to be unfolded, and are as such unable to draw any conclusions 

related to this. 

6.1.4.2	Differences	in	diversity	of	sources 
Another key finding is that DNB obtain innovation from a range of external sources, and in 

a range of different ways. By obtaining user-innovation through the online platform NXT 

Community, competitor-innovation through the strategic alliance NXT Accelerator, and 

customer-innovation through the online platform DNB Labs, it is evident that DNBs 

initiatives are relatively diversified, both in terms of the sources they obtain from, and how 

they enable and ultimately acquire the innovation. Nordea´s initiatives on the other hand, 

seems to be less diversified, as Nordea obtain user- and competitor-innovation through 

Nordea Open Banking, and competitor-innovation through Startup Accelerator. In other 

words, Nordea seems to emphasize (potential) competitors as a more suitable source of 

innovation. Given the fact that new competitors with superior value propositions are 

constantly entering the financial services industry, it is natural to assume that (potential) 

competitors are a suitable source of innovation for an incumbent bank.  

 

One key factor explaining Nordea´s emphasis on (potential) competitors may be their 

massive customer base of approximately 11 million customers. Gaining access to a 

massive customer base is likely to be a strong incentive for competitors and potential 

competitors of Nordea. As such, the case may be that Nordea perceive their customer 

base to be superior to any other player currently competing in the industry, and thus 

deems the investment into Open Banking and Startup Accelerator as both necessary and 

feasible. With a customer base of 2 million, DNB are by far outcompeted by Nordea in this 

sense. This allows us to wonder whether DNB have realized that they cannot compete 
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with Nordea in this sense, and as such have put less emphasis on competitors and 

instead diversified their efforts in obtaining innovation from external sources. 

6.1.4.3	Differences	in	incentives 
With respect to how the two banks enable and filter the obtaining of innovation, there are 

again evident differences. Even though both banks utilize a strategic alliance to obtain 

innovation from (potential) competitors, DNB also enable innovation from users through 

the online community NXT Community, whereas Nordea on the other hand utilizes an 

Open Banking-platform to enable user- and competitor innovation. Open Banking, which is 

argued to share similarities to both a licensing-agreement and outsourcing-agreement, 

incentivizes the users with non-monetary incentivizes by offering access to Nordea´s 

sandbox, whereas the non-monetary incentive for the competitors lies in the above 

mentioned 11 million customer base. Through Startup Accelerator however, incentivizing 

is both monetary through the grants startups are offered, and non-monetary in the form of 

industry expertise offered by Nordea to the potential participants. DNB operates solely with 

non-monetary incentives. Looking at users, the incentives lies in the potential of achieving 

financial backing by investors, whereas DNB´s industry- and strategic expertise represents 

the incentive for competitors. Lastly, we believe it is worth mentioning that DNB seem to 

be more cunning in their acquisition of external innovation as they operate with terms and 

agreements ultimately giving them direct access to user- and customer- innovation. 

6.1.4.4	No	equity	stake 
It is common for large companies to engage in equity investments related to innovation. 

However, apart from the small grants Nordea offer through Nordea Startup Accelerator, 

the above analysis does not indicate that any of the companies engage in such equity 

investments. Given the fact that banks traditionally have relied on themselves in terms of 

innovation, one may argue that there is no abnormality in this finding. As banks quite 

recently have taken considerable measures to outsource innovation in that sense, they 

might still be reluctant to engage in collaborative arrangements demanding significant 

equity investments. One other possible reason may be that both banks perceive the 

turbulence of the industry to be of such significance that large equity investments are 

deemed to be too risky at this stage. The digital disruption of the industry is unfolding, and 

the repercussions are still uncertain. A main feature of collaborative agreements involving 
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no equity stake is that it secures agility with respect to investments. As such, theory offers 

a possible explanation as to why neither of the banks is operating with equity investments. 

6.1.4.5	Both	banks	obtain	innovation	from	competitors 
As mentioned above, there seems to be a difference between Nordea and DNB with 

respect to the emphasis they put on competitor-innovation. However, the fact remains that 

both banks evidently obtain innovation from competitors. In the discussion of difference in 

emphasis, we illuminated the increasing entry of innovative competitors with superior 

value propositions. There seems to be a consensus in the industry around the fact that 

incumbent banks need to respond to this threat by either competing head-on, or choosing 

between a collaborative or co-opetitive solution. As both case companies have set up 

collaborations with the aim of ultimately engaging in collaborative arrangements with 

competitors and potential competitors, we may argue that banks in fact seems to prioritize 

a collaborative or co-opetitive agreement. The background illuminated the fact that the 

new entrants are cherry-picking the most profitable areas, and that the incumbent banks 

are virtually unable to respond to all these diverse attacks. As such, the decision to 

prioritize collaboration as opposed to competition might be a wise and strategic one.  

