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ABSTRACT 

 

The purpose of this thesis is to adopt a practical approach from a strategic banking perspective in 

order to contribute to the emerging literature on blockchain as an innovation. An empirical analysis 

of the consistency between banks’ strategic logic behind cross-border payments and retail customer 

demand was conducted. The banking industry is undergoing substantial structural changes, where 

globalisation and digitalisation have altered the competitive environment and the traditional way of 

banking. Thus, the barriers to entry in the banking sector is lower, which has facilitated wider markets 

and expanded the competitive ground. New market entrants possess unique selling propositions by 

embracing innovative and disruptive business models, whereas traditional banks need to leverage on 

their large scale and customer base. However, banks seem to be rather overconfident in their market 

position as incumbent institutions, but at the same time struggle with determining a counter-strategy. 

Customer expectations have changed significantly in line with digital applications, and thus they 

expect more efficient and convenient product features. Transparency of information has increased 

customer bargaining power, which, in turn, reduce switching costs. Due to the high level of 

competition, strategic innovation facilitates most opportunities to establish competitive advantage. In 

this regard, blockchain is perceived as a radical innovation with revolutionary potential in different 

use cases in financial services.  

 

The thesis interviewed six banks operating in the Norwegian market, and 142 of their respective 

customers were surveyed. The findings reveal that the threat of new entrants is strategically viewed 

as an opportunity to enter into partnerships. In addition, a shift in strategic orientation is 

acknowledged, where customer value creation is an essential prioritisation. The emergence of 

blockchain technology has accelerated the development within the competitive landscape. Due to the 

immaturity and radicalness of the technology, the findings suggest that it is beneficial to be a follower. 

It is evident that improvements of cross-border payments are not a necessary prioritisation for the 

retail customer segment, despite the visibility of some efficiency demand in this context. The findings 

indicate that the product is more valuable for corporate customers and the banks. Conclusively, the 

thesis suggests that the banks’ strategic logic behind international payments is consistent with retail 

customer demand, however not fully consistent. Further research is recommended, specifically for 

corporate customers and other prominent blockchain use cases in financial markets. 
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1. INTRODUCTION 

1.1. Pre-Theoretical Overview 

The financial industry is one of the last large industries that has not been entirely disrupted by the 

rapid digitalisation undergoing the 21st century. On a global basis, the banking sector is currently 

experiencing significant structural changes owing to globalisation and digitalisation (Dälken, 2014). 

A more globalised industry landscape has fostered a high level of competition by bridging 

geographical gaps, which, in turn, has facilitated broader markets and more extensive customer bases 

(Gnanmote, 2017). Barriers to entry have decreased in recent years, and thus new market entrants 

have become increasingly visible due to the dynamic and disruptive industry environment. These new 

market players disaggregate the market and enter every banking activity by utilising low-cost 

strategies in niche areas to target attractive customer segments (Cortet et al., 2017; DeLuca, 2017; 

Grant, 2013; 2016). Thus, traditional banks do not solely monopolise the industry anymore, which 

challenge their focus on the mass market. Ever since the financial crisis, the industry profitability has 

suffered significantly owing to emerging technologies, globalisation and regulatory changes (Cortet 

et al., 2016; Dietz et al., 2015). 

 

The dynamic industry environment has encountered a shift in strategic orientation due to substantial 

changing consumer expectations and preferences as a result of the noticeable impact of digital 

technologies and the Internet (Cortet et al., 2016; DeLuca, 2017). Thus, customer demand has gained 

a stronger focus in addition to higher bargaining power of customers, which, in turn, has influenced 

the competitive dynamics to a great extent. Consequently, vertical disintegration and growing 

customer orientation are vital development factors to generate profitability (Alt and Puschmann, 

2012). Despite the awareness of the industry circumstances, incumbent banks need to respond with 

unique innovation strategies in order to keep up with the rapid development of innovative and 

disruptive competitors (Cortet et al., 2016; Hirt and Willmott, 2014). 

 

The emergence of new digital and disruptive technologies facilitates strategic innovation as an 

opportunity to establish competitive advantages, or at least temporary due to today’s dynamic 

environment (Grant, 2013; 2016; Porter, 1996; 2008). Distributed ledger technology (DLT), also 

known as blockchain, is perceived as one of the most revolutionary technologies in the financial 

industry and viewed as a radical innovation to financial services (Beck and Müller-Bloch, 2017). The 
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mechanism and attributes rooted in the technology hold promising potential in different banking 

related application areas and to redefine fundamental banking structures. Hence, the current payment 

infrastructure used for cross-border transactions is built on complex processes and intermediate 

relationships, which could be significantly improved with the utilisation of blockchain technology 

(Ravishankar, 2017). However, the technology is at an early development stage and perceived as 

relatively immature, where some pilot projects have been tested out and proven successful (Deshpand 

et al., 2017; Guo and Liang, 2016).  

 

In the Norwegian market, the incumbent banks encounter similar changes in the industry structure 

due to the same forces fostered by globalisation and the digital revolution. Thus, the banking sector 

in Norway has experienced a recent shift towards a customer focus (Forbrukerrådet, 2013), where 

strategic decisions become more and more challenging to determine in a precise manner (Grant, 2013; 

2016). Norwegian retail customers are satisfied with their respective bank provider, as well as the 

products and services offered. However, there is some degree of neglect in customer relationships 

and lack of proactivity to maintain these relations in the Norwegian banking industry (Høst, 2017). 

Therefore, to what extent traditional banks actually consider and evaluate customer demand when 

undertaking strategic decisions to create customer value is questionable. 

 

1.2. Research Gap 

The banking industry is a well-researched and relevant topic consisting of many complex factors, 

which makes it challenging to examine and analyse. Although there exist academic literature covering 

strategy, innovation and blockchain technology in relation to banking products and customers’ needs, 

the combination of these topics is a relatively unexplored area. Some of the topics are covered 

separately, especially the vast field of strategy and the literature on the banking industry but lacks 

research and empirical evidence together. Furthermore, blockchain is a relatively new field in which 

the interest has grown tremendously in recent years. Even though some existing literature focuses on 

the technical and theoretical benefits of blockchain technology concerning the banking sector, a more 

practical aspect such as customer demand and preferences is uncovered. Hence, more research on 

how the new technology can benefit retail customers could increase banks efficiency and reduce 

buyers switching costs significantly. Moreover, the Scandinavian market is ahead in the pursuit of 
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digital solutions, and thus there are many possibilities involving technological innovation (Dietz et 

al., 2015). 

 

In Norway, the attention is directed towards new solutions regarding technical benefits and digital 

solutions; however, there is always a potential for further development. The reason for this is that 

customers are more demanding and cost-conscious due to increased transparency of information 

through digital applications and the Internet (Cortet et al., 2016; DeLuca, 2017; Forbrukerrådet, 

2017). Hence, only a small fraction of the market could play a substantial role in relation to banks 

profitability. Furthermore, understanding the context of customer demand and incorporate it in 

banking strategies could potentially lead to long-term profits (Deluca, 2017; Dietz et al., 2015). In 

addition, cross-border payment entails quite complex and traditional systems, such as SWIFT and 

SEPA, where little research exists on banks future expectation for this product. In general, most 

literature on traditional banking and the potential of blockchain technology examines cost 

improvement and efficiency. However, the literature lacks research on a combined aspect where a 

customer perspective is taken into consideration, regarding what customers need and want. In 

addition, whether it affects banks strategic decisions when evaluating future technological outlook.   

 

1.3. Research Questions 

It is evident that existing literary research neglects a combined perspective on traditional banking 

products and blockchain as a strategic innovation. In addition, whether banks possess a strategic logic 

behind their product offerings concerning technological innovation and in line with customer 

preferences and expectations. Noting the research gap previously discussed in section 1.2, the thesis 

aims to examine the level of consistency between banks product offerings and their retail customer 

demand in the Norwegian market. In order to do this, a specific banking product will be explored, 

namely cross-border payments due to its innovative potential as a blockchain solution. The research 

will extend to explore why and whether this is a banking product that banks in Norway should 

prioritise and further develop, as well as individual retail customers perspective on the importance of 

international payments. Strategic innovation has become a significant consideration for banks when 

undertaking strategic decisions due to today’s dynamic markets and emerging technologies. 

Blockchain is a relatively new phenomenon, and thus the technology is still at an early development 

stage. Therefore, it is essential to examine its potential as a strategic innovation compared to existing 

cross-border payment solutions offered by the traditional banks. 
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The following research questions have been developed in order to explore the research gap explained 

above: 

1. To what extent is banks’ strategic logic behind cross-border payments consistent with 

retail customer demand within the Norwegian market?  

2. How do banks in Norway strategically position themselves in the market for international 

payments in order to create customer value?  

3. What are the barriers and facilitators to the utilisation of blockchain technology compared 

to traditional cross-border payments as a banking product?  

 

The primary research question aims to explore “How banks' strategic logic behind cross-border 

payments is consistent with retail customer demand in the Norwegian market.” 

 

1.4. Research Purpose, Aim and Objectives 

Due to lack of theoretical development in the field of blockchain, particularly combined with a 

strategic banking perspective, the purpose of this thesis is to adopt a practical approach in order to 

develop more theoretical insight. Specifically, the thesis aims to explore the level of consistency 

between banks’ strategic logic behind cross-border payments and retail customer demand by focusing 

on the banking sector in Norway. In addition, by drawing on existing literature in the field of strategy 

and innovation, this research attempts to illustrate the potential blockchain technology has to achieve 

strategic innovation. In order to fulfil the aim of this thesis, the objectives are to examine and explore 

research question 1 and 2, as well as identify the barriers and facilitators in relation to research 

question 3. 

 

1.5. Delimitation and Scope 

This research primarily focuses on blockchain 2.0 and its potential for further development. The thesis 

briefly mentioned blockchain 1.0 and Bitcoin to make the reader understand the fundamental 

components. Due to the complex topic, it is crucial to understand the blockchain mechanism and its 

attributes, which the researchers believe becomes clearer by illustrating blockchain 1.0. However, the 

thesis mainly focuses on the payment infrastructure and settlement provided with blockchain in line 

with customer demand. In contrast, cryptocurrencies act as an obstacle regarding exchange and 
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settlement within transaction processes in the international payment market; however, due to the 

scope of the research cryptocurrencies will not be elaborated in-depth. 

 

Moreover, the thesis chose to restrain the geographic market to Norway in order to provide a more 

focused view and narrow down the scope. The researchers believe it will contribute to a more 

thorough understanding of how the banks operate within the Norwegian market. It provides the 

opportunity to uncover market trends within one area, which is essential because of the early stage of 

blockchain. Besides, the researchers have an extensive network within the Norwegian financial sector 

ensuring qualified participants for the interviews contributing to reliable and sufficient knowledge, 

which underscores the restriction of the geographic market. Furthermore, the banking products were 

narrowed down to cross-border payments, which is viewed as one of the products with the most 

innovative improvement potential if considering historical development. Additionally, the customer 

segment was limited to retail customers, because of the interest to examine if private individuals have 

enough demand and bargaining power to affect the banks' strategic logic. Corporate customers 

contribute to higher revenues for the banks due to more capital-intensiveness that might result in 

higher bargaining power. Thereby, it is more uncertain how the banks consider retail customer 

demand due to lower capital contribution and transaction volume. A second argument that strengthens 

the selection of customer segment is the availability of retail customers, which was greater than for 

corporate customers. 

 

Due to the complexity and scope of the thesis, regulations and laws are not considered in the 

evaluation of product development a bank can make. The research aim is to explore the alignment 

between customer demand and the strategic logic of the banks, where regulations for blockchain 

implementation are not fully developed yet. There are some regulations briefly mentioned that could 

affect the competitive environment for all European markets, but specific Norwegian laws are not 

considered. Blockchain technology is continuously under development, where new findings and 

improvements rapidly can change the industry structure and the competitive landscape. Therefore, 

the thesis seeks the newest and most relevant information to keep up with the latest innovations. 

However, the rapid development could potentially lead to some shortcomings of the literature 

provided on different blockchain application and projects within this study. Thus, the research agreed 

to stop adding new information regarding new developments of the technology after the 4th of May.  
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1.6. Research Structure and Disposition 

To guide the reader throughout this thesis, the research has been divided into eight chapters. 

Following this introduction, the thesis will introduce the reader to background information on 

blockchain and the traditional banking market for international payments. After the background 

chapter, relevant academic literature will be provided to give the reader a better understanding of the 

banking industry, strategy and innovation, customer demand and opportunities with blockchain in the 

financial sector. The following chapter will go further in-depth on the case of Norway to provide 

insight into the Norwegian banking market and retail banking customers to grasp the foundation for 

the research objectives. A description of the thesis methodological design will accompany Chapter 4, 

to provide the reasoning behind each decision and how the research is conducted. Chapter 6 combines 

the empirical findings, analysis, and discussion. First, the reader is given a short introduction to how 

the qualitative and quantitative data is analysed. Furthermore, the analysis is structured around the 

research questions, thereby divided into three sections. Each section combines the research findings 

with literature, which is interpreted, analysed and discussed throughout each of the three sub-chapters. 

Lastly, Chapter 7 presents the limitations of this thesis and provide suggestions for further research, 

accompanied by a summarising conclusion that answers the research questions. 
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2. BACKGROUND 

The purpose of this chapter is to outline and provide an overview of the relevant topics that form this 

research study. Before the main literature utilised will be presented, this background section aims to 

provide a thorough base in order to understand the different aspects relevant to this thesis.  

 

2.1. The Evolution of Traditional Banking 

Traditionally, banks have for a long time enjoyed their market position as incumbent financial 

institutions and compliant bodies supported by national governments to shape the economy 

(Gnanmote, 2017). However, the digital era has had a massive impact on the banking sector in several 

ways, forcing banks to evaluate the industry threats and opportunities resulting from its inherent 

disruption (Weill and Woerner, 2015). Traditional banks are stuck between two worlds, the dominant 

past of well-established business models and the future of rapid development and adaptation of 

competencies (DeLuca, 2017). New digital technologies emerge, and present technologies are utilised 

to either hone existing financial products and services or create new ones, which alter the competitive 

industry environment and how traditional banking is conducted (Hirt and Willmott, 2014). 

 

The digital revolution facilitates market access for new fast-moving entrants, such as FinTech 

companies and non-banks, embracing innovative and disruptive business models. Thus, one 

significant risk for the advanced incumbents is to keep pace with these early adopters, as digital 

dynamics weaken barriers to entry and established product differentiation. Despite regulatory 

complexities, the digital competition becomes fiercer and brings immediate challenges that will 

damage the traditional banks to some extent. Although most of these new industry players never will 

reach the scale of incumbents, they will successfully persuade customer financials one slice at a time 

(Hirt and Willmott, 2014; Dietz et al., 2015). Moreover, the current state of traditional banks is at 

stake, and thus in order to obtain and sustain performance and competitive advantage, clear strategic 

decisions have to be made.  

 

2.2. FinTech 

In light of the credit default after the global financial crisis in 2008, alternative sources of finance 

became more attractive. The amount of technology entrepreneurs who wanted to enter the financial 
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sector has risen, contributing to disruption in terms of reducing cost and increase efficiency 

(Mackenzie, 2015). New technology entrepreneurs could be characterised as start-ups and be defined 

as FinTechs. The term FinTech is a combination of "Finance" and "Technology", which is identified 

as a service sector to enhance the efficiency of the financial system (Kim et al., 2016). Moreover, the 

traditional financial- and bank service providers are the most robust institutions to outcompete, where 

the start-ups in some way have managed to disrupt the complexity of the industry (Mackenzie, 2015). 

FinTechs have managed to use technology to reduce costs and make the customer benefit from cost 

savings, in contrary to earlier financial innovations that were associated with increased risk. 

 

Moreover, FinTechs want to develop more efficient solutions to already existing services or entirely 

new solutions, by directly addressing the financial services desired by customers and valuable in 

future-forward ways (Mackenzie, 2015; Gomber et al., 2018). Mackenzie (2015) argues that FinTechs 

do not want to build new chains of high-quality banking services, but move into areas that the banking 

industry always have obtained profit. Furthermore, FinTechs have contributed to changes of business 

models, where a higher level of customer personalisation is a fact due to major data analyses (Dapp 

et al., 2014; Gomber et al., 2018). Additionally, the customer access is extended outside branches and 

regular banking hours, which is a need that FinTechs can cover more effectively. The industry is 

experiencing changes concerning new technological innovations, new forces and business 

transformation resulting in different requirements for operational capabilities and services produced 

(Gomber et al., 2018).   

 

2.3. Blockchain 

Blockchain is the fifth disruptive computing paradigm. Historical theory shows that in the last five 

decades there have been developed new functionalities based on technology. In 1970 the Mainframe 

was established, 1980 PCs, 1990s the Internet, 2000s social media, and this decade the connected 

world of blockchain is a fact. The speed of the development of technology is high, which can 

contribute to a simplification of traditional tasks and products (Swan, 2015). Blockchain is defined 

as a distributed ledger technology. The logic behind the DLT mechanism gives all users access to a 

set of information and the possibility for storage on a shared database that is recorded safely. All kind 

of information can be stored in the shared database, if either it is transaction- or account balance 

numbers. The information is available for all users of the shared database without needing to rely on 
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a trusted central validation system. The reason for no central validation system is because of the 

distributed ledger, meaning the validation system is decentralised. A set of users has the control in 

which agreeing majority accept and reject transaction in contrast to one centralised system (Peters 

and Panayi, 2016). 

   

Like many other technologies, blockchain consists of public key cryptography to protect users from 

having unauthorised persons take control of their account (Swan, 2015). The cryptographic 

technology enables private and public keys to encrypt information transmitted to each other and 

forbid double spending since the technology records the transaction. Additionally, blockchain reduces 

the need for intermediaries, meaning that you can transfer money from person A to B directly without 

a third party involved (Peters and Panayi, 2016). 

   

2.3.1. Peer-to-Peer network theory  

To better understand Blockchain, it can be linked to a distributed peer-to-peer network that distributes 

transparent information on a public ledger (Peters and Panayi, 2016). The network theory in 

blockchain consists of three primitives. The first primitive is the nodes, which represent each user in 

the blockchain. All nodes are connected with ties to different nodes, where the strength of the ties 

will be equal for all users. Moreover, the nodes and ties together will build a structure, which thereby 

results in the blockchain network, having information available for all users. According to network 

theory, the density of networks depends on how many of the nodes are connected with ties, which for 

blockchain all nodes will in some way be connected to each other without any loose ends (Grant, 

2016). For the peer-to-peer network, each peer will hold all information, in contrast to a centralised 

network where the centralised authority carries it. The decentralised aspect will lead to higher 

information flow for the users than centralised (Draidi et al., 2011). 

   

2.3.2. Permissioned and Permissionless Blockchains  

Furthermore, blockchain networks are confined, where Peters and Panayi (2016) state that there are 

two main categories. The first looks at the authorisation requiring for nodes, and second tells the 

accessibility of information. In a permissionless blockchain, everyone can participate as a user 

because there is no authorisation required to attend or to contribute. Data is stored on every computer 
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in the network, and all nodes verify all transactions (Peters and Panayi, 2016). On the other hand, in 

a permissioned blockchain, there are preselected verification nodes by central authorities or 

consortiums. The ties will connect all nodes to a preselected node to validate if a user has access to 

the network, which means that not all can attend. The accessibility of information on a public 

blockchain gives anyone access to read and submit transactions. For the private blockchain, the users 

are restricted within an organisation or a group of organisations. According to networking theory, 

structure holes (i.e., where information stays in sub-networks) could be a fact in private blockchains 

(Grant, 2016). 