6.1.4.6	Both	banks	obtain	innovation	from	users 
Even though there are differences in the way DNB and Nordea enable and acquire 

innovation from users, the fact that both banks obtain innovation from users remains. 

Theory highlights the advantages of sourcing innovation from users, including their ability 

to perceive needs and solutions before the average user. Chapter 4 illuminated the 

emergence of new disruptive technologies and increasingly changing consumer 

expectations. The fact that both banks source innovation from users may point to the fact 

that both DNB and Nordea believe users are able to provide them with ideas, knowledge, 

and in Nordea’s case actual innovations, which can be utilized to provide more customer-

centric solutions and valuable capabilities in their quest to include these disruptive 

technologies in both their back-end and front-end offerings. As both banks operate with 

outdated legacy systems, the importance of upgrading these systems to ensure agility 

cannot be underestimated. The back-end systems do also impact front-end systems as 

the two are communicating with each other. To fully exploit possible front-end offerings the 

banks ultimately might access from users, the alignment between front-end and back-end 

systems are key. Both banks seem to have realized this. 
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6.1.4.7	Differences	from	theory		
 

Search strategies  

According to theory, obtaining innovation from external sources starts with the process of 

searching for the appropriate sources. As such, companies often have an outspoken 

search-strategy, ensuring that they utilize the right sources. One important takeaway with 

respect to our analysis is that neither DNB nor Nordea seem to have an outspoken search 

strategy. However, as there are observable differences between the two in terms of both 

facilitating the obtaining of innovation and the sources they obtain from, one may argue 

that there are differences in the way they search for these external sources. If the 

difference does not lie in their search strategy, it is probable to assume that the difference 

is due to internal resources and/or differences between the internal departments of each 

bank. 

 

Suppliers and universities as sources of innovation 
In our analysis, it is found that the two banks source innovation from customers, 

competitors, and users. However, none of the banks seem to source from suppliers nor 

universities, which theory finds to be equally important sources of innovation. Especially 

the potential of supplier sourcing is increasingly being deemed to be as important as 

sourcing from customers. Admittedly, the companies engaging in both the accelerators 

and the open banking-platform, may end up as suppliers to the bank, but at this point, our 

data indicates no evidence of sourcing innovation from suppliers. One factor explaining 

this, may be the nature of the suppliers in relation to the digital disruption of the industry. 

Incumbent suppliers may be perceived as insufficiently valuable with respect to producing 

innovative and customer-centric solutions. Furthermore, their capabilities related to the 

new disruptive technologies may also be thought to be insufficient. Thus, one might argue 

that banks prioritize sourcing innovation from the three above-mentioned groups, as their 

current suppliers are perceived to be unable to deliver radical innovations. 

 

When studying the two case companies, no evidence of collaborative efforts with 

universities was found. Scientific institutions have gained a lot of attention within the open 

innovation paradigm, and it is said that learning alliances between industries and 
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academia can increase flexibility and speed of innovations. However, neither DNB nor 

Nordea is collaborating with universities. 

 

One potential reason for this might be due to the different focus of academic and corporate 

research. As seen in chapter 4, the digital disruption of the financial services industry is 

happening fast and it is happening right now. If incumbent banks are seeking to survive, 

they need to adapt to the new environment, which entails delivering innovative products 

and services at the same speed as their agile competitors. However, research from 

academia is often long-term oriented and rarely result in commercialization, according to 

Harryson et al. (2008). 

 

Theoretical shortcomings in defining Nordea Open Banking 
In the above analysis, Nordea Open Banking is said to share similarities to a licensing 

agreement and outsourcing agreement. With respect to chapter 2, Nordea Open Banking 

as a collaborative arrangement seems to be unexplainable. However, given the fact that 

Open Banking is a relatively new concept, it is reasonable that current theory is insufficient 

in terms of explaining Open Banking. This leaves us with an ambiguous view of how Open 

Banking as a collaborative arrangement may potentially cope with digital disruption. 