   

Advantages for the permissioned blockchains are that they can be purpose built and act to maintain 

compatibility with existing applications, such as the financial sector. In addition, the actors on the 

network are named which make them legally accountable for their actions, in contrary to 

permissionless where you act anonymous (Swanson, 2015). Permissioned can be entirely private, 

which means that permission is kept within an organisation or a consortium, where preselected nodes 

have the control. Furthermore, scalability is a second advantage in relation to preselected participants 

that have the authority, who come from large institutions, will scale their computing power in line 

with the transactions. On the other hand, since there is a smaller amount of participants, it will be 

easier to reject a transaction in comparison to permissionless, where all nodes verify all transactions. 

Examples of permissioned blockchain are Ripple, Hyperledger and R3, which are used in the financial 

sector, whereas Ethereum is an example for the permissionless (Peters and Panayi, 2016). 

  

2.3.3. Blockchain 1.0: Bitcoin  

Blockchain is the fundament, whereas there exist different applications built on top of the technology 

such as the cryptocurrency. Capgemeni (2016) state that blockchain works as a track and 

cryptocurrency is the train driving on it. To understand blockchain technology further, the 

cryptocurrency, Bitcoin, can demonstrate the technology. In fact, it is the first established 

cryptocurrency (Nakamoto, 2008). The function of cryptocurrencies is to validate and safeguard 

entries and preserve historical records (Crosby et al., 2016). When sending a transaction, this 

transaction is broadcasted as a block to every node. The nodes, also referred to as miners, need to 

solve an advanced mathematical puzzle to find the corresponding private key to the transaction, also 

called proof-of-work. When solved, the proof-of-work needs to be approved by the majority (i.e., 
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consensus), this involves checking that there is enough money on the account and that it has not been 

spent before. If approved the block is added to the longest chain (Nakamoto, 2008). This mechanism 

will function as a safeguard and in addition prevent double spending. One essential aspect of bitcoins 

and the technology is the data power. The more data power, the quicker the mathematical equation 

can be solved. The first to find proof-of-work get rewarded in the form of bitcoins or other 

cryptocurrencies, which thereby works as an incentive to provide the strongest data power regardless 

of the cost involved (Crosby et al., 2016).  

   

2.3.4. Blockchain 2.0  

The complexity beyond currency and payments was envisioned for bitcoin from the beginning of the 

establishment. Moreover, blockchain 2.0 decentralises markets in general, meaning transfer of other 

kinds of assets beyond currency, where a value is added for each time it is transferred (Swan, 2015). 

The technology provides different possibilities, such as smart contracts, smart property, DaOs and 

Dapps. To exemplify this, a smart contract goes beyond the usual sell and buying function, where 

self-enforcement and recording of transactions is a fact. It is an agreement between two or more 

parties, whereas to act or not to act is up to the parties, but the need for one type of trust between the 

parties are removed (i.e., counterparty risk). The reason for this is the embedded codes, where the 

contract is automatically executed by the code when specific agreed terms are fulfilled (Swan, 2015). 

In similarity to permissioned and permissionless networks, smart contracts can also be separated into 

the permissionless and permissioned, where the latter provides higher security (Bharadwaj, 2016). 

Blockchain 2.0 can be applied to different application areas based on specific industry requirements, 

such as use cases in the financial sector, which will be further explained in section 3.7. The following 

section will provide an overview of blockchain technology in cross-border payments compared to 

traditional technologies. 

   

2.4. Application of technology in cross-board payments 

Banking systems have different scales of networks in line with their responding size, contributing to 

many relationships. Especially, when it comes to cross-border payment, several participants are 

involved. For the main incumbents, it is common to have a corresponding banking relationship with 

local banks in important foreign cities across the world (Park, 2007). To fulfil a cross-border payment, 

a two-way link is most commonly used. One part will be the correspondent bank providing the service 
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and the second part the respondent bank in terms of buying the service. In cross-border payments, 

based on the movement of messages along the payment chain handled by SWIFT, the correspondent 

banks execute the actual debits and credits across accounts (Ravishankar, 2017). An illustration of 

the processes from start to end is shown in figure 1, which demonstrates the great number of parties 

involved when only transmitting one single transaction. 

 

Figure 1: Illustration of traditional cross-border payments 

 

(Compiled by authors, adapted from Sitpure, 2018) 

 

Further, approximately 80 per cent of bank-to-bank cross-border payments will utilise the mentioned 

traditional correspondent banking relationship or use intra-bank transactions (Park, 2007). Moreover, 

this highlights the potential for improvement in terms of reducing intermediate parties and, reduction 

of time and process inefficiency. Several traditional, as well as other providers, try to overcome these 

hurdles. 

 

The following providers, both traditional and pure blockchain-based, are exploring different 

technologies to improve international payment processes. Figure 2 below illustrates how a cross-
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border payment is transferred utilising blockchain technology and the traditional payment 

infrastructure, where it is highlighted that blockchain eliminates the third party.  

 

Figure 2: Cross-border transfer from bank A to bank D through blockchain vs. traditional 

 

(Compiled by authors, adapted from Ravishankar, 2017) 

 

2.4.1 Traditional 

2.4.1.1. SWIFT 

SWIFT has for 40 years been supporting the global banking community and is considered the leading 

provider of international payment technology to banks. The role of SWIFT is to transmit financial 

message services between two financial institutions or corporations but does not control the content 

in contrary to blockchain. SWIFT covers corporate and bank-to-bank customers in more than 210 

countries. Strategically, this was the first technology connecting banks across borders, by replacing 

telex (Casterman, 2013). However, the technology is continuously developing and to remain market 

leader it is crucial to pay attention to the market changes. The importance of developing new 

knowledge combined with existing knowledge is a fact (Grant, 2016).  

 

SWIFT established a project that seeks to improve the current weaknesses of SWIFT's infrastructure 

by enhancing their existing technology and partly integrating DLT, specifically proof-of-work for 

real-time nostro to reduce the cost of liquidity (Barbey et al., 2017; SWIFT, 2018a). The project is 
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called SWIFT Global Payment Innovation (GPI) and shows the adoption might be higher valued than 

the value propitiation (Catalini, 2017). SWIFT GPI’s vision is to make the transmission faster (i.e., 

same day or even seconds), provide transparency of fees and track payments from end-to-end. In 

addition, remittance information can be transferred unaltered (SWIFT, 2018a). A report from March 

2018 highlights that 150 countries have adopted the project, among the banks are, Nordea and Danske 

Bank, located in the Nordic market. SWIFT attends the innovation process to establish a competitive 

advantage. Their long-term strategy is that GPI is set to be standard by the end of 2020 (SWIFT, 

2018b). However, it is notable that the project is carried out for corporate customers only with their 

belonging bank. 

 

2.4.1.2. SEPA 

Even though SWIFT is considered as the leading provider of cross-border payments today, European 

Payments Council has since 2008 started a project called Single Euro Payments Area. It is considered 

as one of the most significant projects in the European payment market, which has the intention to 

establish a home market for payment traffic within Europe (Danske Bank, 2018b). Thus, 28 EU state 

members are currently included, among several others countries, where Norway is one of them. 

Moreover, the idea behind SEPA is that consumers, businesses, and public administrations can 

receive and transmit transactions under the same underlying conditions within a credit transfer, direct 

debit payment and card payments (European Commission, 2018). SEPA contributes to several 

advantages, but they still want to develop further. The first advantage is that there is one single system 

for both domestic and cross-border transfer. Secondly, SEPA makes it possible to directly charge an 

account in one country for a service provided in another (i.e., direct debit payments). Thirdly, 

regardless of where you study or work, you can receive your salary on your existing home country 

account. Lastly, the technology will contribute to faster, cheaper, safer and more transparent cross-

border payments, due to a single set of payment standards and schemes (European Commission, 

2018). 

 

In particular, SEPA instant credit transfer will within less than ten seconds make euro credit transfer 

with funds available at any time within the 34 SEPA countries. More specifically, the regulations for 

cross-border payments require that the banks charge the same amount for domestic as for cross-border 

electronic payments in euro (European Commission, 2018). Furthermore, countries that do not have 
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euro in their national currency have the opportunity to extend this application in terms of fees, 

whereas in all other nations the same amount in euro will apply. A proposal was made to extend the 

benefits of the regulations for the consumers and businesses in non-EU countries in April 2018, which 

is being evaluated. The future outlook for SEPA is to develop a framework for mobile payments, in 

addition to the development scheme for card payments (European Commission, 2018). 

 

2.4.2. Other Initiatives 

Several initiatives concerning non-bank providers want to participate in the competition regarding 

faster, cheaper and safer cross-border payments. TransferWise provides eight times cheaper fees than 

traditional banks, because of the exchange rate. They state that they use the real exchange rate, also 

called mid-market rate in contrast to banks, which thereby will give more accurate currency exchange. 

TransferWise is of the opinion that up to 5 per cent of hidden costs occur when transferring through 

a bank, in addition to that the banks set their own exchange rate (TransferWise, 2018). Moreover, the 

service is compatible with business and retail customers, which can be used through the Internet 

webpage as well as the application. 

 

The second initiative, which still is in the development process, is Mobil Proxy Forum (MPF). It 

consists of representative companies operating in the person-to-person payment area. Their vision is 

to link mobile telephone numbers to their corresponding IBAN, and thus make day-to-day payments 

easier within Europe (European Payments Council, 2017). A third initiative attending the cross-

border payment competition is Revolut, an app that acts as a borderless bank for corporate and retail 

customers. The customers can open an account, get a corresponding card to the account and make 

international payments at lower costs. With regard to a test (i.e., mystery shopping) conducted by 

Revolut, the results indicated that their service has lower fees than TransferWise and only take a 

mark-up fee of 1,5 per cent. Furthermore, Revolut has recently made it possible to buy and sell 

cryptocurrency through their app making exchange easier (Revolut, 2018). One of Revolut's goals is 

to target the millennials and become that generation’s standard bank worldwide (Hopland, 2017).  
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2.4.3 Blockchain Technology 

The blockchain technology has great potential, but also need to overcome some obstacles, which 

requires further development. The development rate is high, making the different suppliers to banks 

reach for the same goal by using different technologies to get there (i.e., compete for standards). In 

that sense, time is critical to make a mature technology that covers all functionalities (Neyer and 

Geva, 2017). Blockchain can facilitate more effective international payment processes for both the 

banks and their customers. Specifically, due to the costs involved in the current correspondent 

banking system, it is hoped that DLT can simplify interbank payments (Wüst and Gervais, 2017). 

 

Moreover, one advantage of pure blockchain technology is that it can improve the time efficiency of 

cross-border payments. Additionally, the costs are expected to be lower due to fewer parties involved 

in the transaction (Niederkorn et al., 2016). Moreover, blockchain is an atomic technology 

contributing to no hold ups due to its independence. Either all transactions go through, or none goes 

through, meaning that it is possible to draw back payments at any stage (Wüst and Gervais, 2017). 

Another attribute is transparency of all transactions and immediate availability, giving the banks 

control over transaction history at any time, in addition to safety and transparency on fees. Moreover, 

blockchain can provide real-time settlement, which means that the money will be transferred nearly 

immediately without delays due to the network functionality (Olleros and Zhegu, 2016). However, 

real-time activities will also affect the banking industry concerning staff and customer services. The 

transaction can occur 24 hours all 365 days a year, which could cause problems leading to more staff 

required. Another aspect is real-time fraud, where previous fraud prevention platforms need to be 

improved because of the extension of when a transaction can occur (Niederkorn et al., 2016). 

 

2.4.3.1. Ripple 

Ripple-Labs is one provider that uses pure blockchain technology to improve cross-border payment 

mechanisms. The Ripple technology allows traditional financial institutions to operate more 

efficiently (Swan, 2015). The ambition of Ripple labs is to build a global payment protocol, which 

enables a peer-to-peer server to move value between financial institutions (Olleros and Zhegu. 2016). 

As a result, this would allow financial services to directly act with each other across geographic 

borders and currencies, which would be in a real-time gross settlement system. Ripple is a result of 

the slow transmission time of cryptocurrency bitcoin, which can take from 10-120 minutes, by 
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removing proof-of-work. Thus, this resulted in transmission of transactions within 3-5 seconds and 

higher transaction volume (Neyer and Geva, 2017; Ripple, 2018). The mechanism is a mix of 

permissioned and permissionless architecture, where everyone is allowed to enter. Nevertheless, all 

participants select their preferred transaction validators, which makes it more secure (Kelleher, 2015).  

  

Ripple has its own digital currency, XRP, corresponding to its blockchain. For other currencies than 

XRP, there will be some counterparty risk, since other currencies are represented by gateways outside 

the chain in case a party chooses to withdraw a deposit. Ripple does not adequately remove the trust 

relationship embedded in the correspondent banking system but shifts the trust to other parties (i.e., 

gateways). Consequently, many parallel currencies occur since the issuers of the currency exchanged 

is not the same, and thereby contributes to a gateway system. A potential solution to this limitation is 

that the central bank acts as a gateway since the issued currencies on Ripple then would correspond 

to the real currencies. However, it should be noted that Ripple is still under development and in a 

pilot period, but has also acted as a front-runner in the payments infrastructure (Wüst and Gervais, 

2017). 

 

2.5. Is Blockchain Needed? 

Using a blockchain will be advantageous when several factors are present. If multiple mutually 

mistrusting entities want to communicate and change systems, but not willing to agree on an online 

trusted third party, a potential for blockchain is established. On the other hand, if there is no need for 

data to be stored, then no database is required (i.e., blockchain is not useful). This would be the first 

checkpoint in an evaluation of whether to implement blockchain. Secondly, if there is a third party 

available, the question is if it always is online or offline. If always online, the technology will delegate 

information to it and function as a verifier, meaning there will be no need for blockchain (i.e., storing 

of data). In case of an offline third party, DLT can act as a certificate authority concerning a 

permissioned blockchain, where all participants are known. If all participants mutually trust each 

other, a public permissioned blockchain will be most suitable. To sum up, there are several factors 

regarding the amount of participants, complexity, and trust that need to be present, contributing to 

whether blockchain will be more effective compared to what already exists (Wüst and Gervais, 2017).  
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2.6. How Important are Cross-Border Payments? 

A report from McKinsey (2016) shows that successful changes start with the customer. The client 

value propositions should be more valued in terms of improving dissatisfactions of the current 

banking structure. Statistics from the report indicate that cross-border payments will grow with 4 per 

cent the next five years, even though interest rates and macroeconomics unpredictability could affect 

the growth rates positively or negatively (Niederkorn et al., 2016). In previous years, cross-border 

payments have not received the same systematic pressure that domestic payments have, which lead 

to high fees ensuring high revenues for the banks. Thereby, traditional banks have had little incentives 

to prioritise customers’ needs and reduce the costs involved in international transactions as opposed 

to domestic payments. For the next five years, the revenues from cross-border payments are expected 

to become moderate due to higher competition from non-banks that want to capture market share 

(e.g., blockchain solutions) (Barbey et al., 2017). However, the volume of international payments are 

expected to increase, and thus the customer demand could evoke a change due to digitalisation 

(Barbey et al., 2017). Customer will expect transparency, real-time transactions and easy use leading 

to the integration of international payments into their value chain already existing for domestic 

payments (Niederkorn et al., 2016; Barbey et al., 2017). 

 

   

The McKinsey report separates banks customers into retail consumer and corporate segment. The 

commercial contributes to 20 per cent of the payments revenue for cross-border transactions, and 

retail consumers contribute to only 2 per cent in EMEA. Even though retail cross-border payments 

only account for a small percentage, the fact to integrate customer needs is essential to keep customers 

in their respective banks and reduce switching costs. Furthermore, improving product differentiation 

is vital by adding attributes valued by customers (Hill, 1988). Indeed, 70 per cent of the surveyed 

corporations from the McKinsey report are willing to consider alternative providers for cross-border 

payments due to the complex system and the competitive pressure (Niederkorn et al., 2016).  
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3. LITERATURE REVIEW 

3.1. Introduction 

The literature review aims to provide a critical overview of the academic literature relevant to this 

research topic. In the first section of this chapter, an outline of the banking industry is presented based 

on Porter's five forces to address the industry structure and the significant changes shaping it. The 

most important strategic factors underlying the structural changes encountering the banking sector 

will be further elaborated in the following sections: strategy and innovation, generic strategies and 

customer demand. Furthermore, a brief overview of blockchain in financial services and as a 

technological innovation is given. Finally, an outline of the most prominent blockchain applications 

identified, suitable for improvement of banking products, is provided. 

 

3.2. Industry Overview - Porter’s Five Forces 

An appropriate framework is of crucial importance to develop a contextualised understanding of the 

competitive forces affecting the current profitability of the banking industry. The framework 

developed by Michael Porter (1979) is one of the most prominent within the field of strategy and thus 

will be utilised in this study to provide a clear overview of the industry structure within the banking 

sector. 

 

3.2.1. Threat of new entrants 

The competitive environment within the banking industry is undergoing substantial changes 

concerning  the threat of new entrants due to the rapid development of digital technologies. In other 

words, the barriers to entry have become relatively low over the last years, which, in turn, put pressure 

on the profit potential of the industry (Hirt and Willmott, 2014; Porter, 2008). However, incumbent 

banks usually possess larger supply-side scale economies and customer bases in comparison to new 

market entrants. This might deter entry to some extent, and result in a cost disadvantage on behalf of 

the new industry players entering the market. Nevertheless, smaller size entrants can exploit 

flexibility advantages and avoid difficulties that accompany large scale (Grant, 2013; 2016). On the 

other hand, industry growth tends to restraint competition to some degree, and hence facilitates 

opportunities for all competitors as a result of expansion within the sector (Porter, 2008). Capital 

requirements, as well as resources and capabilities, are other factors that have an impact on the level 

of new players entering the market, in which incumbents often have an advantage (Grant, 2016; 
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Porter, 2008). However, FinTech companies, backed by venture capital, have become more visible 

and encouraged to rapidly enter every banking activity and market (Dietz et al., 2015). 

 

Moreover, the profit potential in the banking industry has changed considerably ever since the rise of 

digital solutions, as well as regulatory transparency and globalisation (Dälken, 2014). Thus, fee-based 

financial services and cross-selling are suffering, which force banks to adjust their focus towards 

value creation for customers by employing digital technologies (DeLuca, 2017; Dietz et al., 2015). 

In other words, ownership of customer relationship reflects a firm's market share and is therefore of 

strategic importance to gain a larger share of the already suffering profitability in the banking industry 

(DeLuca, 2017). It has never been easy to switch bank; however, the switching costs of customers 

have decreased as a result of digital applications, which, in turn, provides lower barriers to entry 

(Dietz et al., 2015; Porter, 2008). Furthermore, the expected retaliation of incumbent banks, such as 

cutting prices to retain market share, also influences the level of new market entrants (Porter, 2008). 