 

6.1.5	Sub-conclusion	–	Banks	obtaining	of	innovation	from	external	sources		

Sub-question 1 sought to answer, “How do banks obtain innovation from external 

sources?” The case analysis of DNB and Nordea have showed that the two banks obtain 

innovation from several external sources and that they acquire both innovation in form of 

products, technologies and services, as well as knowledge and ideas as input to innovate. 

They also ensure that they can acquire the innovation source if necessary, which is 

especially the case for FinTechs, which may be potential future competitors. 

 

Banks seem to obtain actual innovations from competitors in form of novel products, 

technologies and services, while customers and users contribute with ideas and 

knowledge. The biggest difference in the two cases is the open banking project by Nordea, 

where Nordea seek to obtain innovation from both competitors and users. However, these 

innovations do not necessarily become the property of Nordea, which is an interesting 
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notion. The analysis further shows that banks are not currently using universities as 

external sources of innovations. It might be that DNB and Nordea are avoiding universities 

as collaboration partners for innovation due to the current need for innovation output. The 

research conducted by these public institutions does not match the need for innovations 

today.   

6.2 HOW MAY THE OUTCOME OF BANKS` OBTAINING OF INNOVATION FROM EXTERNAL SOURCES 

COPE WITH DIGITAL DISRUPTION?  

Chapter 4 in this thesis described how the financial services industry is being digitally 

disrupted by new technologies, an intensified competitive environment and changing 

consumer behavior, affecting the value proposition of existing banking products and 

services. When companies are facing fast changing and turbulent environments, 

innovation becomes crucial for both survival and competitive performance. 

 

Through inbound open innovation, banks get the opportunity to exploit knowledge and 

technologies available outside the organization boundaries. From the analysis above, it is 

evident that both DNB and Nordea seek to obtain innovation from external sources. But 

how may this help a bank cope with the digital disruption of the industry? That is what we 

seek to analyze in the following section. We look at the three different external sources 

found in the first analysis; competitors, customers and users, and analyze how the 

obtaining of innovation from these sources may cope with digital disruption. 

6.2.1	Obtaining	innovation	from	competitors	

The fact that both DNB and Nordea have history dating back more than a hundred years, 

their experience in banking within the financial services industry must be said to be 

superior compared to most of their competitors. However, as the case study showed, both 

banks are ultimately a result of numerous acquisitions of other banks, DNB and Nordea 

possesses IT legacy systems which are both outdated and inefficient. Even though the 

systems are relatively well functioning, the challenge lies in synchronizing the new front-

end systems to the back-end systems. Years of incremental changes have led to complex 

systems only a few people grasp, and as such these legacy systems creates potential 

barriers for innovation.  
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However, new digital technologies like e.g. AI have the potential to contribute to 

transforming these IT-systems. Hence, the need for knowledge and expertise within new 

technologies are central to keep up with the fast-changing environment enabled by new 

digital technologies. 

 

DNB and Nordea seems to be aware of this, and have developed DNB NXT Accelerator 

and Nordea Startup Accelerator, respectively, above argued as strategic alliances. As 

Schilling (2013) argues, companies with different capabilities and resources central for 

developing a new technology or penetrating new markets, might form alliances to combine 

their resources to develop a product or market at a faster pace or less expensively. 

Through the accelerators, DNB and Nordea may explore startups that potentially employ 

new technologies, which may contribute to an increased understanding of how to leverage 

these technologies in their own operations. If the value offering of the technology start-up 

is sufficiently developed and advanced, the technology may be employed directly in the 

digital transformation of their outdated IT-systems, as well as enhance customer-facing 

front-end offerings. 

 

Faria et al. (2010) discuss the importance of cooperating with external partners in the new 

product development process. Because the knowledge processes behind new 

technologies and innovation have become immensely complex, firms tend to search 

beyond own boundaries to find knowledge with value and skills to complement their own 

capabilities. As DNB and Nordea´s core competencies are mainly focused within the 

financial services industry, we argue that they need to search beyond these core 

competencies to leverage new and complex technologies like AI and Big Data Analytics. 