Nevertheless, start-up firms usually have lower costs and can, therefore, compete on a low-cost basis 

by offering customers lower prices. Indeed, these companies charge considerably lower advisory fees 

for example (i.e., 15 bps compared to 100 bps charged by incumbent banks) (Dietz et al., 2015). 

 

3.2.2. The power of suppliers 

The global economy is undergoing fundamental structural change due to the digital revolution and 

driven by innovative- and technology-oriented organisations (Dälken, 2014). The existence of the 

Internet has also altered the bargaining power of suppliers in the banking industry, and as a result, 

there is less asymmetric information and more transparency among participating companies. Hence, 

information about, for instance, a company's strategy or product quality, is equally accessible for all 

(i.e., competitors, suppliers, customers, etc.) (Dälken, 2014). Suppliers have significant power over 

banks because they supply innovative digital solutions as a replacement to traditional inefficient 

banking systems. In other words, digital technologies usually entail massive capital investments, and 

thus shifting suppliers might result in high switching costs for the banks (Porter, 2008). Moreover, 

these investments are crucial for banks due to the rapid pace of the competitive industry environment 

and in order to meet customer demand (Dietz et al., 2015).   
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On the other hand, the number of suppliers is increasing on a global basis, and hence their bargaining 

power over the banks is reduced because there are more suppliers to choose from. This, again, highly 

depends on the banks' financial resources and investment potential. Some might invest heavily in 

specific segments, while others have the capital requirements to utilise several suppliers in different 

investment areas (Grant, 2016; Porter, 2008). Moreover, some suppliers also face switching costs in 

which they deliver specific, tailored banking systems, for example, SWIFT. Consequently, this will 

reduce their bargaining power. While, other suppliers are not that heavily dependent on the banking 

industry for its revenue, such as IBM and Microsoft (Porter, 2008). 

 

3.2.3. The power of buyers 

Information technologies have enhanced the bargaining power of buyers substantially. Access to and 

availability of information provide customers with much more power to compare prices and product 

quality, which, in turn, reduce the switching costs (Dälken, 2014; Porter, 2008). Nevertheless, banks 

can charge their customers with a termination fee if they wish to switch provider. As mentioned 

earlier, switching bank has never been easy, but digitisation has facilitated a more straightforward 

way for customers to switch among providers, in addition, to retain a bank account with their 

incumbent bank. It should be noted, however, that customers might not be fully aware of what it 

entails to switch bank provider. Furthermore, it has become more usual that consumers possess 

several financial service providers due to lack of customer relationship with their main bank supplier 

(Dietz et al., 2015). Hence, the banks that are able to maintain loyal customer relationship will have 

an advantage, which might reduce the switching costs of their customers. However, this might be 

difficult for incumbent banks, because it often requires a focus on a specific customer segment (Dietz 

et al., 2015).  

 

The digital era has a continuous impact on the end consumer, despite the millennials (i.e., the children 

of the digital age), an increasing part of older customers are considerably more comfortable with 

digital applications and becoming smartphone users (Dietz et al., 2015). Over the last two decades, 

the Internet has become an essential part of daily life, and thus changed consumer expectations 

significantly. It has facilitated 24 hours a day, seven days a week and 365 days a year accessibility 

for the consumers to collect information about competitive products, compare and contrast to capture 

most of the value (Dälken, 2014; Hirt and Willmott, 2014). On the one hand, banks are pressured to 
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differentiate their products and be more innovative to meet these new consumer expectations, as well 

as it forces down prices by demanding better quality (Cortet et al., 2016; Porter, 2008). On the other 

hand, information technologies have made it more feasible and simpler for banks to create more value 

for customers by collecting customer information and utilise it in order to improve product efficiency 

(Dälken, 2014). 

 

3.2.4. Threat of substitutes 

Today, the incumbent banks operate on a more global basis than ever before, across borders and in 

different geographic areas, due to globalisation and digitisation. These key factors have facilitated 

the enhancement of both existing and new products and services offered by banks internationally 

(Hirt and Willmott, 2014). Banks supply a wide range of products and services to its customers, such 

as mortgage, insurance, trading services and retail payments to mention some. The intensity and speed 

of producing new products have become much faster as a result of different information technologies 

linked with manufacturing processes, and thereby reduce the threat of substitution (Dälken, 2014). 

The rise of innovative non-banks (e.g., Apple and Google) and FinTech companies can be viewed as 

a form of substitution by offering similar or alternative products and services compared to the 

traditional banks (Alt and Puschmann, 2012; Hirt and Willmott, 2014). For instance, some car 

manufacturers provide their customers with both a loan and insurance when purchasing a car. Even 

though the threat of substitution has been reduced, other forms of replacement have become more 

visible in the banking sector (Dälken, 2014). 

 

3.2.5. Rivalry among existing competitors 

The digital revolution has facilitated a more global presence among traditional banks, although some 

operate locally and more concentrated to customer segments and niche markets. The rivalry among 

existing banks has become fiercer due to the rise of digital solutions, which pressure them to be 

innovative and develop. Hence, the competitive environment is accelerating at a much higher pace 

than before (Hirt and Willmott, 2014). However, some incumbents possess a significant market share 

in different geographic areas, making it difficult for rivals to access these already occupied markets. 

Furthermore, the banking industry, among others, is vulnerable to winner-takes-all dynamics, which 

will facilitate a higher level of consolidation and thus challenge more capital- and labour-intensive 

players (Hirt and Willmott, 2014). 
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The race to establish market leadership is intensive, and as a result innovation strategies are becoming 

more visible among the industry players (DeLuca, 2017). Specifically, information and 

communication technology development is an important factor due to globalisation, which in turn 

facilitates closer and more transparent markets (Dälken, 2014). Moreover, the financial industry is a 

highly regulated industry, where a wave of regulatory changes has been introduced as a consequence 

of the financial crisis partly to protect consumers. These new rules, such as MiFID II, aim to provide 

more transparency on fees (e.g., better information for customers) and eliminate or minimise conflicts 

of interest (Dietz et al., 2015). In this context, banks, in general, will experience a higher bargaining 

power from their customers, and thus a pressure to become more customer-oriented. 

 

 Figure 3: The five forces that shape industry competition in the banking sector  

 

(Compiled by authors, adapted from Porter, 2008) 
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3.2.6. Structural changes in the banking industry 

It is evident from the industry analysis presented above, as well as figure 3 and 4, that the banking 

industry is encountering structural changes due to digitalisation and globalisation (Dälken, 2014). 

Specifically, it can be argued that the financial crisis, changing consumer expectations and the 

emergence of new technological innovations are strong drivers towards a more customer-oriented 

banking industry. Since the financial crisis in 2007, the banking sector has experienced disruptive, 

economic and regulatory forces in which have altered the way traditional banking is conducted. Due 

to changing consumer expectations, the use of electronic channels is expected to grow, and thus 

customers become more informed and demand transparency. In addition, technological innovations 

have facilitated a variety of digital solutions (Alt and Puschmann, 2012; Hedley et al., 2006). 

 

Overall, the industry structure is changing into a dynamic environment where vertical disintegration, 

niche specialisation, and growing customer-oriented competition are essential development factors 

(Alt and Puschmann, 2012). The large incumbents need to utilise and leverage on superior scale 

benefits, while smaller players have to target niche customer segments in order to generate a higher 

aggregate profit (Hedley et al., 2006). Porter (2008: 33) emphasises "when all or many competitors 

aim to meet the same needs or compete on same attributes, the result is zero-sum competition. Here, 

one firm's gain is often another's loss, driving down profitability". 

 

Figure 4: Structural changes within the banking industry 

 

(Authors own contribution, inspired by Dälken, 2014 and Porter 2008) 

 

The following sections will elaborate on the most important factors underlying the structural changes 

encountering the banking sector in order to grasp the strategic logic behind the leading market players. 
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3.3. Strategy and Innovation 

The rapid rise of digital innovators within financial services has become a significant threat to 

traditional retail banks due to their low-cost strategies targeting niche customer segments (Dietz et 

al., 2016). Nevertheless, banks seem to be overconfident in their position as incumbent institutions, 

which, in turn, weakens their ability to quickly respond to digital developments and emerging 

challenges facing the industry (DeLuca, 2017). Even though most of the traditional banks are very 

much aware of the disruptive industry landscape and that change is of crucial importance to sustain 

performance, they seem to struggle with determining the right counter-strategy (i.e., whether they 

should engage in partnership, acquisition or compete against new innovative and technology-driven 

competitors) (Cortet et al., 2016).  

 

Moreover, some financial institutions have taken initiatives in response to the rapid pace of 

competitors, and thus innovation strategies among banks are becoming more visible. However, the 

innovative commitment is still not consistent with the standards set by innovative market leaders and 

consumer demand (DeLuca, 2017). Another important factor is the responsiveness of the incumbents, 

their ability to anticipate changes in the external environment, as well as quickly position themselves 

in order to benefit the most. Indeed, the banks' availability of resources and capabilities and their 

ability to utilise them strategically is another important consideration, because these differ between 

them (Grant, 2013; 2016). Hence, incumbents must respond with unique and creative strategies that 

fit well with organisational activities, rather than follow a "me-too" approach to innovation (DeLuca, 

2017). In order to cope with industry trends and challenges, and stay ahead of the competition, market 

leaders need to pressure-test their strategies (Hirt and Willmott, 2014). 

 

The high acceleration of structural changes in a disruptive industry environment has made strategies 

more about creating future options and less about planning, which, in turn, fosters strategic innovation 

(Grant, 2013; 2016). According to Grant (2013: 20), emergent strategy entails "the decisions that 

emerge from complex processes in which individual managers interpret the intended strategy and 

adapt to changing circumstances". The term emergent strategy is derived from Mintzberg and is the 

determinant of realised strategy that emerges unintentionally, especially in complex environments. 

This strategic orientation allows for flexibility and openness by constantly analysing the industry 

landscape and simultaneously implementing a strategy (Lynch, 2000). In contrast, a deliberate 
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strategy is the realisation of the intended strategy, which is more challenging to realise in dynamic 

markets due to consistent planning (Mintzberg and Waters, 1985).  

 

In order to comprehend how companies within the banking sector determine their strategic choices, 

it is key to understand the fundamental strategic logic behind these decisions. The strategic rationale 

is dependent on several factors and has changed considerably in accordance with today’s dynamic 

markets and changing technologies. Thus, in the pursuit of sustainable competitive advantages, most 

industry players must settle with temporary competitive advantage at best (Porter, 1996). Moreover, 

to effectively determine and gain from strategic positioning within the market, it is essential to 

understand the industry structure and the competitive forces shaping it (Porter, 2008). Different 

strategies require very different resources and capabilities and are dependent on a firm’s 

characteristics. For instance, the choice of exploiting an innovation is highly dependent on the ability 

of the firm in question, as well as the availability of resources and capabilities. Incumbents, typically, 

possess more complimentary resources required to realise strategic innovation compared to start-up 

companies (Grant, 2013; 2016).  

 

Another important strategic decision facing firms, in general, is optimal timing of innovation, whether 

they should choose to lead or pursue a follower strategy in order to gain or sustain competitive 

advantage (Grant, 2013; 2016). Several considerable factors emerge when it comes to optimal timing, 

such as the risk of mitigation and potential costs of pursuing an early mover strategy, as well as the 

firm's ability to establish protection (e.g., property rights or lead time advantage). Furthermore, the 

strategic window, in which a company's resources and capabilities are aligned with market 

opportunities, is highly important to a firm's choice of strategy. The vital question is which strategic 

option will capture most value to the specific firm based on its characteristics (Grant, 2013; 2016). 

There is no guarantee that pursuing innovation, as a value capturing strategy, will generate the value 

expected. Thus, strategic innovations differ in the distribution of value, some represent strong 

appropriability, in which the innovator captures a substantial share, while others generate weak 

appropriability. Indeed, when strategic innovations lack proprietary technology, an intensive price 

competition emerges, and the customers tend to appropriate most of the value generated (Grant, 2013; 

2016). 
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3.4. Generic Strategies and Competitive Advantage - Differentiation and Cost 

Higher competition within mature industries, which is the current state of the banking sector, makes 

it even more difficult for firms to sustain competitive advantage. Furthermore, despite the fast pace 

of technological change, strategic innovation (i.e., new approaches to doing business including new 

business models) seems to prompt most opportunities for companies to establish competitive 

advantage (Grant, 2013; 2016). Strategic innovation allows companies to pioneer along different 

dimensions of strategy, such as new customer segments or new sources of competitive advantage to 

mention some. However, there is a greater risk for well-established market players to lead when it 

comes to innovation because they tend to have a brand and reputation to protect, as well as 

complementary resources (Grant, 2013; 2016). Therefore, it is critical to develop an explicit 

innovation strategy in order to reduce the risk of pursuing conflicting priorities, in addition, to 

adequately align customer demand and create customer value (Pisano, 2015). 

 

Furthermore, open innovation allows for reduced use of resources and capabilities because these are 

shared among the collaborative firms involved, and thus the risk is shared (Salter et al., 2014). Open 

innovation comes in many forms and therefore is not a fixed concept, for instance, open source 

software entails shared utilisation of open source software in both the development process and the 

outcome (Chesbrough, 2003; Huizingh, 2011). However, the adaption to open innovation 

circumstances can be challenging, because it requires an organisational change of systems and 

processes, such as transfer of knowledge and find a good fit of external R&D and objectives 

(Chesbrough, 2003; Salter et al., 2014). In contrast to open innovation, closed innovation refers to 

vertical integration where the development of proprietary innovation is internal (i.e., in-house), which 

might require capital-intensive investments (Chesbrough, 2003; Huizingh, 2011). Moreover, Porter 

(1985) emphasises that firms in pursuit of both cost leadership and differentiation tend to become 

stuck in the middle due to inconsistency between these two strategic orientations. In contrast, several 

researchers highlight that low-cost and differentiation strategies not necessarily are incompatible, and 

can establish sustainable competitive advantage rather than temporary dependent on contextual 

factors within an organisation (Hall, 1980; Hill, 1988; White, 1986).   
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3.4.1. Product Differentiation 

Differentiation strategies entail analysing both the firm (i.e., the supply side) and its customers (i.e., 

the demand side) in order to create uniqueness aligned with customer value creation that exceeds the 

cost of differentiation. In other words, differentiation is not only constrained to offering different 

product features but also identify and develop an understanding of customer needs and preferences 

to enhance a value-added customer experience (Grant, 2013; 2016). According to Hill (1988: 404), 

"the impact that differentiation has on demand depends on three major contingencies: the ability of 

the firm to differentiate its product, the competitive nature of the product market environment, and 

the commitment of consumers to the products of rival firms." The consistency between a firm's 

capability of identifying and supplying specific product attributes believed to be valued by customers, 

and its actual value to customers is of crucial importance. For instance, if a firm is incapable of this 

or the product uniqueness supplied is not valued by customers, there is little point in pursuing a 

differentiation strategy (Grant, 2013; 2016).   

 

Moreover, the complexity of a product in addition to its inherent attributes is essential, because the 

scope of differentiation it offers will be greater the more complex it is (Hill, 1988). Indeed, if a product 

differentiation is perceived as unique, customers are willing to pay a premium price for it, which is 

the overall objective of such strategy (Grant, 2013; 2016; White, 1986). Product differentiation 

enables a firm to create brand loyalty and capture a more significant market share at a given price and 

increased quantity (Hill, 1988). Information technology allows companies to differentiate their 

products and services, as well as create new ones in line with customer preferences and needs (Dälken, 

2014). Indeed, IT, as well as the Internet of Things, has contributed to enhancing product 

differentiation by enabling simpler and more efficient product features. Furthermore, focused 

differentiation is a niche strategy in which the overall objective is to serve a niche market better than 

competitors. This is simpler for SMEs, such as FinTech companies and smaller sized banks, because 

the key is to focus on a niche customer segment and develop uniqueness aligned with their preferences 

and needs (Porter, 1996; Simon, 1996). 

 

3.4.2. Cost Leadership 

The fundamental principle of a cost focus strategy, emphasised by traditional economists, is the price 

as a basis for competition in contrast to product differentiation. Historically, the competitive 
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foundation of a cost focus involved exploiting economies of scale and scope through investments in 

mass production and mass distribution. However, a recent shift has emerged in the context of cost 

advantage, in which companies have been forced to widen their horizon and think broader about cost 

efficiency (Grant, 2013; 2016). Essential cost drivers vary between different firms and their 

characteristics and thus need to be analysed concerning the specific company in question. Larger and 

more established firms tend to possess scale economics. Nevertheless, SMEs continue to survive in 

competition with bigger rivals (Grant, 2013; 2016). According to Dolgui and Proth (2010), there 

exists three ways to increase the competitiveness of a production system: (1) decrease production 

costs, (2) increase market share, and/or (3) adjust the price in accordance to the market. 

 

Moreover, adjustable pricing strategies are simpler and more efficient ways to compete on the 

foundation of cost; such pricing strategies entail price skimming, penetration pricing and yield 

management to mention some. The latter involves anticipating customers' requirement and 

competitors' behaviour in order to maximise profit. While, the goal of penetration pricing is to set an 

initial price lower than the market, whereas price skimming seeks first to set a relatively high price 

and then reduce it over time (Dolgui and Proth, 2010). In contrast, developing a process to reduce 

costs or to increase the market share is more difficult, and thus requires available resources and 

capabilities to a greater extent. New process technology may contribute to substantial cost reduction. 

However, it should be noted that most productivity gains from process innovation rarely originates 

from technological innovation (Grant, 2013; 2016). Furthermore, there is a higher risk of a zero-sum 

competition when market players competing on the basis of price, especially if they target the same 

customer demand and fail to segment their markets (Porter, 2008). 

 

Most European banks' profitability has suffered ever since the financial crisis and thus is not expected 

to change in the near future due to the high disruptive pressure on the financial industry (Cortet et al., 

2016). Hence, digitalisation diminishes profit margins in fee-based services, which account for 60 

per cent of banks' profit generation, obtained through cross-selling portfolios of other financial 

services (e.g., loans, mortgages, insurance, etc.) (DeLuca, 2017). As a result, the competition has 

become more intense, and thereby the banks have to determine a clear strategy, whether it is product 

differentiation or/and cost leadership, in order to potentially achieve a profit (Grant, 2013; 2016; Hirt 

and Willmott, 2014). Furthermore, payments, specifically retail payments, are an essential revenue 
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stream and therefore of strategic importance to maintain client relationships for banks (Cortet et al., 

2016; DeLuca, 2017). Indeed, it is crucial that incumbents strategically focus on customer experience 

and preferences since many retail customers highlight a lack of relationship with their bank (Dietz et 

al., 2015). 

 

3.5. Segment Focus and Customer Selection 

For new entrants in mature industries, such as the banking sector, opportunities can arise from 

incumbents' strategies for establishing new segments. Market leaders tend to focus on the mass market 

rather than market niches, and thus new players are more likely to take advantage of this by supplying 

underserved customer needs (Grant, 2013; 2016). The underlying logic of segment focus and 

customer selection is to analyse individual customer characteristics and preferences to disaggregate 

the market further and target more attractive customers. Hence, the use of information technology 

allows for new approaches to CRM. Information technology makes it possible to identify individual 

customer needs, their profit contribution to the corporation and organise appropriate marketing 

around it (Grant, 2013; 2016). According to PwC financial services report (2017: 5), "financial 

institutions, both retail and commercial, have more data on their customers than anyone else. But they 

still struggle to extract meaningful information and use it for good business decisions.” Hence, 

opportunities arise for new industry players to take advantage of unsatisfied banking customers, 

which facilitates a share of the market. Similarly, imitation of product differentiation by competitors 

can result in the creation of new market segments. It is evident that pursuing differentiation strategies 

also entail decisions regarding segments in which a firm competes (Grant, 2013; 2016).  

 

The prominent influence of digital technology has changed consumer expectations significantly, as 

the Internet has become a dominant force in daily life (Cortet et al., 2016). Customers expect faster, 

seamless and more convenient banking solutions in relation to both interaction and consumption of 

financial services due to the rapid growth of digital applications, which enables a larger pool of data 

collection (Cortet et al., 2016; Deluca, 2017). In the FinTech landscape, new entrants strategically 

focus on specific parts of the banking value chain, and thus they establish a market position for 

themselves by delivering superior niche alternatives to what the traditional banks offer (Cortet et al., 

2016). Disruptive innovation theory holds another interesting aspect by emphasising that a particular 

innovation might be disruptive to one industry player, while on the other hand provide sustainable 
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opportunities to another. Thus, timing is essential due to the rapid pace of technological development, 

which might outrun customer demand and as a result discard valuable organisational resources and 

capabilities (Enders et al., 2007). Moreover, customer preferences and experiences are essential to 

consider for banks when undertaking strategic decisions and in relation to the utilisation of resources 

and capabilities. Indeed, the theory emphasises that customers have a significant influence on the 

allocation of resources in an organisation (Dietz et al., 2016; Enders et al., 2007). 

 

3.6. Blockchain in Financial Services 

A lot of potentials are identified for DLT, but also many hurdles that need to be adequately solved 

before successful blockchain-based solutions can be implemented. Blockchain is viewed as a radical 

innovation and perceived to change the rule of the game, and thus pressures incumbent banks to be 

more innovative and rethink their future value propositions. According to Beck and Müller-Bloch 

(2017), radical innovation differs from incremental innovation, because it entails new technologies 

with new functionalities rather than adding functionalities to existing technologies. Thus, it involves 

a lot of uncertainty (e.g. technical, market and resources), where companies that adapt to blockchain 

technology might encounter significant organisational changes and unpredictable development (Beck 

and Müller-Bloch, 2017). However, technological innovations contribute to vertical disintegration 

and allow firms to capture parts of the value chain within an industry (Barbey et al., 2017). In an 

industry evolution, the establishment of standards is a key event. Grant (2013: 235) defines a standard 

as "a format, interface or a system that allows interoperability." Standards exist in different formats 

(e.g., public, private, mandatory, etc.), and in addition, it is possible to build on existing standards 

(Deshpand et al., 2017). A public standard is free and available for all, which do not include any 

privately owned property. In contrast, a private standard is standards where design and technologies 

are owned, meaning that you as owner benefit if others buy or license it (Grant, 2013; 2016). 

Standards can play an essential and supportive role in the development and adoption of blockchain 

technology (Deshpand et al., 2017). 

 

Furthermore, innovators compete for standards due to the lack of scope for standards currently 

established concerning blockchain technology. Thus, this facilitates the development of different 

blockchain networks based on diverse requirements, which, in turn, will result in the establishment 

of different formats of standards. Timing is crucial, as with other emerging technologies, when it 
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comes to the development of a standards strategy (Deshpand et al., 2017). An essential issue would 

be the interoperability between these different ledgers; however, a potential solution could be a side 

chain (i.e., a simple way to translate actions from one blockchain into another) (Meiklejohn, 2017). 

The complexity embedded in blockchain mirrors that many participants are required for it to work 

most efficiently. Consequently, the technology has to overcome these obstacles to prove successful 

in different application areas, also referred to as use cases. The complexity of a product is fundamental 

when evaluating if technology will improve the product. When having many attributes (i.e., high 

complexity of a product), following a differentiation strategy of the product will be more valuable 

(Grant, 2013; 2016; White, 1986). Blockchain is a database that connects many participants and can 

store several attributes to a product. To exploit the value of blockchain further, some application 

opportunities have been identified for the improvement of banking products in financial markets.   

 

3.7. Use Cases in Financial Markets 

Blockchain technology is perceived to revolutionise financial services and hold the key to banking’s 

future (Beck and Müller-Bloch, 2017; Zander, 2014). The following use cases are acknowledged as, 

but not limited to, the most prominent DLT application areas in financial markets. 

 

3.7.1. Cross-border payments  

One notable use case is speeding up and simplifying cross-border payments. Traditionally, 

transferring money will go through several intermediate parties due to verification before the 

transaction can be delivered. Cross-border payments continue to be expensive for the correspondent 

banks due to the message transmission provided by SWIFT since banks struggle to agree on these 

terms. In addition, this, in turn, becomes expensive for the banks' respective customers because higher 

fees are charged for international remittances (Ravishankar, 2017). If a person outside Europe wants 

to receive money in his/her local bank, it has to go through other intermediate banks and exchange in 

different currencies before it arrives. This can take up to three days depending on the country in 

addition to the risk of delay, double spending and further costs owing to modifications (Cong and He, 

2018). Due to the complex transaction processes in the current correspondent banking system, 

blockchain can contribute to a more efficient transaction delivery and reduce the number of 

middlemen involved (Guo and Liang, 2016). Commercial cross-border payments can be executed in 

near real-time and almost cost-free (Dierksmeier and Seele, 2016; Wong, 2014). However, it is 
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important to notice that there exist barriers for the proposed use case. To use pure blockchain 

technology, which is suggested, the exchange of cryptocurrencies into local accepted currencies at 

destination can be a problem due to enormous volatility, in addition to regulatory response in this 

context (Dierksmeier and Seele, 2016).  

  

3.7.2. Share trading and Trade finance 

Another use case considers the future of share trading. Trading shares and options include several 

parties, such as brokers and the stock exchange, making the process time-consuming and complex 

(Morabito, 2017). By creating a secure ledger that is decentralised, it gives every party some control 

of the validation and reduces the number of middlemen, resulting in an even more efficient settlement 

process. Besides, it will be more secure due to the private/public key system, because any asset can 

be registered in the blockchain where the owner is in control of the corresponding private key. When 

sold, the ownership including the private key will be transferred to the buyer (Swan, 2015). Similar 

to shares, the process will be simplified for both global import and export transactions, by 

programming the procedure in a smart contract (Guo and Liang, 2016). The security in relation to the 

ownership of assets is essential, where blockchain reduces risk through its attributes (i.e., 

transparency and irreversibility) within the smart contract in contrary to receiving manual checks 

from financial institutions (Guo and Liang, 2016). DLT facilitates better tracking of goods at any time 

(e.g., shipped, stored, right temperature and physical location, etc.) and more efficient verification 

when all parties have equal access to transaction and shipping records. For instance, IBM and Maersk, 

in cooperation with Hyperledger Fabric, have developed a pilot digitalised supply chain for trade 

finance utilising blockchain technology (Cong and He, 2018).  

  

3.7.3. Smart contracts  

The third use case entails the benefits of smart contracts, which can be utilised for any form of asset 

registry, inventory, and exchange (Swan, 2015). DLT can facilitate added contractibility and 

enforceability of greater distributed information in an algorithmically automated way (Cong and He, 

2018). One benefit is the security of a contract, a smart contract due to the technology will be more 

secure than a traditional contract. Also, smart contracts reduce the number of intermediate parties 

necessary. Moreover, smart contracts can be used to transact blockchain-encoded property, also 

referred to as smart property, via contracts subject to existing laws. Thus, both smart contracts and 
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smart property remove the trust relationship required, which facilitates a more significant amount of 

trade, in addition to reducing fraud and mediation fees (Swan, 2015). One important fact and potential 

drawback, forming the quality of the contract is what kind of quality the input has, which defines the 

output. If there is an oversight in the code, the consequences can be even more destructive than for a 

traditional contract. The code is not freely interpreted, but interpreted by computers making them 

irreversible or at least hard to reverse (Swan, 2015). 

  

3.7.4. Identity management 

The final use case considers how to improve online identity management. Today, when registering 

as a new customer you need to fulfil several steps. If a customer wants financial services, such as a 

mortgage, higher security is required and need to comply with “know your customer” regulations. 

Blockchain can be used for creating an identity verification called digital ID, making the control of 

who access their personal information easier (Jacobovitz, 2016). This information will be stored on a 

secure ledger. The effort of registering each time will disappear since each user can give other access 

to their digital ID. Moreover, the digital ID would improve the KYC processes, where DLT would 

reduce the costs of the verification process of financial institutions and increase the customer 

experience. The core KYC verification is only conducted once, regardless of how many financial 

institutions the customer utilises. DLT allows the customer to share their core KYC verification 

securely with financial institutions due to the attributes of blockchain, such as irreversibility and 

transparency (Moyano and Ross, 2017). 

   

 

 

  



   
 

41 
 

4. THE BANKING INDUSTRY IN NORWAY AND SCANDINAVIA 

4.1. Banking Industry in Norway 

The Scandinavian market, as well as the Norwegian market, is subject to similar competitive forces 

as the entire banking industry on a global basis, as reviewed in chapter 3. The reason for this is the 

evolution of the digital age, as well as deregulation and globalisation. Indeed, banks in Scandinavia 

are ahead of banks in Southern Europe in the adoption of the fully digital banking services. 

Furthermore, the European banking industry is further along than in the U.S. (Dietz et al., 2015). The 

digital revolution has caused a strategic shift towards a customer focus, forcing banks to re-evaluate 

the industry threats and opportunities as a result of disruption (Forbrukerrådet, 2013; Weill and 

Woerner, 2015). 

 

The Scandinavian and Norwegian market has encountered some degree of consolidation over the last 

years, which has facilitated a higher concentration of incumbent banks (e.g., the merger between Den 

Norske Bank ASA and Gjensidge NOR Sparebank ASA in 2004). One can argue that this results in 

lower competition among the traditional banks, while the rivalry among advanced incumbents 

becomes higher. The financial markets within the Nordic countries are relatively integrated, and thus 

competition arises because foreign banks also operate in the Norwegian market. In addition and 

consistent with the global market, the threat of new entrants has increased in Norway as a result of 

new digital banking solutions and a shift in consumer expectations (Finans Norge, 2015).  

 

The banking sector in Norway consists of more than 120 Norwegian banks, as well as foreign banks 

permitted to operate in this market based on Norwegian and EU/EEA regulations. The development 

of technological solutions has facilitated a competitive environment, specifically in relation to 

obtaining customers. For instance, a person living in the Northern part of the country can be a 

customer of Sparebanken Vest operating in the South West (Finans Norge, 2014). Moreover, the price 

mechanism in the market is an important indicator that the price difference among banks varies. 

According to Finans Norge (2014), the price between banks in the Norwegian market differs with up 

to 20 per cent, which provides opportunities for banks to attract customers actively. Nevertheless, 

Norwegian banks compete in other areas than price, such as competence, technological innovation, 

product differentiation and a wide product range to mention some. 
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In line with the global banking sector, Norwegian consumers have equal access to information 

regarding different bank products and services. Indeed, the consumer council in Norway (i.e., 

Forbrukerrådet) has taken initiatives in collaboration with the financial industry and established 

Finansportalen (i.e., a price portal where all banks report their different product prices) in order create 

more transparency. To what extent banking customers actually utilise this information is debatable, 

however, it is assumed that consumers are unaware of their bargaining power in this regard (Finans 

Norge, 2014). Digital solutions have made it much simpler to switch bank provider; actually, 41 per 

cent of Norwegian customers changed bank- and insurance services in 2016. This indicates that 

customers are becoming more aware of their bargaining power and how to better utilise the available 

information provided in the banking sector (Forbrukerrådet, 2017). 

 

In recent years, the visibility of online banking and mobile banking usage has increased substantially 

in Norway. According to Finans Norge (2015), 3.7 million Norwegian banking customers use online 

banking, while almost half use mobile banking. Hence, fewer and fewer customers interact with the 

bank in person. In fact, 1 million customers say they never use bank branches (Finans Norge, 2015). 

This emphasises the massive impact of digital technologies on the Norwegian banking industry, and 

thus the increased bargaining power of suppliers. Suppliers, such as Nets Norway and EVRY, deliver 

electronic banking solutions as an efficient and more secure replacement of traditional systems. 

Nevertheless, over the years it has become more common to use foreign suppliers, specifically from 

Scandinavia, while some banks seek to internalise these technological solutions, which reduce 

suppliers bargaining power to some extent (Justis- og beredskapsdepartementet, 2006). 

 

4.2. Regulations applied in the Norwegian Market 

In the Norwegian market, the Financial Supervisory Authority is the primary regulator in Norway. 

FSA ensures that entities behaviour in the financial market meet the financial requirements and are 

resistant to changes in the financial market (FSA, 2016). It has been identified that banks are limited 

to innovate the payments arena as a regional problem, where non-banks providers get more involved 

in incumbent banks. In 2007, Payment Services Directive (PSD1) was established, which is a 

European regulation to give guidelines for non-bank providers. Even though it is a European 

regulation, it will also apply for the Norwegian market, where FSA secures that Norwegian 

incumbents comply with it. 
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European regulators want to further enhance competition and innovation for non-bank providers, 

thereby introducing structural measures for non-banks with PSD2. PSD2 aims to open the payments 

market for innovative (i.e., bank and non-bank) providers in response to the changing customer 

behaviour and digitalisation. As a result, PSD2 changes the payments ecosystem by introducing new 

regulated roles referred to as third party providers (TTPs) (Cortet et al., 2016). Moreover, the banks 

will face more economic challenges, due to new regulations on security and developments of API. 

Additionally, the banks are afraid that it will get more difficult to stand out, which could lead to more 

partnerships (Hellström, 2017). 

 

In light of this, the regulators want to improve the security measures, reduce risk and improve data 

protection, which is the aim of General Data Protection Regulation (GDPR) (Cortet et al., 2016; 

Tankard, 2016). GDPR expands the data protection, where the users need to comply with information 

any organisation collects including cloud storage. The personal data definition is extended by 

including information that directly and indirectly can identify a person. Moreover, it is crucial for 

organisations to follow the new regulations and implement it to avoid sanctions for non-compliance 

(Tankard, 2016). A second emerging regulation that aims to integrate the market environment across 

Europe is Markets in Financial Instruments Directive (MiFID II). MiFID II contributes to more 

transparency in the market, where the buy-side regardless where in Europe the transaction takes place 

will be more protected. It still requires more attention from other regulations to readdress existing 

frameworks and their compliance (Prorokowski, 2015). As a result of changing markets, new laws 

are developed to control the new powers. 

 

4.3. Banks operating in Norway 

The Norwegian bank market consists of several different bank providers. However, the thesis focuses 

on some particular banks, limited to the research participants, to get a deeper understanding of the 

banks’ strategy and viewpoints of technological development. 

 

Danske Bank 

Danske Bank is one of the leading Nordic financial institutions, with a customer portfolio of 2.7 

million retail and corporate customers. The bank's main goal is customer satisfaction, and their 

strategic core is to provide innovative solutions for corporate as well as retail customers. Danske 
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Bank entered the Norwegian market in 1999 when they bought Fokus Bank, and then slowly changed 

the name to Danske Bank. Furthermore, Danske Bank is a member of the blockchain-based 

consortium R3 (Danske Bank, 2018a). 

 

DNB 

DNB is the largest bank in the Norwegian banking industry. DNB’s history consists of several merger 

and acquisitions, where the bank has strategically gained a superior position in the market today. 

DNB made a change in their strategy in 2017, where they announced that their mission is to contribute 

and secure that customers are up to date with digital applications and technological innovation (e.g. 

Vipps and Spare) (DNB, 2017). Moreover, DNB wants to react quickly to changing customer 

expectations. The bank has 2.1 million retail customers and 210,000 corporate customers in their 

customer portfolio (DNB, 2018). Furthermore, DNB is also a part of the R3 consortium and involved 

in the blockchain project Marco Polo (R3, 2018). 

 

SpareBank1 

SpareBank1 is an alliance consisting of 14 independent banks, which are cooperating with each other. 

Their alliance wants to provide the best help for customers in their everyday economics. SpareBank1 

has 300 offices in the whole country, contributing to one of their values closeness. They want to be 

close to their customers, in terms of having many local offices available for customers across Norway.  

The second value is accomplishment, which means that they seek to be good at their financial services 

(Sparebank1, 2018). 

 

Sparebanken Vest 

Sparebanken Vest is the third biggest independent sparebank in Norway with its 250.000 retail- and 

corporate customers. Sparebanken Vest wants to contribute to the development in the Western part 

of Norway in relation to investing in the inhabitants and corporate segment, whereas the primary 

vision is to share the surplus with the rest of the region for further development. Moreover, 

Sparebanken Vest is associated with being a family bank for all age groups (Sparebanken Vest, 2018). 

 

SEB 

SEB is a leading Swedish bank and one of the Nordic financial institution that established an office 

in Norway in 1994. Their vision is to provide services that are of top quality for their customers, 
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where the customers' need is always the first priority, and continuously tries to understand how to 

improve their products. SEB has 4 million retail customers in their operating countries and 403.000 

SME- and corporate customers. In Norway, they are a corporate bank but provide services for 

personal banking customers, which refers to top-tier wealth management (SEB, 2017). SEB has since 

2016 been in agreement with Ripple, where the goal is to build a complete payment solution including 

all geographic and time zones in which they operate, starting internally (SEB, 2016). 

 

Handelsbanken 

Handelsbanken is initially a Swedish bank that has been present in Norway for almost 30 years and 

thus is considered as one of the biggest banks in the Norwegian market. The bank has grown over the 

years through several acquisitions. Handelsbanken’s main goal is to build everything around the 

customer, where the customer is the centre point by integrating the customer needs and achievements 

jointly. Their overall goal is to have lower cost and more satisfied customers than their competitors 

(Handelsbanken, 2018). 

 

4.4. Retail Banking Customers in Norway 

A recent survey developed by EPSI (2017), shows that the banks that are best able to align and satisfy 

the diverse customer demand have the most satisfied customers. Overall, the majority of customers 

in Norway are satisfied with the bank products offered by their bank. However, in terms of customer 

relationship (e.g., customer service and supervision), this is an area that could and should be improved 

according to EPSI (Høst, 2017). Moreover, customer satisfaction with the banks in Norway has 

increased since last year to a moderate level. Nevertheless, there is always room for improvements. 

The statistics show that roughly 40 per cent of the customers are very satisfied, while 1 out of 4 is 

dissatisfied with their bank (Høst, 2017). 

 

In contrast, with regard to customer loyalty, this is an area that has shown historically low levels. 

Thus, a majority emphasises that they do not care which bank they have, as long as the conditions are 

good (i.e., 60 %). In addition, 30 per cent of Norwegian customers state that they would choose 

another bank if they could choose again (Høst, 2017). In relation to the banks with branches in 

Norway, Handelsbanken is the bank with best results. Whereas, DNB possess the lowest score 

overall, despite their development in terms of innovative products and strong position among the 
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younger customer segment. Another bank that struggles to maintain customer relationships is Nordea, 

which has a great potential for improvement (Høst, 2017). 