As shown above, both banks are in fact looking for companies who operate this 

technology. For example, by potentially identifying and acquiring a company deploying Big 

Data, the banks secure the opportunity of accessing valuable new technology and related 

expertise and knowledge. This may allow them to concentrate their internal efforts on their 

core competencies while simultaneously enhancing their overall value proposition by 

exploiting new technologies in the product development. 
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Instead of obtaining the capabilities and resources necessary crucial to successful develop 

products and services outside the bank`s core competency domain, which may be both 

time demanding and costly, the banks chooses to rely on external development. By 

acquiring already viable products, services, offerings etc. through the accelerator program, 

which may be utilized in future financial offerings, the likelihood of securing a quicker time 

to market increases. 

 

Ultimately, this may have a notable impact on an organization's agility. As Schillng (2013) 

notes, obtaining necessary capabilities or resources from a partner enable the company to 

decrease asset-specific investments which may be crucial in markets characterized by 

rapid technological change. As is evident from chapter 4, the financial services industry is 

clearly characterized by rapid technological change. 

 

As a strategic alliance, the accelerators have the potential to provide DNB and Nordea 

with critical capabilities and resources, which can be utilized directly as financial offerings 

or be leveraged to scale up ongoing internal development projects. Alliances are 

advantageous as they might allow companies to gain an early window on emerging 

opportunities, which entails a notion of uncertainty (Schilling, 2013). By leaving the 

development to external actors, DNB and Nordea may gain an early window on emerging 

opportunities and as such balance the art of concentrating on core competencies, while 

simultaneously explore the environment to cope with the digital disruption. 

 

Collaborating with competitors to innovate may potentially reduce costs and risks, and 

thus enhance the bank´s financial power and decrease the rate of failure (Harrison et al., 

2001). As the banks are attacked from all angles, it is virtually impossible to develop new 

offerings in all the disrupted business areas. As such, it is thought that acquiring, or 

collaborating with, third parties, is necessary. Existing literature have found several 

benefits provided by strategic alliances, including sharing resources, blocking the entry of 

resourceful competitors, organizational learning and improved innovativeness (Li et al., 

2011). 
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By being the first bank in the Nordics to offer a functional open banking project, it may 

seem like Nordea are trying to incorporate many potential future competitors into their 

ecosystem as soon as possible. With the Open Banking platform, Nordea seek to 

incorporate all kinds of companies, competitors or not. As stated by Holst (J. Holst, 

interview, July 21, 2017), Nordea are welcoming anyone who might find it fun and fruitful 

to join their project. This may indicate that Nordea see both individuals and larger software 

development companies as potential competitors. By inviting in external actors, Nordea 

can gain access to a range of different products and services, hence decreasing the 

pressure from new entrants in the industry by controlling some of them through their own 

Open Banking platform. 

 

Through the open banking platform, Nordea are preparing for the effects of the new 

payment services directive, PSD2. As explained in chapter 4, PSD2 have the potential to 

revolutionize parts of the traditional banking services, as we know it, with its access to 

account requirements opening the playing field.  

6.2.2	Obtaining	innovation	from	customers	

As described in chapter 2, customers often serve as an external source of innovation. 

Enkel et al. (2010) argues that customer integration into the innovation process is close to 

becoming best practice. Furthermore, results from empirical studies have proved that 

customer integration increases a firm's potential for innovation (Urban & Von Hippel, 

1988), which is a lesson DNB seem to have taken seriously by developing DNB Labs. 

 

Furthermore, Bruce and Biemans (1995) saw that customers could provide important first-

hand information regarding their needs and that they could contribute with innovative 

ideas. By obtaining first-hand information on how DNB better can tailor their products and 

services to better serve their customer’s needs, DNB have an excellent base for 

incorporating these insights into their new product development efforts. 

 

As mentioned earlier on, the new entrants are increasingly offering better value 

propositions relative to the incumbent banks, and DNB is no exception. Improving the 

value proposition and thus enhancing the customer experience is one core tool to cope 

with the digital disruption of the industry. 
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Firstly, by using DNB Labs actively in their daily operations, DNB sends a signal to their 

customers that they take them seriously, which have the potential to improve customer 

satisfaction and customer loyalty, decreasing the chance of customers leaving them for 

competitors.  Secondly and more importantly, DNB Labs allow DNB to gain first hand 

access to potential valuable knowledge and insight into what their customers want as well 

as how their customers in fact utilize DNBs products and services. Obtaining this 

knowledge enables DNB to actively use it in improving existing offerings as well as in 

future developments of new products and services. 

 

Furthermore, gaining insights on the misfit between DNBs existing financial offerings and 

what kind of financial offerings their customers in fact want, leaves DNB with the 

opportunity to engage in development projects with a higher probability of success. This 

aligns with Enkel et al (2010) who found that early integration of customers can lead to a 

clearer understanding of the market needs and a decrease in errors and mistakes in the 

development process. With the intensified competition in the industry, it is now more 

important than ever that DNB are able to tailor products and services offerings to customer 

needs and expectations. As such, we argue that DNB Labs increases the likelihood of 

retaining customers as well as possibly attracting customers from competitors. 

 

We see DNB Labs as a key vehicle for DNB to enhance their customer-centricity. Sourcing 

knowledge from customers through DNB Labs entails several potential advantages. 

Customers can use DNB Labs as a channel to pitch ideas for improvement with existing 

products and services, as well as broadcast what products and services they would like 

DNB to offer. In addition, DNB Labs may facilitate discussion on how different users utilize 

products and services in different ways, which may entail some of the advantages of the 

empathic design method, developed by Leonard & Rayport (1997).   

6.2.3	Obtaining	innovation	from	users	

Through the online platform DNB NXT Community, DNB searches for ideas, which may be 

developed internally in Digital floor and ultimately may prove to be valuable in their quest 

to cope with the digital disruption of the industry. By cherry picking ideas and pitches 
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posted in NXT Community, DNB may be able to combine the best of numerous ideas, and 

implement these into ongoing or possible future development projects. 

 

Halvor Lande, head of Digitalization and Business Development states that:   

 

In order to conquer the competition, our ambition is to become one of Europe’s leading 

technology companies” (Halvor Lande, in DNB, 2016A, p.107). 

 

As a bank, DNBs core competencies do not necessarily lie in technological expertise. 

Hence, screening ideas and knowledge from potential tech entrepreneurs through NXT 

community may assist DNB in accelerating the move towards Lande’s vision. By drawing 

on previous research, Baldwin et al. (2006) notes that commercially attractive products 

tend to be developed by lead users. Lead users are often defined as users that are at the 

leading edge of important marketplace trends and expect significant benefit from 

innovating. Furthermore, lead users are more capable of delivering important and high-

quality innovations as they are ahead of the market in terms of discovering new products 

concepts (Jeppesen & Fredriksen, 2006). Following these arguments, we argue that the 

entrepreneurs engaging in NXT Community are ahead of the market and typical early 

adopters, and as such have valuable insights related to the emerging technologies which 

DNB may obtain through the online platform. Combined with the importance of 

transforming old IT-systems to enhance front-end processes and services, we argue that 

NXT Community have the potential to assist DNB in obtaining knowledge on technological 

expertise.  

 

By integrating users in the form of software developers to develop innovations through 

Nordea Open Banking, it may enable Nordea to offer payment services exploiting the 

newest technologies. This is something the new generations require, and it is hence of 

high importance for Nordea to be able to offer these services if they seek to survive 

beyond ending up as a back-end platform.  
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7.	DISCUSSION		
In this chapter, we will discuss what we perceive to be the most notable findings of the 

thesis.  

By first studying how DNB and Nordea obtain innovation from external sources, before 

subsequently analyzing these results to see how it may cope with the digital disruption of 

the financial services industry, we have made a couple of interesting discoveries. 

The above analysis has shown that how banks obtain innovation from external sources 

today have the potential to cope with the digital disruption of the industry in several 

different ways. Relating theory on innovation to the ongoing changes of the financial 

services industry, we see that advantages of the way the banks obtain innovation from 

external sources include for instance a potential for increased agility and a potential to 

transform legacy systems more efficiently. 

Below, we will discuss the most important takeaways from the analysis. 

7.1 INCREASED USE OF ACCELERATOR PROGRAMS  

Both our case companies, DNB and Nordea, obtain innovation from external sources to an 

extent which can be argued to directly exploit the potential of new technologies like 

Artificial Intelligence, and the threat of increasing competition from a range of diverse 

competitors. Through NXT Accelerator and Startup Accelerator, respectively, the two 

banks secure the possibility to potentially acquire startups, which are developing new and 

innovative financial services, and startups that are utilizing disruptive technologies. As the 

financial services the new entrants are offering seem to be more innovative and appealing 

to the consumers, it is decisive for incumbent banks to improve their value proposition to 

both retain existing customers and attract new ones. By acquiring or collaborating with 

startups with the potential to develop, or startups that already have developed, innovative 

financial services, one might argue that the two banks are already at this stage taking 

steps to decrease the stream of new entrants. But more importantly, we argue that the 

accelerators have the potential to provide DNB and Nordea with innovative front-end 

offerings, which have the potential to cope with the increasing competition head on. 