 

Table 1: Customer satisfaction in the personal banking market in Norway over the past 5 years 

Customer Satisfaction - Private Market  
  2013  2014  2015  2016  2017  
Danske Bank  65,6  66,7  73,1  70,2  73,1  
DNB  64,7  65,0  67,9  62,9  65,9  
Eika Alliansen  77,1  74,5  76,5  73,2  76,9  
Handelsbanken  75,0  74,9  75,8  74,2  77,5  
Nordea  67,1  67,9  67,6  67,7  66,6  
Skandiabanken  78,5  78,7  79,1  79,8  80,4  
Sparebank1  68,8  69,3  71,6  70,9  71,3  
Sparebanken Sør  72,2  74,0  72,5  72,0  76,0  
Sparebanken Vest  71,8  70,2  69,9  70,3  70,6  
Other banks1 74,2  73,2  74,8  72,9  76,0  
The Industry Total  69,8  69,6  71,5  69,3  70,9  

 (Adapted from EPSI, 2017)  

 

EPSIs customer survey indicates that Norwegian customers’ demand and value supervision, which 

strengthens the overall customer experience. Furthermore, retail customers emphasise that the banks 

could be more proactive, in which they struggle to inform adequately in relation to the customer 

relationship. Roughly, half of the customers that participated in EPSIs survey state that they have a 

fixed customer advisor. Thus, these customers are more satisfied with the customer experience 

delivered by their bank, than the customers that do not have a customer advisor. In addition, the 

survey shows that customers with a longer customer relationship with their bank are less satisfied as 

opposed to those that have newly established a customer relationship (Høst, 2017).   

                                                             
1 Other banks include interviews with customers of other banks the above mentioned. For example Sparebanken Møre, 
Sparebanken Øst, BN Bank, KLP and OBOS Banken to mention some. 
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5. METHODOLOGY 

5.1. Introduction 

In this chapter, the data collection strategy relevant to the preceding research study will be presented 

based on the research gap identified in the introduction. The following research question was devised 

to form this research endeavour: How banks’ strategic logic behind cross-border payments is 

consistent with retail customer demand in the Norwegian market. In order to answer this research 

question, a proper methodology is designed. The following section outlines the research philosophy 

relevant for this study, accompanied by the section presenting the data collection methods utilised. 

Sample strategy and sourcing is following up the data collection method section, assisted with a 

review of the relevant data analysis tools used. The final section highlights validity and reliability for 

quantitative as well as qualitative research, followed by an outline of ethical considerations within 

this research study. 

 

5.2. Research Philosophy 

Different research studies apply diverse methodological approaches depending on the appropriate 

philosophical paradigm for their research. The two main methodological approaches are separated 

into quantitative and qualitative research, underpinned by the two prominent epistemologies: 

positivism and interpretivism (Hudson and Ozanna, 1988; Weber, 2004). Positivists seek to explain 

and describe human behaviour, they assume that social reality is tangible and objective, and thus 

exists independently of the research subject (Hudson and Ozanna, 1988). The positivist approach 

holds that only observable social reality can provide credible data and facts (Saunders et al., 2009). 

In contrast, interpretivists view social reality as contextualised in which research subjects are active 

and socially constructed in the research process, and thus are inseparable. Interpretivism seeks to 

explore and understand the differences between humans as social actors, and hence gain subjective 

knowledge of the social world and human experiences (Saunders et al., 2009; Weber, 2004). 

Moreover, another research philosophy applicable to this research endeavour is pragmatism, which 

allows for a mixed method design in order to answer the research questions in the most cohesive way. 

This approach is believed to be the most appropriate because it enables an objective and subjective 

point of view, and integrates different perspectives to properly interpret the data in accordance with 

the research questions (Saunders et al., 2009).  
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5.2.1. Deductive or Inductive? 

In order to determine a quantitative or qualitative research strategy, it is very important to understand 

the role of theory in relation to the research conducted. This consideration refers to the principal 

orientation of inductive or inductive theory (Bryman and Bell, 2011; Saunders et al., 2009). A 

deductive orientation is often underpinned by a quantitative research strategy and involves the 

development of hypothesis testing the existing theory utilised. In contrast, researchers following an 

inductive orientation aim to develop and build on existing theory in order to gain a subjective 

understanding of research context (Bryman and Bell, 2011; Saunders et al., 2009). In line with 

pragmatism research philosophy, these principal orientations can be combined and might be 

advantageous. However, it is crucial to consider the practical criteria in relation to the nature of the 

research topic and where the research emphasis lies (Saunders et al., 2009). Saunders et al. (2009) 

suggest adopting an inductive orientation for relatively new research topics with limited existing 

literature. Due to the nature of this research topic and lack of existing literature in certain areas, this 

research aims to work more inductively. Hence, the researchers believe that an inductive orientation 

is the most appropriate approach in order to interpret and answer the research questions most 

effectively.  

 

5.3. Data Collection Technique 

5.3.1. Qualitative or Quantitative? 

A distinction between quantitative and qualitative research approaches is required in order to fully 

grasp the most suitable data collection technique for this thesis. Researchers following a qualitative 

methodology aim to explore and provide a deep and subjective understanding of social action. Whilst 

for quantitative research, the overall aim is to predict and quantify the objective truth (Bryman and 

Bell, 2011; Saunders et al., 2009). Both methodical approaches have their strengths and weaknesses, 

many of which relate to bias and thereby critical to address. Quantitative research holds an external 

and informal point of view; however, it neglects to some extent the in-depth nature that qualitative 

research provides. On the other hand, qualitative research usually entails a relatively small and 

selective sample size in which raises suspicion of bias (i.e. the researcher can have an influence on 

research participants). Both methods can be time-consuming dependent on the data collection 

technique utilised, for instance, quantitative random selection or qualitative research interviews (Carr, 

1994; Saunders et al., 2009).  
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Figure 5: Strengths and weaknesses of quantitative and qualitative 

 

(Adapted from Choy, 2014: 101) 

 

One method is not superior to the other; rather the most applicable approach is dependent on the 

nature of the research study in question. Ideally, a combination of quantitative and qualitative 

techniques and procedures can be used, which refers to multiple methods (Saunders et al., 2009). 

Furthermore, it is important to distinguish between mixed methods and mixed model research. The 

latter combines qualitative and quantitative in all phases of the research, either by “qualitising” 

quantitative data or opposite. In contrast, mixed methods research allows for either parallel or 

sequential qualitative and quantitative data collection techniques and analysis procedures without 

combining them (Saunders et al., 2009). The main purpose of using a mixed methodology is based 

on an in-depth understanding and corroboration of the research conducted (Johnson et al., 2007). In 

line with pragmatism research philosophy, multiple methods aim to design the methodology around 

the research questions and objectives in order to provide the most effective and cohesive outcome. 

Therefore, the mixed methods research approach is believed to be the most appropriate and suitable 
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for this research endeavour. The following section will elaborate further on the data collection 

techniques that will be utilised within this thesis. 

 

5.3.2. Mixed Methods Approach 

This thesis will utilise a mixed methods approach due to the nature of the main research question 

provided. The data collection techniques that will be applied are qualitative interviews complimented 

and underpinned by a quantitative survey. Following a mixed methods approach enables greater 

opportunities to answer the research questions, and address the key issues based on different purposes 

in the research (Saunders et al., 2009). The reason for utilising two independent sources of data is 

based on the facilitation of supporting arguments, as well as to determine the level of consistency, in 

order to provide a comprehensive discussion. However, it should be noted that, even though the 

research findings usually provide more validation when using mixed methods, the results might not 

be predictable (Saunders et al., 2009). In line with simultaneous triangulation, the two sources of data 

were collected with limited interaction, while at the interpretation stage the results will complement 

one another (Johnson et al., 2007). By utilising a qualitative research approach assisted by a 

quantitative component, it is more plausible to provide a richer data collection. This choice of method 

enables a conceptual development of the research topic as a whole. Due to the nature of this thesis, it 

is believed that the quantitative survey will serve the qualitative interviews, which is the dominant 

approach, in validating and explaining the findings (Johnson et al., 2007). The specific data collection 

techniques used in this research study, a quantitative survey and qualitative interviews, are outlined 

below. 

 

5.3.2.1 Survey 

The survey strategy is a popular approach due to its ease of sizable data collection and standardised 

data that facilitates simple comparison. This data collection technique usually follows a deductive 

orientation and is therefore mainly utilised for exploratory and descriptive research (Saunders et al., 

2009). Following a survey technique enables quick administration and evaluation of the data 

collected. The descriptive data obtained through this strategy allows for determination of the extent 

of agreement or disagreement between the respondents, as well as the level of consistency with the 

qualitative findings. Furthermore, it facilitates easy comparison between the research participants and 

the overall results obtained (Choy, 2014). Nevertheless, one main drawback of the survey approach 
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is that it neglects in-depth information, which often is required in order to effectively respond and 

utilise the information collected. Another possible shortcoming of this strategy is its accuracy because 

it usually requires a large-scale sample size, which can be limited due to lack of sufficient resources 

(Choy, 2014; Saunders et al., 2009).  

 

Moreover, a self-administrated, internet questionnaire was used within this research, making it less 

time-consuming due to its automated nature and ensures individual responses unaffected by other 

people (Saunders et al., 2009). The survey entailed 16 questions in its entirety in which 3 of them 

were underlying another question, and thus optional depending on the prior answer (Appendix A). 

To ensure high quality and responsiveness, it is important to consider the complexity of the 

questionnaire, as well as the length, because it must be in line with the interest of respondents. 

Otherwise, this becomes a major drawback, resulting in either lack of respondents or bias based on 

misperception, in which the researchers cannot undo (Saunders et al., 2009). The survey questions 

were developed to provide corroborative findings in accordance with the qualitative results in order 

to meet the overall research objectives. 

 

5.3.2.2. Semi-structured interviews 

Interviews involve three main structures; structured/quantitative, semi-structured and unstructured, 

in which the two latter are tied to qualitative research. The quantitative style seeks to maximise the 

validity and reliability of key factors, rather than a more flexible structure with greater depth in which 

semi-structured and unstructured interviews allow (Bryman and Bell, 2011; Saunders et al., 2009). 

Due to its flexibility and gathering of relevant detailed information, semi-structured interviews are 

believed to be the most suitable structure for this research context. It permits both open-ended and 

closed-ended questions to enhance the knowledge collected from the research participants, which 

enables a rich data volume. However, qualitative interviews have received criticism in this regard, 

because they can be quite time-consuming and result in an overload of data (Bryman and Bell, 2011; 

Saunders et al., 2009). Moreover, semi-structured interviews usually follow a list of themes and 

questions to cover specific topics, referred to as an “interview guide”. However, it is not constrained 

to these specific questions, its flexible nature allows for additional questions and may vary depending 

on the flow of the conversation (Bryman and Bell, 2011; Saunders et al., 2009).  



   
 

52 
 

The interviews conducted were prepared with key questions in advance (Appendix B). The interview 

guide utilised within this research endeavour entails four themes: strategy, international payments, 

customer data and analytics, and blockchain technology. These themes are underpinned by 12 open-

ended questions in its entirety and designed in order to explore the research questions provided most 

sufficiently. Thus, additional questions were asked when needed and in terms of a specific 

organisational context. There are several ways to conduct research interviews, such as face-to-face, 

telephone or email to mention some. Although face-to-face interviews are more common, the 

interviews obtained through this study were all conducted over the telephone or electronically via the 

Internet (i.e. Skype) on a one-to-one basis. Telephone interviews involve higher speed of data 

collection and less cost. On the contrary, lack of personal contact contributes to lower trust and less 

honest answers (Saunders et al., 2009). In addition, lose some of the advantages a face-to-face 

interview has in gaining additional information because they neglect the observation of social cues 

(e.g. body language, eye movements or situational details) (Black, 2006). However, it can be argued 

that social cues lose some of its advantages if the participant is an expert within an unrelated field or 

misunderstand the topic (Emans, 1990). The following section will elaborate on the reasoning behind 

the sampling strategy utilised in this thesis. 

 

5.4. Data Selection and Sample Strategy 

5.4.1. Qualitative interviews 

Each form of qualitative interviews sample collection has a distinct purpose. Non-standardised has 

the same purpose as standardised in terms of understanding what and who, but non-standardised 

additionally tries to understand why, which substantiate this explorative study (Saunders et al., 2009). 

The thesis selection of data sample is restricted due to lack of transparency and time constraint on 

behalf of research participants (Bryman and Bell, 2011). When determining an appropriate sample 

size for the qualitative interviews several factors will be of importance, such as researcher’s 

experience and competence, quality of interviews and participants of interviews per subject (Marshall 

et al., 2013; Saunders et al., 2009). The qualitative data sample was collected in line with the research 

questions, which entails persons working in the banking industry with knowledge about blockchain 

technology and banking products. Due to the fact that availability and time constraints have been 

important for potential interviewees, the snowball sampling method was applied. The researchers 
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used contacts who have a network within banking to increase the ratio of suitable participants with 

sufficient knowledge (Bryman and Bell, 2011; Saunders et al., 2009).  

 

The thesis collected six interviews, which lasted approximately 25-35 minutes each. Crouch and 

McKenzie (2006) emphasise that small sample sizes for interview-based studies are becoming more 

common in social science. When referring to small sample it is meant everything under 20. 

Additionally, smaller sample size gives the possibility of collecting more detailed and accurate 

information, which is essential due to the complex context of the research questions (Henry, 1990). 

All the interviewees were asked for permission to audio-record to ensure that all opinions will be 

included in the analysis, which is of importance for the data quality (Saunders et al.  2009). Notably, 

the interviews were conducted in English as well as in Norwegian in alignment with interviewees 

preference and what they felt was most comfortable. It was important to get a variation of 

interviewees’ background and education, which varies from blockchain expertise to manager of 

private sales product, to highlight different perspectives in line with the research context. The 

background of the interview participants relevant for this study is presented in table 2, for further 

details, please see Appendix C. 

 

Table 2: Interview Participants 

Name Title Bank 

Anders Ahlgren Product Development Specialist SEB 

Lasse Meholm Head of Blockchain & DLT Strategy IT DNB 

Thor R. Klevstuen Business Developer Payments Sparebank1 

Jesper W. Hamann Chief Consultant in Personal Banking Danske Bank 

Lars Madsen IT architect within Digital Platform Sparebanken Vest 

Stig Gran Manager within Cash Management Sales Handelsbanken 

 

5.4.2. Quantitative survey 

It is important to ensure that the survey will collect the exact data required to answer the research 

questions (Saunders et al. 2009). The questionnaire contributes to a descriptive data sample to 

comprehend opinions and attitudes of retail banking customers. The estimation of the quantitative 

data sample size is based on the Norwegian population of 5.2 million inhabitants (Hartvedt and 
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Høydahl, 2017). The law of large number indicates that sample of larger absolute size is more likely 

to be representative of the population they are drawn from (Saunders et al., 2009). Hair (2009) argues 

that with a population of more than 1 million a number of respondents of 300 people are sufficient to 

determine a representative population. Due to time constraints and geographical disperse, the total 

collected data sample consisted of 142 respondents with focus on getting a broad scale within the 

categories, by having respondents in each category (Saunders et al., 2009). Stutely (2003) argues that 

a rule of thumb is to calculate a minimum number of 30 respondents for each category. The 

respondent amount of 30 will thereby determine a normal distribution for the sample. For the 142 

respondents, the rule of thumb will apply for some of the categories and then to some extent be 

representative, whereas the other categories will give an indication (Saunders et al., 2009). 

Researchers within quantitative research often have an urge to generalise to a population, which might 

provide misperception of sample representativeness. The researchers’ awareness of this drawback 

contributes to carefully interpretation of the data sample size and its representation of the population 

(Bryman and Bell, 2011). 

   

Each research participant was selected to base discussion foundation for the context of the research 

questions. For the quantitative respondents, it was crucial to include a broad age range that has a 

Norwegian bank account in the age class between 18-75 years. Due to the sample frame and reduced 

possibility to collect data from the entire population of 5.2 million inhabitants, non-probability 

sampling strategy was applied (Bryman and Bell, 2011; Saunders et al., 2009). Non-probability 

sample contributes to the possibility to generalise from a non-probability sample of the population, 

but not on statistical ground, which is beyond the purpose of this survey. To ensure that not only 

acquainted persons answered, we asked previous respondents to share it with their workplace or 

acquainted, contributing to the snowball sampling (Bryman and Bell, 2011; Saunders et al., 2009). 

The snowball sampling will contribute to collect primary data in a cost-effective manner over a short 

duration of time. However, this sampling strategy tends to create bias due oversampling in a particular 

network. Thus, in order to reduce further bias self-selecting sampling is also utilised (Saunders et al., 

2009). The researcher asked different people who passed by a certain location if they wanted to 

participate in the survey, where it was pointed out that it was voluntary and anonymous. As a result, 

approximately 50/50 of the respondents consist of random respondents (i.e. self-selected) of the 

population, whereas as the remaining 50 per cent where reached through the snowball effect. 
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5.5. Data Analysis Tools 

5.5.1. Template analysis 

In view of analysing the collected data to answer the research question most effective, a thematic 

analysis called template analysis method is applied (King, 2012). Several other methods can be 

utilised such as data display analysis and grounded theory. The data display is an analysis based on 

reduction, simplifying and summarising data. Additionally, to organise and assemble data into 

summarised diagrams. This approach might contribute to marginalisation of small details in terms of 

the reduction method, whereas all information in this study is equally important due to the small 

sample size (Saunders et al., 2009). The grounded theory is used to generate theory around core 

themes and give an explanation. With a set procedure, you need to follow each stage of the analysis 

systematically, while the nature procedure of the analysis is ignored (Andersen, 2003; Saunders et 

al., 2009). The template analysis technique, on the other hand, allows flexibility to make the analysis 

tailored around the research project and determine a clear structure (King 2004; Saunders et al., 2009). 

 

The most common data sample utilised for template analysis is interview transcriptions, which 

highlights this analytical framework’s relevance for this research (Brooks and King, 2012; Brooks et 

al., 2015). Due to the fact that the interviewers lack competence and are inexperienced, the flexible 

style and format allow the interviewers to tailor the data to the research questions provided (King, 

2004). Furthermore, template analysis conducts several categories and attaches those to units of data. 

The data identified in the categories are coded to find patterns, relationship and themes. The method 

does not insist on a fixed number of level in the hierarchy, contributing to more extensively themes 

(King, 2012). Although, exploring the richest aspects can lead to overload, challenging the analysts 

to distinguish between relevant and irrelevant data (King, 2004). However, the researchers believe 

this technique will provide the most thorough and suitable way to interpret the qualitative data and 

answer the research questions.  

 

A template analysis was utilised to analyse and interpret the data collected from the interviews, and 

thus coded where the most relevant data were identified. First, all the interviews were audio-recorded 

during the collection of the data and then later transcribed (Appendix D). Codes were produced where 

the most relevant and rich textual data was identified and underpinning specific themes. Hence, some 

themes were developed prior to the analysis based on their relevance to the research questions (Brooks 
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et al., 2015; King, 2004; 2012; Saunders et al., 2009). In order to stay objective and reduce the 

likelihood of the researchers' individual biases and assumptions, the codes were revised throughout 

the analysis process (McDowall and Saunders, 2010). Adopting King’s (2004) guidelines on template 

analysis, hierarchical relationships were developed and underpinned by lateral relationships across 

clusters. Certain codes had to be modified and reorganised in accordance with the research questions 

and objectives (Brooks et al., 2015; Brooks and King; 2012; King, 2004). Figure 6 below illustrates 

an example of one meaningful theme underpinned by the corresponding codes that emerged as a part 

of the final template analysis developed within this research study. The template analysis developed 

within this thesis contains five first level themes underpinned by three hierarchical levels of codes as 

exemplified above (Appendix E). 

 

Figure 6: Example of the final template analysis 
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5.5.2. Quantitative analysis 

The quantitative data values were automatically saved due to the complexity of the software used, 

more specific google docs survey (Saunders et al., 2009). Moreover, the values collected are 

identified as descriptive data based on its categorical nature, because it is difficult to measure the data 

numerically (Brown and Saunders, 2008). The data will count the occurrences in each category, 

contributing to grasp customers’ opinion, in contrast to calculating numerical data (e.g. revenues and 

costs) not relevant for this scope. Furthermore, the data was extracted in excel and formatted in 

accordance with the data matrix method contributing to a detailed overview. The rows contained the 

variables for each individual respondents, whereas the columns represented the different categories 

outlined in the survey (Andersen, 2003). Each category was analysed separately, for example 

calculating the percentage of the answers "Yes", "No" or "I don’t know". Correspondingly, this was 

done for all of the questions to uncover significant findings. In addition, the researchers combined 

two questions within the same data sample to investigate if there are some interesting findings across 

questions, which are presented in tables. The vertical row then represents the answer option for the 

first question, whereas the horizontal row represents answer option for the second question. In each 

cell, the percentage of the combined answers is calculated. The main findings are illustrated in tables 

and figures to better highlight the findings analysed in chapter 6.   

 

5.6. Other Considerations 

5.6.1. Reliability and Validity 

Establishing and addressing the quality of research is of highly importance for both quantitative and 

qualitative research, where there are some aspects that need to be taken into consideration (Bryman 

and Bell, 2011). Semi-structured interviews have a non-standardised design contributing to the 

concern of reliability in terms of difficulty to reproduce the exact same content in another research, 

and thereby issues of bias (Saunders et al., 2009; Silvermann, 2007). Moreover, awareness of 

interviewer bias is crucial, which can occur in the form of comments, tone and non-verbal behaviour, 

and might weaken the trust from the interviewee and credibility of interpretation (Esterby-Smith et 

al., 2008). Even though interviewer might contribute to limitations of information and value, which 

could lead to doubt about validity and reliability, it is important to be aware of the interviewee bias. 

The interviewee could misinterpret the question asked or feel untrusted and thus not give 

complementary response. In addition, the participants’ expertise and knowledge in a specific area can 
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cause a form of bias (Bryman and Bell, 2011; Saunders et al., 2009). The data collected in this 

research reflects reality at the time it was collected, but complexity and flexibility make it unrealistic 

to replicate without undermining the strength of the research (Saunders et al., 2009). However, the 

design contributes to explore the complexity of the topic, which is hard to replicate in other ways and 

thereby is a crucial awareness to consider. Validity refers to what extent the data collection method 

measures what it was intended to measure. In this research context, it entails interviewees’ previous 

experiences and knowledge, and if the researchers interpret the meaning of the language as intended 

from the interviewee (Saunders et al., 2009). One method utilised to reduce the mentioned hurdle is 

audio recording of the interviews to capture all data in an efficient way. Additionally, when no new 

information is received, and similar opinions are expressed, the amount of data is considered rich, 

contributing to some validity (Maxwell, 2008). 

 

For quantitative data sample, the design and the structure of the questionnaire are crucial due to 

internal validity and reliability. A reliable questionnaire means that it will collect sample data 

consistently, where the validity reflects accurate data (Saunders et al., 2009). Cooper and Schindler 

(2008) refer to content validity, criterion-related validity and construct validity. The judgment of what 

is adequate coverage refers to the content validity, where the questionnaire was pilot tested on a small 

sample to measure if the questions were understandable. Thus, if some were more essential and self-

explaining than others (Bryman and Bell, 2011). Due to time constraints, friends and family were 

used in the pilot testing which gives a face validity (i.e., questionnaire reflects the content of concepts 

of the questions). Construct validity is of importance when using attitude scales, in terms of ranging 

different products and their subjective opinions on products. It is essential that the questionnaire 

measures what it is intended to measure, and hence the pilot testing gives an indication of validity 

and if the researchers should refine question intended (Bryman and Bell, 2011; Saunders et al., 2009).  

 

However, for a questionnaire to be valid it also needs to be reliable, which is not sufficient by itself 

(Saunders et al., 2009; Bryman and Bell, 2011). Research participants might consistently interpret a 

question in one way, when the researchers mean something else, leading to a form of bias. One 

possible solution to ensure the reliability is to test, re-test and check for correlation. However, it 

should be noted that it is difficult to make the survey respondents answer the same questionnaire 

twice. One method that is outlined by Mitchell (1996) is to compare results with other similar 
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questions or questionnaires (i.e., alternative form). This research utilises the alternative form, to some 

extent, in the analysis by comparing with EPSI satisfaction survey. It is evident that, despite different 

needs, respondents interpret the questions the same way contributing to reliability (Saunders et al., 

2009). Furthermore, objectivity is an important aspect of qualitative and quantitative research, in 

terms of having an objective mind-set in the data collection and avoid exercising subjective 

selectivity. Lack of objectivity can lead to reduced ability to analyse and report accurately in terms 

of bias (Saunders et al., 2009). By being two researchers, the objectivity might increase to some extent 

since there are two perspectives, which together try to understand the data where subjective opinions 

can be avoided. 

 

5.7. Research Ethics 

Several ethical concerns need to be taken into consideration when seeking access from individuals, 

analysing and reporting data (Saunders et al., 2009). When approaching potential research objects, a 

participation information sheet was attached to give some fundamental information. The information 

sheet entailed briefly description of the research topic, confidentiality possibilities if requested, 

contact details if any inquiries and lastly request for approval of audio recording the interview. The 

participants gave oral permission to record the interview in addition to the consent of identity (Kvale, 

1996). The interviewees were informed that the interview was voluntary and that the participant had 

the opportunity to withdraw at any time without negative consequences or prejudice. For the 

respondents who answered the questionnaire it was also made clear that there was no obligation, 

rather at liberty to attend if interested (Saunders et al., 2009). The data collecting in the questionnaire 

is anonymous and private, where only the researchers have access. Further, ethical concerns are likely 

to be of greater range in qualitative, rather than quantitative research, which the researchers paid 

special attention to in terms of awareness throughout the research process (Saunders et al., 2009). 

 

5.8. Methodology Summary 

There is a broad selection of research methods that need to be evaluated for management and business 

research. This chapter acknowledges the most efficient research design tailored for this study, namely 

mixed methods approach, with qualitative semi-structured interviews as the main technique, 

underpinned by the quantitative survey. Moreover, the mixed method contributes with an in-depth 

understanding of the interviewees’ perspectives, accompanied by a sample collection of primary data 
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from customers, providing even richer data to analyse the research questions. The qualitative 

analytical tool utilised was a template analysis due to its flexibility. More specifically, relevant data 

was repeatedly distinguished from less relevant data to structure the overload of data. For the 

quantitative method, each table presents the occurrence of different answers, which was revised 

several times to uncover significant findings. The researchers believe the outlined research design 

within this chapter is the most efficient and suitable method in order to meet the aim of this study and 

thus provide a thorough discussion and cohesive conclusion. The following chapter 6 will analyse 

and discuss the empirical findings obtained from this thesis. 
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6. EMPIRICAL FINDINGS AND ANALYSIS 

6.1. Introduction 

This chapter aims to critically interpret and analyse the findings, and provide a comprehensive 

discussion in line with the relevant literature. The analysis will be structured in accordance with the 

underlying research questions in order to give an adequate conclusion to the main research question 

and fulfil the research objective of this thesis. The following sections will analyse and discuss the 

research questions:  

 

1. To what extent is banks’ strategic logic behind cross-border payments consistent with retail 

customer demand within the Norwegian market? 

2. How do banks in Norway strategically position themselves in the market for international 

payments in order to create customer value? 

3. What are the barriers and facilitators to the utilisation of blockchain technology compared to 

traditional cross-border payments as a bank product? 

 

The findings obtained and interpreted from the template analysis combined with the corroborated 

quantitative findings will be structured in accordance with applicable themes where suitable. In 

addition, tables highlighting the quantitative findings and particular quotes made by the interview 

participants will be utilised as illustrations in order to strengthen the empirical material found 

(McDowall and Saunders, 2010). 

 

6.2. Strategic Logic 

To what extent is banks’ strategic logic behind cross-border payments consistent with retail 

customer demand within the Norwegian market? 

 

6.2.1. Traditional international payment providers 

Within the market of international payments, the banks have relied on a solid cooperation-agreement 

with SWIFT the last decades. In particular, SWIFT is considered as the dominant payment provider 

for retail as well as corporate customers, which is in line with the literature (Casterman, 2013). The 

worldwide coverage and scale of over 210 countries utilising SWIFT technology, has within the last 
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40 years not been outcompeted due to low pressure on the international payments market (Niederkorn 

et al., 2016). Moreover, the interviewed banks’ strategic logic behind cross-border payments is to 

utilise SWIFT technology for now. SpareBank1 and Danske Bank argue that SWIFT has 

improvement potential in terms of speed. Today, if someone wants to transfer money to someone in 

the U.S., three correspondent banks would be involved, which is highly time-consuming. The 

structure, as it is today, is to some extent inefficient in relation to the transaction delivery and 

execution that the banks agree on (Park, 2007). In these areas, it is identified potential for 

improvements, but the urge to undertake those improvements has not been critical due to competition. 

Thus, only in recent years, more pressure is established in the market (Niederkorn et al., 2016).  

 

Furthermore, the banks try to develop their existing systems, which already are integrated and have 

a wide scale. The switching cost of banks to change supplier is rather high due to the complexity of 

the old systems, where everything needs to be changed to integrate new systems. In addition, 

switching suppliers for the banks usually require heavy capital investments (Porter, 2008). However, 

Danske Bank stated:  

 

" (...) And, of course, being a large bank existing for a long time some of our systems are getting old, 

and at some point, we could end up in a situation where the stability in one platform needs to be 

changed (...). " 

 

This is consistent with the rapid pace of the industry environment to meet customer demand (Dietz et 

al., 2015). Blockchain technology has become a challenger to SWIFT, which could improve service 

efficiency and increase payment clearing (Guo and Liang, 2016). Moreover, the technology has 

established competition in the market for international payments, where the traditional banks are 

pushed more out of their comfort zone to try or at least investigate new solutions affecting their 

strategic logic. For instance, SWIFT started a project called SWIFT GPI to further develop existing 

technology and testing possibilities by partly integrating blockchain technology (Barbey et al., 2017), 

where Nordea and Danske Bank are a part of the project from the Norwegian Market. Innovative 

initiatives will be further discussed in section 6.4. 
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Moreover, it is an interesting aspect for traditional banks to observe if it is seen as a hazel for bank 

customers to use non-bank applications rather than their respective bank for international payments. 

The customers were asked to indicate if they wanted to switch bank if more efficient international 

payments process could be provided which figure 7 reflects:  

 

Figure 7: Would you switch bank if more efficient international payments where offered 

 

 

The ratio for switching bank if another provider offers more efficient international payments is 28 per 

cent, indicating that effort of using something else than traditional banks is not necessarily a hazel. 

Furthermore, in line with Hellström (2017), the Norwegian market has experienced an increase in 

trust to non-bank providers. This trend is expected to grow in coming years due to PSD2 regulations, 

which makes it easier for new entrants to establish in the market (Cortet et al., 2016). In addition, this 

could strengthen the argument that customers are willing to utilise non-bank providers of financial 

services. Nevertheless, it should be noted that the majority says no. On the other hand, 28 per cent 

says yes and want to do it, but the customers do not necessarily know what it requires to switch bank 

provider (Dietz et al., 2015). Additionally, 31.7 per cent do not know if they would switch or not, 

indicating unpredictable behaviour. However, the solutions of solving the inefficiency and execution 

of cross-border payments are many, but still under development. When exploring banks strategic 

logic behind cross-border payments, it is evident that some of the incumbents are constrained due to 

limited resources and financial ability to engage in pilot-projects. Therefore, the banks seem to 

strategically focus on customer value creation. 
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6.2.2. Customer approach 

It is essential to understand the fundamental logic behind how the banks determine their strategies, 

which is dependent on several factors continuously changing due to digitalisation and globalisation 

(Dälken, 2014; Porter 2008). Thus, there are more suppliers to choose from on a global basis, which 

lowers bargaining power for suppliers. However, one can argue that traditional banks will carefully 

consider supplier of payment solutions due to limited resources and in order to create customer value. 

This will result in higher bargaining power for the buyers, where it is important that the retail 

customers want the services offered by their banks. Consistent with the literature, customers have 

unlimited access to information due to the Internet, where comparing price and quality gets easier 

(Dälken, 2014; Porter 2008). This will contribute to more critical customer expectations and thus 

higher demand that needs to be fulfilled for the customers to get satisfied. 

 

The banks agree that technological trends have resulted in a significant shift in terms of orientation. 

Sparebank1 specifically stated regarding the shift: 

 

" (..) We need to make what customers want to use, need to know what they want to use, not assume 

what they want." 

 

Indeed, the emergence of new technologies and changes in consumer expectations are drivers towards 

a more customer-oriented strategic approach (Alt and Puschmann, 2012; Hedley et al., 2006). It has 

moved from typical normal hypothesis development and testing to an urge to identify and understand 

what customers need and want. The customer experience has become an essential prioritisation in 

order to secure that the customers will stay in their respective banks. Moreover, Cortet et al. (2016) 

argue that the Internet and its dominance in everyday life have changed the customers’ preferences 

as well, not only the orientation of the banks. This highlights that digitalisation affects how traditional 

banking is conducted and what customers expect from their banks (Cortel et al., 2016; DeLuca, 2017; 

Hirt and Willmott, 2014). 
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Furthermore, customers have a major influence on banks, and in a bigger manner affect how the 

banks’ resources should be allocated (Dietz et al., Enders et al., 2007). Sparebanken Vest specifies 

that customer value will outperform the technological value, to highlight the importance of doing 

what the customers want. On the other hand, DNB also emphasised that customer value is of 

importance, but customer value does not necessarily outperform other values. Moreover, DNB uses 

a strategic process by paying attention to what other banks deliver of financial services, in additional 

to what non-banks offer, and use that as inspiration for product development. In fact, DNB is the 

largest bank in Norway with 2.1 million retail customers, have more capital resources and thereby 

not that sensitive to potential switching cost of customers, compared to smaller banks (DNB, 2018). 

However, Sparebanken Vest points out that they have many resources and broad expertise in several 

areas. On the other hand, cost and innovation potential is carefully considered when evaluating if they 

will hire experts to gain more knowledge. In other words, the differences in customer scale and 

available resources among the banks are crucial to consider when investigating their strategic logic 

behind cross-border payments. 

 

6.2.3. Customer information and data 

In the context of customer orientation, the strategic logic behind how the banks utilise customer 

information and data seems questionable. Grant (2016) argues that information technology could 

make it possible to reveal customers need and how their profit contribution is distributed. The 

importance of CRM gets advantageous if used right for the banks, the challenge is how they can make 

it useful. Moreover, if the banks fail to extract meaningful information to create customer value, new 

industry players will see it as an opportunity to take advantage of unsatisfied customers (Cortet et al., 

2016; Grant, 2013; 2016). The majority of the banks argue that they have information about their 

customers in terms of data warehouse, interviews and questionnaires, in other words, qualitative as 

well as quantitative data. In addition, it was emphasised that some use FinTech and competitive 

analysis to cover every section of the market. 

 

On the other hand, one thing is to say that customer information is utilised, but it is important to have 

a critical viewpoint on the statements that the banks formulated. The statements given were to some 

extent characterised as general, whereas it was not elaborated how they used it, just specified that 

they use it. There was one exception, Handelsbanken who admitted that:  
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“We could probably be better at utilising the data and information we have on our customers. We 

look at the data we have, such as profitability to how we can better advise our customers today. We, 

of course, use it internally for analysis of our customers and to see what they prefer and how they use 

our products.”  

 

This highlights that surveys and customer data is available, but the active use of it has improvement 

potential. The mentioned aspect is consistent with Hagel and Rayport (1997) who emphasise that 

corporates ability to collect information is greater than how to actually gain value of it. Additionally, 

regulations will play a significant role, such as GDPR, which further constrains the banks utilisation 

of customer information (Tankard, 2016). This is an indication of enhancement potential in order to 

take advantage of customer data and identify customer needs and preferences. 

 

6.2.4. Customer demand 

Identifying customers’ exact needs and preferences is difficult, especially when talking about a 

specific topic such as cross-border payments. Thus, it is vital to understand if there actually is a 

customer demand for cross-border payments in order to grasp the banks strategic logic for the product. 

International payments have over a longer period not been exposed to systematic pressure. However, 

it is indicated that cross-border payments will grow with 4 per cent within the next 5 years due to 

higher competitive pressure (Barbey et al., 2017; Niederkorn et al., 2016). Retail customers only 

contribute to 2 per cent of payment revenues for cross-border transactions in EMEA, whereas the 

commercial segment contributes to 20 per cent of the revenues (Niederkorn et al., 2016). This 

indication is in line with the majority of the interviewed banks, where Danske Bank emphasised:  

 

“For the corporate customers, it is more important, both for them and the bank. Our retail customers, 

(…) either they come from one country and live in another country, or they have family or something 

like that. They use cross-border a lot. So, there are some customer segments that use it very much, 

but then there are other segments that do it very, very rarely, maybe just once a year. " 
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This highlights that it will be more beneficial for corporate customers. In addition, innovative 

initiatives, such as Ripple and SWIFT GPI, also aim to focus on corporate customers first and 

foremost, because of greater value potentially attained for both parties (Barbey et al., 2017; Neyer 

and Geva, 2017).  

 

Moreover, statistics from SSB (2018) indicates that international payments in the Norwegian market 

for private individuals and non-financial institutions have been negative the last year. Even though 

there is expected growth in EMEA, the Norwegian market is experiencing a negative trend (i.e., -

1.1%), which supports the argument that it might be less relevant for retail customers (Niederkorn et 

al., 2016; SSB, 2018). On the contrary, the banks highlight the importance of offering cross-border 

payments, where the integration of customer demand is essential to keep customers in their respective 

banks. Indeed, customers expect that international payments will be added in their value chain, 

especially corporate customers due to lack of digital trade finance functions. The increased 

competition offering cross-border payments puts pressure on lowering costs for international 

payments in line with the pressure domestic costs have experienced (Niederkorn et al., 2016).  