However, it should be noted that neither of the accelerators have related to any concrete 
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results, at least to our knowledge. This might be natural though, as both accelerator 

programs are relatively new, and thus entails a notion of uncertainty, which is a typical 

feature of a strategic alliance. 

7.2 OBTAINING KNOWLEDGE AND IDEAS FROM CUSTOMERS 

Another interesting finding is that only DNB seem to obtain innovation from their 

customers, which we argue have the potential to cope with the changing consumer 

behavior. Consumers are increasingly being exposed to new and improved value 

propositions enabled by new business models and technologies, which continuously 

impacts their expectations to service providers. Even though banks incrementally have 

improved their value proposition from manual financial services to mobile banking 

services, the more radical improvements are still to be made. Where the new entrants are 

offering superior value propositions by employing disruptive technologies, technological 

competence and exploiting their lean or massive organizations, the banks seem to be 

rather stuck in the incremental improvements. The outdated legacy systems of the banks 

are of course a key factor here, as it restrains what kind of services and offerings the 

banks can incorporate in their existing systems. However, as banks have traditionally been 

product-oriented and risk-averse, we argue that these two factors are of significance as 

well. Innovation often entails a notion of risk, and especially after the financial crisis of 

2008, the banks have tread carefully with respect to risk-taking. In addition, the product-

centric organizational culture of the banks does also impact their innovativeness in a 

negative manner.  

 

By actively sourcing knowledge and ideas from their customers, we argue that DNB have 

the potential to implement these learnings into their new product development, which may 

lead to a more customer-centric organization. With reduced switching costs and increasing 

variety of financial services for consumers, the power of consumers is increasing. Adding 

the fact that Millennials, who increasingly perceive banks as non-trustworthy, it enables 

the argument that understanding what the consumer want, how they want it, and when 

they want is, is crucial. As such, we argue that by obtaining knowledge and ideas from 

their customers via DNB Labs, DNB are taking considerable measures to deal with the 

changing consumer behavior characterizing the financial services industry.  
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7.3 OPEN BANKING 

As there is no evidence that Nordea obtain innovation from customers, the question of 

generalizability remains. This is where Nordea´s Open Banking Platform comes into play. 

Even though Nordea are not obtaining innovation from their customers, we argue that 

they, through Nordea Open Banking, are taking measures to deal with the changing 

consumer behavior in the financial services industry - just in a different way than DNB. 

Where DNB obtain knowledge and ideas from their customers with the aim of 

incorporating the learning’s into their own new product development, Nordea seem to 

rather prioritize the obtaining of actual products and services, as was the case with the two 

accelerators.  

 

There is no doubt that both banks have realized that measures need to be taken to handle 

the change in consumer behavior, but through Open Banking, Nordea have the potential 

to ultimately offer the services of external companies to their own customers. Through the 

Nordea Open Banking project, Nordea enable third parties to build services and offerings 

on top of Nordea´s platform, where the customers can access these services through 

Nordea´s platform, even though the bank does not provide them themselves. As such, we 

argue that Nordea perceives these third parties to possess the necessary competence and 

knowledge about what consumers want, how they want it, and when they want it, and 

instead of attempting to develop the offerings themselves, they let others develop it 

externally. Whether this is a wise choice remains to be seen. Nordea Open Banking 

possesses numerous features related to the digital disruption of the industry, and 

especially related to the new payment services directive, PSD2.  

 

With the introduction of PSD2, the notion of customer ownership becomes vital for banks. 

In the first instance, PSD2 allow for third parties to act as so-called PISP´s and AISP´s. 

We have mentioned the importance of customer ownership earlier on, as it allows for cross 

selling products and services to consumers. We argue that it is very likely that third-party 

providers will attempt to take a PISP or AISP-position, and as such try to “steal” the 

interaction with customers from the incumbent banks. Through Nordea Open Banking, 

Nordea have the potential to offer these future third-party providers an API to an existing 
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and functional banking platform, which they can build their own services on top of, which 

ultimately may prove to be very beneficial for these third parties in terms of costs.  