 

Even though corporate customers contribute to higher revenues in terms of payment revenue 

(Niederkorn et al., 2016), the same process is required for all types of customers. In particular, 

Handelsbanken specified that a transaction requires the same information regardless of customer 

segment (e.g. corporate or retail customer). Thus, by offering a better product for one customer, it 

should not be difficult to make it compatible with the personal customer segment as well. This aspect 

highlights that an improvement for the corporate segment would be advantageous for more than one 

customer segment. Since the banks express that international payments are more valuable for 

corporate customers, a supporting argument to improve the product is that retail customers can also 

benefit from it. Although retail users have a lower revenue contribution, they will add some additional 

profit (Niederkorn et al., 2016). 

 

Furthermore, international payments are not a given product that every bank offer. For instance, 

Sparebanken Vest’s strategic logic behind cross-border payments is different in contrary to the larger 

banks in Norway. To make an international payment, Sparebanken Vest’s customers must call the 
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bank to activate this function. The reason for manually activating is the security and to avoid an 

attempt at fraud. Normally, when the banks are getting a request to transmit international payments, 

it entails vacation houses, family members or foreign workers sending money home or paying bills. 

In this context, the main customers using cross-border payments have different needs and different 

background. The findings emphasise the difficulty in aligning different customer segments with 

diverse needs, and thus might point towards the importance of customer data and mapping their needs.  

 

6.2.5. Segments 

The indication made by the banks in terms of difficulty to align different backgrounds and need is to 

some extent reflected in table 3 and 4. The respondents were asked to identify which bank 

product/service they would prefer to be more efficient. Furthermore, the respondents were categorised 

after their occupation to provide an overview of whether there are some significant differences. The 

main occupation of the respondents that answered the survey is “full-time worker in Norway” 

(40.1%), whereas second main occupation was “student in Norway” (30.3%). The reasoning behind 

the provided occupation alternatives is to highlight if there are some major difference between 

occupation within the Norwegian market and international markets. In order to cover these potential 

differences, the need to specify exact occupation (e.g. full-time worker in the financial industry or the 

food industry) is not considered necessary due to the scope of this thesis.  

 

Table 3: Occupation combined with preferred banking product 

 Insurance International 
payments 

Loan/ 
mortgage 

Retail 
payments 

Savings Trading 
platform 

Full-time in Norway 10,53% 17,54% 29,82% 15,79% 14,04% 12,28% 
Full-time in Norway 
and/or international 

8,33% 58,33% 0,00% 8,33% 16,67% 8,33% 

Graduate 0,00% 66,67% 0,00% 0,00% 0,00% 33,33% 
International student 0,00% 52,94% 11,76% 11,76% 5,88% 17,65% 
Student in Norway 2,33% 6,98% 18,60% 4,65% 48,84% 18,60% 

    

International payments as a product has a clear majority for the occupations that have some kind of 

international relation (e.g. getting salary, paying rent or having a mortgage), representing at least 50 

per cent for each occupation category. Further, table 3 shows that savings are most preferred by 

students in Norway, which might indicate that these customers want to save money for bigger 
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investments (e.g. buying a house or car). In contrast, for the full-time workers in Norway that might 

have made these investments, loan/mortgage is more important. 

 

Moreover, the following table is based on the same questions as mentioned above “What product 

would you prefer to be more efficient”, where table 4 combines the mentioned question with the 

respondents’ age.   

 

Table 4: Age combined with preferred banking product 

 Insurance International 
payments 

Loan/ 
mortgage 

Retail 
payments 

Savings Trading 
platform 

18-25 3,08% 26,15% 15,38% 6,15% 30,77% 18,46% 
26-35 6,67% 16,67% 36,67% 13,33% 20,00% 6,67% 
36-45 25,00% 12,50% 25,00% 12,50% 12,50% 12,50% 
46-55 4,35% 17,39% 8,70% 30,43% 21,74% 17,39% 
56-65 9,09% 36,36% 27,27% 9,09% 0,00% 18,18% 
66-75 20,00% 60,00% 0,00% 0,00% 0,00% 20,00% 

 

In accordance with table 3, the distribution in table 4 is even more separated. The age categories are 

to some extent aligned with the occupation. In particular, 18-25 years old customers want more 

efficient savings, which is aligned with students in Norway. Secondly, it is interesting to notice that 

46-55 years old customers are interested in more efficient retail payments. They might already have 

invested in a house and have a stable economy to manage their mortgage, and thereby everyday costs 

such as retail payments get more important. In view of this, focusing on occupation to determine 

potential demand, rather than age, could be a potential method for banks to analyse the demand for 

international payments. On the other hand, for customers who do not have a specific relation outside 

Norway, it is evident that cross-border payments will not be of that importance. 

 

When combining the perspectives of customers with the banks’ strategic logic in terms of the most 

preferred product, there are several differences. Within the answers provided by the banks, there is 

not a clear product that stands out. Loan/mortgage and insurance are mentioned by DNB as the most 

preferred product, which is somewhat consistent with the answers from the survey. Overall, the banks 

state that they focus more on the customer experience and the importance of functionality (i.e. easy 



   
 

70 
 

and efficient use), rather than highlighting a specific product. Sparebank1 points out Vipps and Mobil 

banking as the most important products, which to some extent applies to the functionality and also 

aligned with the literature (Cortet et al., 2016; DeLuca, 2017). Altogether, the survey results 

combined with the banks’ perspective suggest that cross-border payments are not the most important 

product.  

 

6.2.6. Value of cross-border payments 

Despite the demand from some retail customers, the banks do not think that cross-border payments 

are of crucial importance for this customer segment. To further investigate this argument, customers’ 

satisfaction is presented in table 5.  

 

Table 5: Satisfaction of bank and age class 

 Danske Bank DNB Handelsbanken SpareBank1 SEB 

Overall satisfaction 76,47% 82,89% 86,67% 84,38% 80,00% 

 

Moreover, table 5 presented above regarding satisfaction could support this assumption to some 

extent, where on average 82 per cent combined are either satisfied or very satisfied. Therefore, it 

seems rational to argue that if there are so many satisfied customers, is there really a need for further 

improvements of cross-border payments. Handelsbanken has the highest satisfaction ration, which 

suggests that their customers have little need for improvement in this context. Moreover, 

Handelsbanken, in accordance with their philosophy, will not do anything without a clear customer 

value present, which could explain the high satisfaction with the bank. This is both reflected in the 

thesis survey and EPSI’s survey, which reveals that Handelsbanken has the most satisfied customers 

among the banks in the Norwegian market. Even though the remaining banks also emphasised the 

importance of customer value, the survey reflects that Handelsbanken practices it best. Høst (2017) 

argues that the satisfaction level of retail customers has been historically high, whereas on the other 

hand loyalty is relatively low. If competitors offer better products and services, the barriers to switch 

are low regardless of satisfaction level. Thus, the satisfaction level will not necessarily be the best 

indication of whether existing products are good enough. This argument is supported by Dietz et al. 

(2015), highlighting that a high level of loyalty is hard to establish unless a financial institution 
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focuses on one specific segment. In fact, it has become more common for customers to have several 

financial services providers besides their respective bank, which underscores the low loyalty level 

(Dietz et al., 2015). 

 

According to EPSI’s survey, 30 per cent would choose another bank if they could choose again, which 

shows willingness to switch if better terms are provided by competitors (Høst, 2017). From the thesis 

survey figure 7 presented above, 28 per cent would consider switching bank if another bank offers 

more efficient cross-border payments, indicating some demand for international payments. Another 

interesting finding comparing the thesis survey with EPSI is that DNB has the lowest customer 

satisfaction in 2017 (Høst, 2017), while the bank is in the middle range of the thesis survey findings. 

However, it is important to bear in mind the sample size, where EPSI had 2252 respondents in contrast 

to 142 in this research (Høst, 2017). Nevertheless, the thesis survey managed to cover some of the 

trends, even though some questions might lack some accuracy. Since this research lacks primary data 

on Sparebanken Vest, an interesting observation from EPSI is that the bank’s satisfaction level is 

higher than for DNB in 2017. The trend of Sparebanken Vest has actually been negative, whereas 

firstly in 2016 the trend turned upwards, although it is not as high as in 2013. One of many reasons 

for lower customer satisfaction could be slow implementation of digital processes or neglecting an 

enhanced customer experience (Alt and Puschmann, 2012; Hedley et al., 2006). However, DNB 

position themselves towards innovation and technological applications (DNB, 2017), where 

customers expect new solutions when interacting with the bank (Cortet et al., 2016; DeLuca, 2017). 

 

Indeed, the following table 6 strengthen the argument that there is some customer demand for 

international payments. The table illustrates which product the customers want to become more 

efficient in accordance with their belonging bank. 
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Table 6: Customers’ bank combined with preferred product 

 Insurance International 
payments 

Loan/ 
mortgage 

Retail 
payments 

Savings  Trading 
platform  

DNB 5,26% 23,68% 18,42% 7,89% 22,37% 22,37% 
Nordea 3,45% 41,38% 20,69% 10,34% 10,34% 13,79% 
SEB 0,00% 40,00% 20,00% 0,00% 20,00% 20,00% 
Sparebank1 6,25% 25,00% 25,00% 12,50% 25,00% 6,25% 
Danske Bank 5,88% 35,29% 11,76% 0,00% 17,65% 29,41% 
Handelsbanken 6,67% 40,00% 6,67% 20,00% 6,67% 20,00% 
Average  4,59% 34,23% 17,09% 8,46% 17,00% 18,64% 

 

Independent of the bank, table 6 indicates that the customers see the most potential for efficiency 

improvements of international payments. At least 40 per cent customers of Nordea, SEB and 

Handelsbanken would prefer more efficient cross-border payments. Even though there is a low 

demand and customers are satisfied overall, there still is potential for product improvement. This is 

somewhat in line with the literature, where faster and more seamless banking solutions are expected 

from the banking customers, due to the rapid growth of digital applications (Cortet et al., 2016; 

DeLuca, 2017). It is interesting to notice that the distribution of the bank products regardless of the 

bank is to some extent similar. There is very low response rate on insurance, whereas savings, loan 

and trading platform have roughly the same ratio. However, it is notable to see that Danske Bank has 

0 per cent for retail payments in terms of product improvement, in contrast to Handelsbanken with a 

respondent ratio of 20 per cent for retail payments. The reason for this might be that Danske Bank 

was first on the Danish market with mobile paying and established market dominance, whereas in 

contrary to the Norwegian market Mobilepay was launched after Vipps. Grant (2016) argues that 

optimal timing of innovations is critical to attain strong appropriability of the value. However, Danske 

Bank had to terminate Mobilepay in the Norwegian market and instead established a partnership with 

Vipps. Notably, Handelsbanken also has a partnership with Vipps, but it was established at a later 

point in time (Hoemsnes, 2017). This aspect could reflect that Danske Bank has to some extent 

managed to cover the retail needs in terms of customer demand. 

 

6.2.7. Do retail customers care? 

In order to understand the rationale behind the traditional banks’ strategic logic for international 

payments, it is significant to determine whether the customers care about the technology utilised. 

Danske Banks stated that the customers only care about good functionality of services, rather than 
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the technology applied (e.g. DLT or SEPA). In general, the banks seem to believe that customers do 

not care about the technology behind cross-border payments, but they care about the product security. 

This is supported by Cortet et al. (2016) and DeLuca (2017), which state that customers expect faster 

and convenient banking solutions when they interact with their banks. However, the banks specify 

that efficiency, rather than what makes it more efficient are the perspective of retail customers. On 

the other hand, it was emphasised that it might be more important for corporate customers to know 

what makes international payments more efficient.  

 

Moreover, to investigate the mentioned perspective the banks have of their customers, the survey 

asked if the customers would prefer more efficient international payments. These answers were 

combined with scepticism towards the use of blockchain presented in table 7.  

 

Table 7: Prefer more efficient international payments combined with scepticism towards DLT 

 I don't 
care 

I don't know what blockchain 
technology is 

No Yes 

I don't know 2,82% 4,93% 2,82% 1,41% 
I seldom transfer international 2,11% 7,04% 9,15% 7,04% 
No 0,00% 0,00% 1,41% 0,70% 
Yes 1,41% 14,08% 26,76% 18,31% 

 

14.08 per cent wants more efficient international payments, but do not know what blockchain 

technology is. This could to some extent support the argument and assumption made by the banks, 

that customers are satisfied as long as it is more efficient and has good functionality, regardless of the 

technology. In line with Høst (2017), 60 per cent of Norwegian customers do not care which bank 

they have, as long as the conditions are good. This, again, might suggest that they would not have 

any preferences for the technology utilised. Thus, the knowledge or enlightenment about what makes 

it more efficient is not necessarily something that would interest the customers. On the other hand, 

the majority answered that they want more efficient international payments and would not be sceptical 

towards the use of blockchain technology. The fact that they have answered “No” on scepticism 

points towards awareness of what blockchain is. This could reflect that customers actually have put 

some thoughts into product offerings, specifically cross-border payments, and thus have their 

preferences and might care how.  
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6.3. Strategic Position 

How do banks in Norway strategically position themselves in the market for international payments 

in order to create customer value? 

 

In order to comprehend how banks in Norway strategically position themselves in the market for 

international payments to create value for their customers, many factors have to be considered and 

determined. The existing literature emphasises that the banking sector is undergoing substantial 

changes, and thus challenges due to the evolution of the digital revolution and the emergence of new 

technological innovations. In this context, the industry structure is subject to changing forces in which 

reshapes the competitive environment and the way traditional banking is conducted (Dälken, 2014; 

DeLuca, 2017; Dietz et al., 2015; Hirt and Willmott, 2014; Weill and Woerner, 2015).  

 

6.3.1. Changes in the industry structure 

When determining strategic position within the market, Porter (2008) highlights that it is of crucial 

importance for a firm to understand the industry structure and the forces shaping it. The findings 

reveal that the competitive environment within the Norwegian banking industry is encountering 

significant changes, specifically in terms of new market entrants. Digitalisation has accelerated the 

speed of new market entrants, which embrace innovative and disruptive business models targeting 

niche customer segments (Hirt and Willmott, 2014). Indeed, FinTech companies establish a market 

position by strategically focusing on niche areas of the universal banking value chain. Thus, these 

firms, as well as non-banks, target unsatisfied customers whom they can deliver superior solutions 

to, in comparison to what the traditional banks already offer (Cortet et al., 2016). This is to some 

extent consistent with the findings, which emphasised that new entrants are a potential threat to banks 

in relation to niche areas in payment processes, specifically in the cross-border market. However, a 

majority of the participants view new market entrants, such as FinTech companies, as a potential 

opportunity to strategically enter into partnerships or other forms of collaboration. This contrasts with 

what was imagined a couple of years ago. 

 

On the other hand, it was emphasised that there are some exceptions in which FinTech companies 

seek to capture a share of the market by targeting niche areas. This is in line with the literature, which 
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highlights that FinTech firms, often backed by venture capital, have become more visible despite 

regulatory complexities (Dietz et al., 2015). In somewhat contrast, the findings highlight that it is 

more difficult for them to compete on the same level as traditional banks than what was earlier 

imagined due to complex regulations and legal requirements. For instance, it might be harder for 

FinTech companies to navigate in the market because of concession. However, PSD2 allows new 

entrants, such as FinTech companies and non-bank providers, to compete against traditional banks in 

the payment ecosystem if appropriately licensed (e.g. initiate a SEPA credit transfer). Despite the fact 

that competition is important, the situation is more serious than what is realised by the incumbent 

banks (Cortet et al., 2016). Consequently, this indicates that new market entrants will to some extent 

have a damaging effect on the banks operating in the Norwegian market and their profitability. 

However, it is important to bear in mind that some of these companies never will reach the scale of 

traditional banks, even though they might be successful in some niche markets (Hirt and Willmott, 

2014; Dietz et al., 2015).  

 

In this context, the findings emphasise that new market entrants often struggle to generate a large 

critical mass, and hence they do not have the scale required in which the incumbent banks have. 

Nevertheless, it is recognised that FinTech companies have the efficiency and low costs, and thereby 

the banks in Norway seek to collaborate with them in order to eliminate some of the competitive 

pressure. Thus, incumbent banks should leverage on their own unique selling propositions, such as 

their large customer base and loyalty built over the years, and attempt to adopt the disruptive ideas 

from FinTech. In addition, the banks need to be selective and effective when establishing partnerships 

in order to successfully target areas with low customer value proposition (DeLuca, 2017; Gnanmote, 

2017). One reason for this is that banks in the Norwegian market realise that they cannot do everything 

themselves due to limited resources and capabilities in which priorities have to be made. This is 

somewhat consistent with Grant (2013; 2016), who underscores that resources and capabilities are 

crucial factors in this regard, in which traditional incumbents often have an advantage. However, the 

literature highlights that it is easier for start-up companies to compete on a low-cost basis because 

they usually have lower costs, and thus can charge lower fees (Dietz et al., 2015; Grant, 2013; 2016).  

 

Another interesting aspect found in relation to new market entrants is that the smaller sized banks in 

Norway view strong partnerships between existing rivals and new entrants as a potential threat. In 
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this context, Sparebanken Vest stressed a concern regarding existing rivals in the Norwegian market 

ability to respond faster than them. To highlight this threat, Sparebanken Vest stated: 

 

"We are a bit concerned, but more concerned for our own competitors, such as the large banks DNB 

and Nordea, who are operating in the Norwegian market. We are concerned that they are going to 

turn quicker than us, maybe with the help from a partnership in the FinTech environment." 

 

This is a potential threat consistent with Grant (2013; 2016), who argues that the responsiveness of 

incumbents and their ability to anticipate changes in the market is highly important in terms of 

profitability. In addition, the banks’ resources and capabilities, as well as their ability to strategically 

utilise them in order to capture most value, is an important consideration in relation to market position 

(Grant, 2013; 2016).  

 

The findings suggest that the traditional banks in Norway seem to be well aware of the industry 

landscape and to some extent understand the structural changes facing the industry. Nevertheless, in 

line with DeLuca (2017), some of the traditional banks in the Norwegian market, specifically DNB, 

seem to be rather overconfident in their position in the market as incumbent institution. However, the 

findings indicate that the banks find it difficult to anticipate changes in the external industry 

environment, even though they pay attention to what is happening in the market for international 

payments. In this context and consistent with DeLuca (2017), the incumbent banks seem to struggle 

with responding and determining the right counter-strategy. This indicates that it has become more 

difficult to strategically respond in order to sustain competitive advantage due to the rapid pace of 

technological development (Grant, 2013; 2016). Thus, the banks’ long-term strategies are relatively 

vague, specifically in the market for cross-border payments and in terms of retail customers, which 

suggest that they follow an emergent strategy orientation. Indeed, determining strategies have shifted 

from planning towards flexible creation of future possibilities due to the high acceleration of 

disruptive changes in the industry landscape (Grant, 2013; 2016; Lynch, 2000). 
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6.3.2. Technological innovation 

In line with what is discussed above, the banks' ability to anticipate change and quickly position 

themselves with unique and innovate strategies consistent with organisational activities is of crucial 

importance (DeLuca, 2017; Grant, 2013; 2016). The findings reveal that the banks operating in the 

Norwegian market mainly pursue a follower strategy in relation to technological innovation. 