 

With respect to PSD2, our analysis seems to indicate that only Nordea seem to obtain 

innovation from external sources in a way that potentially may cope with the threats arising 

from PSD2. Granted, the accelerators can potentially also offer the two banks the 

possibility of acquiring or collaborating with third-party providers with an intention of taking 

the role of a PISP or AISP. But, a main feature of the accelerator programs is that these 

startups typically are in an early phase, and may be argued to be more suitable for coping 

with digital disruption in the long-term. Even though the extent of PSD2 is yet to be fully 

realized, the fact is that PSD2 will be introduced primo 2018, and as such banks need to 

react quickly to face competition from potential PISP- and AISP-providers. We believe 

Open Banking has a larger potential of providing Nordea with short-term solutions with 

respect to PSD2. That being said, we also perceive Open Banking to be as suitable for 

long-term solutions, which allows the argument that only one of the banks, Nordea, seem 

to obtain innovation from external sources to an extent which might be feasible for coping 

with PSD2 in the short-term, and digital disruption in the long-term. 
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8.	CONCLUSION		
This chapter provides a conclusion to the thesis, implications for further research. 

Furthermore, it looks at the thesis in perspective. 

8.1 HOW OBTAINING INNOVATION FROM EXTERNAL SOURCES MAY COPE WITH THE CHANGING 

ENVIRONMENT OF THE FINANCIAL SERVICES INDUSTRY  

Even though the two case companies differed slightly in how they obtain innovation from 

external sources, strong similarities were also uncovered in this thesis. The research 

revealed that banks mainly obtain innovation from three different external sources, namely 

customers, users, and other companies and potential competitors. The latter was found to 

be the most common source as both banks employed an accelerator program to scout 

potential innovations. In addition, one of the case companies employed an open banking 

initiative, which is a relatively new phenomenon in the financial services industry.  

 

Furthermore, only one of the banks employed customers as an explicit source, whereas 

both banks seemingly obtained innovations from users. Looking at the different sources, it 

was found that banks exclusively obtain knowledge, ideas, and other valuable information 

from customers. Competitors seemed to be a more fitting source for actual product or 

service innovations and technologies, whereas users seemed to have the potential for 

knowledge, ideas, and technologies. Furthermore, our research revealed differences 

between the two banks. Where DNB employed all three above-mentioned sources, 

Nordea only employed competitors and users. In addition, where DNB exclusively obtain 

knowledge, ideas, and other valuable information from users, Nordea seem to also obtain 

technologies from this source through their Open Banking initiative.  

 

Looking at how banks search for the different sources of innovation, our research 

uncovered that neither of the banks had an explicitly formulated search strategy. As such, 

how banks identify the different external sources of innovation is thought to be quite 

random, and dependent on the individual employees tasked with identifying these sources. 

However, the emergence and growth of ICT has impacted how an organization search for 

innovations, and our research uncover that at least one of the banks have set up their own 

online communities which is thought to have a positive impact on the search process. 
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Our research uncovered differences between the two case companies with respect to how 

they enable innovation. Where DNB enable through non-monetary incentives and by 

creating online platforms where customers and users potentially can share innovations, 

Nordea exclusively enable innovation through monetary- and non-monetary incentives. 

With respect to the filtering process, it was found that both case companies seemingly use 

internal employees as so-called gatekeepers to filter all innovations ranging from products 

and services, technologies, knowledge, ideas, and other valuable information. 

 

Both case companies employ collaborative arrangements in the form of a strategic alliance 

to possibly acquire actual products or services, and technologies. By participating in these 

strategic alliances, it enables the two case companies to enter into contractual 

arrangements with the participants in the strategic alliances. Looking at the two case 

companies, this can be done through collaborative arrangements, or by directly acquiring 

the external source itself or their innovations. Where Nordea´s efforts to obtain innovation 

from external sources are solely based on acquiring innovation through collaborative 

arrangements, DNB also employ non-collaborative arrangements in the form of online 

communities where they secure the potential of acquiring knowledge and ideas through 

contractual agreements. Lastly, an interesting notion is that there seem to be a 

misalignment between theory and our research. As the two case companies employ 

customers, users, and (potential) competitors as external sources, this also means that 

they do not employ suppliers and universities.  
 

As described in chapter 4, we defined three overarching themes of the digital disruption of 

the industry; intensified competition, new and disruptive technologies, and changing 

consumer behavior. The second analysis sought to answer how the banks´ obtaining of 

innovation from external sources have the potential to contribute to coping with these three 

factors. The analysis revealed several interesting notions.  

 

Obtaining innovation from customers solely had the potential to cope with the changing 

consumer behavior characterizing the industry. User innovation is found to have a 

potential to cope with changing consumer behavior and new digital technologies, whereas 
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competitor innovations seem to have the potential to cope with all three factors. Even 

though there are differences in how and which external sources the two case companies 

employ, the fact remains that both banks seem to obtain innovation from external sources 

to an extent which have the potential to cope with all three overarching themes of the 

digital disruption of the industry. However, the research seems to indicate that there is a 

difference in how the banks prepare for the revised payment services directive, PSD2. By 

obtaining user- and competitor-innovation through the Open Banking initiative, Nordea is 

thought to be in pole position relative to DNB, as the Open Banking initiative is deemed to 

be a more appropriate tool to meet the features of PSD2.  

8.2 FURTHER RESEARCH  

In trying to bridge a research gap on the effect of how obtaining innovation from external 

sources have the potential to cope with the digital disruption of the financial services 

industry, our research has uncovered several areas for further research.  

 

Firstly, the fact that incumbent banks seem to disregard universities and suppliers as direct 

external sources of innovation, leads to the question of why this is the case. Industry-

specific research on the relation between universities and suppliers as sources of 

innovation may be undertook, both with the objective of revealing their effect on incumbent 

banks´ innovation output, and whether this finding is unique for the two cases or if this is 

the case in general. Second, our research uncovers theoretical shortcomings with respect 

to defining and explaining the innovative Open Banking initiative employed by Nordea. As 

this phenomenon is quite new, the theoretical shortcomings are not abnormal in that 

sense. However, an objective of further research may be to edit our theoretical framework 

to include a well-defined collaboration mode where the Open Banking initiative can be 

placed. Third, the context of the digital disruption of the financial services industry we have 

put forward may serve as a basis for future case-specific studies with the objective of 

linking the performance of a specific incumbent bank with respect to the digital disruption 

they are facing.  

 

As specified in chapter 2, our research is only concerned with the first step of leveraging 

external sources of innovation, namely the obtaining of innovations from external sources. 
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As such, our research may provide researchers aiming to study the whole process of how 

incumbent banks leverage external sources of innovation with a starting point. There is no 

doubt that a study examining the whole process of how incumbent banks leverage 

external sources of innovation will be better fit to examine how well incumbent banks are 

prepared for the digital disruption of the industry. 

8.3 PERSPECTIVE  

When looking at the thesis in perspective, there is no doubt that the topic is relevant. 

However, because of the rapid pace of changes in the industry, it was hard not to be 

affected by new information and changes coming in, as we worked our way towards the 

deadline. It is important to remember that, due to this rapidly changing environment, the 

industry and situation for the two case companies may have changed from when we first 

begun to research the topic until we handed in the thesis. This was also something we 

were told by many experts, here stated by Anett Schei Martinsen from MobilePay: 

“… Because the market is changing at the pace it is, the market is almost completely 

changed when the thesis is finished. This has been an interesting side effect of writing 

about a theme as highly relevant as you are writing on… What you are writing on is 

completely correct though. From my perspective, there is nothing more relevant to write 

about now (A. Schei Martinsen, interview, April 21, 2017). 

In this thesis, we have seen how obtaining innovation from different external sources may 

cope with the changing environment of the industry. However, even though the benefits 

might seem obvious and clear from an external point of view, it might not be that easy for 

incumbent banks to acknowledge these sources as helpful and exploit their innovative 

capabilities. This is something Maria Flyvbjerg Bo, founder of the FinTech startup Hufsy, 

stated very clear during our interview. 

 

“I think most traditional banks have started to realize that they need to do something. So 

that’s good! Back in 2014, I was looking into a FinTech idea and at that time they were 

much more immature, and they thought they owned everything. So it has changed a lot. 

We are taken seriously in one way, but in another way the still feel very comfortable. I also 
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think the incentive structure in the incumbent banks are not aligned for innovation (M. 

Flyvbjerg Bo, interview, March 16, 2017). 

 

Hence, even though the CEOs publicly speak about how they seek to collaborate with new 

potential competitors, change their banks to technology companies and exploit several 

external sources, there might be an internal dispute going on inside these large incumbent 

banks that would be highly interesting to observe and research. 
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