However, optimal timing of innovation is an important consideration when undertaking strategic 

decisions and in relation to market position (Grant, 2013; 2016), which is consistent with what was 

identified in the Norwegian market. It was emphasised that the banks are eager to explore new 

technologies in general, and hence when a good idea emerge they seek to be an early mover. However, 

the challenge is to come up with an innovative idea or join the right solution at the right time. This 

underscores the importance of optimal timing when it comes to technological innovation, where a 

typical quote from SEB was: 

  

“(…) we start to try out and test different blockchains, who will be the winner, we do not know. We 

just have to try to bet on the right horse, which will be the challenge.” 

 

In relation to the timing of innovation, different factors arise and require critical consideration in 

order to benefit the most and capture as much value as possible. Typically, incumbent banks possess 

more complimentary resources required to realise strategic innovation compared to start-up 

companies. In this regard, the resources and capabilities required are dependent on the strategy in 

question, because different strategies differ in terms of what is required to execute them successfully 

(Grant, 2013; 2016). The findings reveal that the banks operating in the Norwegian market more or 

less have limited resources and thus cannot vertically integrate all product developments. This is one 

reason why they view FinTech companies as a potential opportunity to strategically collaborate with 

them in the development of innovation as discussed above. Vipps, Swish and Mobilepay are good 

examples of this in the Nordic markets. In this context, optimal timing of innovation is dependent on 

the banks’ availability of resources and capabilities and aligned with market opportunities (i.e. 

strategic window). In addition, due to the fact that customer experience and preferences have a major 

influence on the allocation of resources, the banks need to carefully consider customer demand when 

undertaking strategic decisions (Dietz et al., 2016; Enders et al., 2007). 
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The rise of digital and electronic banking solutions in the form of technological innovation pressure 

banks to rethink the way they compete. The reason for this is that when it comes to strategic 

innovation, specifically when using digital technologies, the winner (i.e. first mover advantage) tends 

to capture most of the value if not all (Hirt and Willmott, 2014; Grant, 2013; 2016). In the Norwegian 

market, it was identified that DNB, who is further ahead in relation to innovation (Høst, 2017), seek 

to be first mover based on a winner-takes-all market. In this context, to underscore DNBs ability to 

innovate and confidence in its market position, a typical quote from DNB was: 

 

"Our aim is to be a market leader and provide the best banking solutions, in which Vipps is a good 

example of since there were no other banks with the same solution prior to us in the Norwegian 

market. Mobilepay from Danske Bank was launched a year ahead of us in the Danish market. 

However, they failed to attain the Norwegian market. We seek to be first due to the fact that, when it 

comes to digital platforms and solutions, the winner takes all. The followers gain nothing. This is 

something we are fully aware of, and therefore we do not seek to be a follower, but rather a first 

mover." 

 

The other banks seem more reluctant in this regard due to the risks of pursuing a first mover strategy, 

such as mitigation and potential costs involved to mention some. This is consistent with Grant (2013; 

2016), highlighting that the risks of pioneering are greater for established incumbent firms because 

they have more to lose compared to start-up companies. However, it should be emphasised that a 

majority of the banks seem to be more customer-oriented, rather than technological-oriented. In other 

words, when it comes to innovation, it was highlighted that a clear customer value will be the main 

driver. Nevertheless, it is also important for the banks to gradually change their strategic logic and 

incorporate innovation processes in every area of banking (Gnanmote, 2017).  

 

The findings recognise that banks in Norway either pursue a fast follower strategy or a mixture of 

follower and first mover, which is reflected in the different factors previously mentioned. In addition, 

another reason might be based on the fact that strategic innovations differ in the distribution of value, 

and thus there is no guarantee of what will actually be generated (Grant, 2013; 2016). The findings 
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indicate that the banks try to anticipate market trends by looking at competitors and new emerging 

technologies, such as blockchain, in order to exploit potential opportunities. Grant (2013: 234) 

emphasises that “successful first movers pioneer new products that embody new technologies and 

new functionality. The opportunity for fast-second entrant is to grow the niche market into mass 

market by lowering costs and increase quality”. In other words, in order to successfully respond to 

the rapid pace of the competitive environment, incumbent banks need to develop unique and creative 

innovation strategies, rather than follow a “me-too” approach (DeLuca, 2017).  

 

However, both technological- and market uncertainty plays a significant role when strategically 

determining a market position (i.e. unpredictability of technological evolution and the size and growth 

of the markets for new products) (Grant, 2013; 2016). In line with this, it was emphasised that in 

relation to the use of blockchain technology, it is believed to be more beneficial to pursue a follower 

strategy, rather than an early mover. A reason for this might be the perceived radicalness of the 

technology (Beck and Müller-Bloch, 2017), in addition to other obstacles that will be discussed in 

section 6.4.2. Blockchain. If the banks are unable to predict emerging technologies and customer 

demand, then it is critical to manage risk exposure by avoiding large-scale commitments and to be 

observant to market trends (Grant, 2013; 2016).  

 

6.3.3. Product strategy 

How the banks in the Norwegian market determine product improvement is an important factor in 

order to grasp their strategic position in the market for international payments. It is evident from the 

findings that the main driver for product improvement is customer demand and experience, which 

underscores the recent shift towards a customer-oriented approach. This is of crucial importance 

because consumer expectations have changed considerably due to the dominant force of digital 

technologies in daily life. Thus, customers expect more efficient and seamless bank products and 

services when they interact with their bank and consume financial services (Cortet et al., 2016; 

DeLuca, 2017). Another reason for why the banks follow a customer-oriented approach might be 

awareness of the enhanced bargaining power of buyers facilitated by information technologies and 

digital solutions. In addition, the transparency and availability of information regarding different 

product prices and quality, such as Finansportalen in Norway, has reduced the switching costs of 

customers (Dälken, 2014; Finans Norge, 2014; Porter, 2008). 
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Moreover, the rise of digital applications has eased the process of switching bank provider in Norway, 

which is inconsistent with Dietz et al. (2015) who argue that it has never been easy. Indeed, 41 per 

cent of Norwegian customers switched bank provider and insurance services in 2016, which is an 

indication of increased awareness and utilisation of available information on the banking industry 

(Forbrukerrådet, 2017). In similarity, the findings show that approximately 41 per cent of Nordea’s 

and Danske Bank’s customers would consider switching bank if another bank offers more efficient 

and cheaper international payments. This might indicate a demand for product improvement of cross-

border payments, as mentioned earlier. In contrast, a significant portion of the participants is 

uncertain, which may suggest that Norwegian customers to some extent lack awareness of their 

bargaining power and how to take advantage of it. Overall, the results are relatively evenly 

distributed, and thus customer loyalty is present to some extent. However, it is more present in some 

banks, such as Handelsbanken and Sparebank1, than the other banks, which was discussed in section 

6.2. 

  

Furthermore, it is evident that financial institutions struggle with strategically utilising customer data 

and information, even though they possess more data on their customers than anyone else (PwC, 

2017). This is in line with the findings where it was admitted that use of customer data when 

undertaking strategic decisions is an area that could be enhanced. It was identified that the banks in 

Norway encounter challenges in the alignment of different customer demand due to a diverse spectre 

of customers with different needs and preferences. Indeed, the banks that are able to align and satisfy 

diverse customer demand have the most satisfied customers, which indicates that this is an area with 

improvement potential (Høst, 2017). A problem for incumbent banks is that they tend to focus on 

mass markets, rather than a niche market. Consequently, new market entrants can take advantage of 

this by disaggregating the market and target more attractive customers in niche areas as discussed 

above (Cortet et al., 2016; Grant, 2013; 2016).  

 

Competition can get stiff if the traditional banks fail to maintain their customer relationships because 

ownership of customer relationship reflects their market share (DeLuca, 2017). The findings reveal 

that banks in the Norwegian market focus on product improvement where there is a real need for 
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change and in line with customer experience. However, personal banking customers in Norway 

emphasise that the banks could improve in this context and become more proactive (Høst, 2017). 

Thus, one can argue that there is demand for enhancement in terms of banks customer relations in 

order to create customer value and strengthen the overall consumer experience. In fact, the banks 

have to establish a strong competitive position, which creates valuable customer relationships beyond 

that provided by the core product (Zineldin, 2005). Nevertheless, some banks struggle more than 

others in this regard, such as Nordea and DNB (Høst, 2017). The findings indicate that customers in 

Norway are overall satisfied with their bank regardless of which bank they are customers of, which 

is consistent with the customer satisfaction of bank products offered (Høst, 2017). In contrast, 

customer loyalty is slightly unclear in relation to improvement of international payment processes as 

previously discussed.  

 

The banks that operate in the Norwegian market mainly focus on product development of existing 

and internal products to simplify their solutions. Thus, the smaller sized banks, particularly 

Sparebanken Vest and Sparebank1, attempt to improve their products in-house first and foremost. 

Nevertheless, it is evident that the banks are testing out and evaluating different initiatives and 

collaborative open innovations (i.e. either DLT or other technological standards) in relation to 

improvement of cross-border payment processes, where some are ahead of others. Indeed, DNB, 

Nordea and Danske Bank are members of the R3 consortium, whereas SEB has entered an agreement 

with Ripple (R3, 2018; SEB, 2016). A reason for this might be that the largest market players have 

the scale in terms of capital requirements to make massive investments in technology in order to fulfil 

demand and sustain it over time (DeLuca, 2017). 

 

Moreover, a majority of the participating banks emphasised that international payments are an area 

of importance, however, it is believed to be more valuable for corporate customers. The reason for 

this is that corporate customers utilise cross-border payments on a much larger scale than retail 

customers do. For instance, some individual customers use it a lot, while others seldom use 

international payments. As pointed out, the commercial segment (i.e. corporate customers) 

contributes to 20 per cent of the payment revenue generated from cross-border transactions on a 

global basis, whereas retail customers only contribute to 2 per cent (Niederkorn et al., 2016). One can 

argue that this highlights a lack of importance in relation to the retail banking segment, and therefore 
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an absence of incentives for product improvement. Nevertheless, from a competitive perspective, 

since the market trend has shifted with a growth of 4 per cent and the competitive environment 

becomes fiercer, traditional banks should encounter pressure to some extent (DeLuca, 2017; Dietz et 

al., 2015; Niederkorn et al., 2016).  

 

A problem facing banks in general and identified in the findings is that some of their systems are 

relatively old and complex in which they are difficult to replace. In addition, it was emphasised that 

the execution process of cross-border payments today is too complex, which indicates that this is a 

product area that can be enhanced. However, an obstacle the banks encounter in relation to product 

development and the use of technology is that legal requirements can slow down the process. In 

somewhat contrast, information technologies have made it more feasible for banks to create customer 

value if they utilise customer information adequately (Dälken, 2014). Thus, traditional banks must 

focus on product improvement in areas where it matters the most by employing digital solutions in 

order to create customer value and enhance the customer experience (DeLuca, 2017). 

 

In the context of retail customers, the banks believe that the efficiency and simplicity of product 

execution are more important than the price involved in a cross-border transaction. Another aspect 

assumed to be valued by customers is that the payments are executed securely, which is one of the 

main priorities of the banks. To emphasise the importance of security in international payments, 

Handelsbanken expressed:  

 

"Security today is extremely important in terms of money laundering and terror financing and all that 

comes with it. We as a bank has an extreme focus towards this, and already has many controls in 

relation to when a payment goes cross-border in order to detect if there is any familiar names, places 

or other elements that appear." 
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Table 8: Age class combined with questioned security of banking products 

 
No Yes 

18-25 73,85% 26,15% 
26-35 73,33% 26,67% 
36-45 62,50% 37,50% 
46-55 91,30% 8,70% 
56-65 72,73% 27,27% 
66-75 100,00% 0,00% 

 

The research findings indicate that personal banking customers in Norway are very satisfied with the 

security behind the product offerings, regardless of age class, which suggest that international 

payments are secure enough today. Table 8 clearly shows no, where the answers significantly are 

over 60 per cent for each age group. Overall, category “No” consists of 109 respondents out of 142, 

regardless of age. Nevertheless, it is notable that the younger generation is more doubtful to the 

security. Even though an increasing part of older consumers are considerably more comfortable with 

the use of digital applications (Dietz et al., 2015), this might be due to more awareness and knowledge 

of technological development among the younger consumers. In addition, the usage of online banking 

and mobile banking has increased substantially in Norway (Finans Norge, 2015), which is consistent 

with the survey findings.  

 

6.3.4. Generic strategies – Differentiation and Cost 

On a global basis, the banking sector has been subject to low profitability due to rapid technological 

changes, which diminish profit margins in fee-based products and services. In addition, competition 

has become intensive and thus traditional banks lag behind FinTech companies in relation to 

investments in strategic innovation (Cortet et al., 2016). Therefore, the incumbent banks must 

determine a clear counter-strategy in order to potentially achieve a profit and maintain their market 

share (Grant, 2013; 2016; Hirt and Willmott, 2015). In the Norwegian market, the banks seem to 

mainly pursue a differentiation strategy, where they focus on differentiation of existing products in 

line with customer demand. The main purpose of differentiation, emphasised by the banks, is to 

enhance the customer experience by providing simpler and more efficient product features. This is 

one step in the right direction in order to achieve a successful differentiation strategy, however, it is 

essential that the product attributes are actually valued by customers (Grant, 2013; 2016). 



   
 

84 
 

 

Moreover, the research reveals an interesting finding in which it seems easier to differentiate products 

in the corporate market, this might suggest that it is simpler to align the demands of the corporate 

segment. Thus, corporate customers might have more or less similar demands when it comes to 

banking products and services, compared to private individual customers. In addition, this could be 

one reason why international payments are more important for corporate customers and the banks. In 

fact, customers are willing to pay a premium price if they value the product that is differentiated 

(Grant, 2013; 2016; White, 1986). Furthermore, traditional banks utilise complex systems, such as 

with cross-border payments, in which a differentiation strategy will be suitable because the scope of 

it will be greater the more complex the product is (Hill, 1988).  

 

In addition, the banks in the Norwegian market are eager to explore new technologies, for example, 

DLT as mentioned above, in order to create customer value and differentiate. This is consistent with 

the literature, which emphasises that information technology facilitates simpler and more efficient 

product features through product differentiation (Dälken, 2014). However, the incumbent banks 

should be alert to the competitive environment, because new market entrants are eager to follow a 

niche strategy, in which focused differentiation is suitable in order to target underserved customers 

(Grant, 2016; Porter, 1998; Simon 1996). Indeed, for the smaller sized banks, such as Sparebanken 

Vest, pursuing a focused differentiation strategy might be advantageous in order to keep up with the 

rapid changes in the competitive industry environment. 

 

Cost focus is another important consideration in relation to product strategy and competition, where 

the price is the fundamental principle in contrast to product differentiation (Grant, 2013; 2016). There 

are different ways to compete on the basis of cost, such as adjustable pricing strategies, decrease 

production costs and/or increase market share (Dolgui and Proth, 2010). The traditional banks seem 

to view cost as an important factor, but not the main driver in relation to product strategy. In addition, 

the findings imply that the rapid development of the competitive industry environment has made it 

more challenging for incumbent banks to compete on a cost level. This is to some extent consistent 

with the literature due to the reason that start-up firms usually have lower costs, and thereby threatens 

traditional banks with their low-cost strategies (Dietz et al., 2016; Grant, 2013; 2016). In addition, 
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there is a greater risk of a zero-sum competition when competing on the basis of price, especially if 

the players target the same customer segments. However, the price mechanism in the market differs 

with up to 20 per cent among banks in Norway, which suggests that there are opportunities to compete 

on price and attract customers (Finans Norge, 2014). Moreover, it was underscored that if technology 

can contribute to cost reduction of inefficient systems and processes or if there is a customer demand, 

then a cost focus would be considered. However, it should be emphasised that productivity gain from 

process innovation seldom derives from technological innovation (Grant, 2013; 2016). 

 

6.4. Blockchain 

What are the barriers and facilitators to the utilisation of blockchain technology compared to 

traditional cross-border payments/transactions as a bank product?   

 

Blockchain is a relatively immature technology with several advantages and disadvantages. The first 

part solely will focus on the facilitators of utilising blockchain technology. While the second part will 

elaborate on the barriers of DLT in the market for cross-border payments in comparison to traditional 

payment structures. 

 

6.4.1. Facilitators 

6.4.1.1. Use cases 

In the financial market, there are several processes which blockchain can make more efficient (Guo 

and Liang, 2016). In line with the findings, the banks emphasised that KYC is the use case with the 

most potential. In particular, Sparebank1, Handelsbanken and DNB, are currently exploring KYC 

verification for personal customers, where DNB stated:  

 

"We believe in the idea of a distributed ledger, where it is possible to remove counterparty risk and 

the transparency aspect in which everyone involved has equal access to the same information. There 

is only one version of the truth. This mechanism, that blockchain offers, is something we believe is 

valuable. (…) In addition, we see that smart contracts have a value, almost like robotics, in which we 

can make paperwork more efficient than doing it manually as today.” 
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The above quote, highlights that blockchain can reduce paperwork and make it more convenient for 

the banks and its customers since everything will be stored on a secure ledger (Jacobovitz, 2016).  

One advantage of using blockchain for KYC verification is increased customer experience in terms 

of not having to specify information about themselves each time they interact with a financial 

institution. Moreover, the KYC verification can safely be shared reducing the complexity for the 

customers and contributes to less effort and cost for each time they interact with financial institutions 

(Moyano and Ross, 2017). Thereby, simplifying processes will contribute to more satisfied 

customers, which is an opportunity the banks see potential in and want to utilise. 

 

Further, the banks also argue that trade finance is one prominent use case to replace manual processes 

which can be automated through blockchain. There are several parties that need to be coordinated in 

relation to export and import (i.e. complexity making the process time consuming) (Guo and Liang, 

2016; Morabito, 2017). DLT could be a possible technology solving these hurdles in terms of smart 

contracts, which will reduce the time and the counterparty risk originally present when sending the 

letter of credit. In addition, the security will be increased due to transparency and irreversibility (Guo 

and Liang, 2016; Swan, 2015; Underwood, 2016). In particular, the larger banks, such as DNB, SEB 

and Danske Bank, expressed that they are looking into specific projects considering the trade finance 

use case. The mentioned banks are a part of the R3 consortium, which solely focuses on blockchain 

functionality for financial services. Moreover, considering blockchain as a software connector, the 

consortium can be viewed as an open source innovation (i.e. where both the innovation process and 

outcome are open) to gain wide adoption across the financial community (Brown et al., 2016; 

Huizingh; 2011; Xu et al., 2016). As an open source technology, blockchain can facilitate continuous 

innovation and development based on network consensus (Tapscott and Tapscott, 2016). Thus, R3 is 

open source where both risk and resources are shared, making it easier to explore opportunities with 

DLT (Salter et al., 2014). One of the newest R3 projects is a trade finance use case called Marco Polo 

to make export and import more efficient and secure due to transparency. The growth of new projects 

highlights the possibilities of blockchain. 
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In light of projects and application of blockchain in other use cases, the banks’ resources and 

investment potential is crucial for attendance on projects (Grant, 2013; 2016). In this context, it is 

evident that the banks in the Norwegian market have different focus. Some of the banks might have 

the ability to participate in several projects based on their resources, which DNB, SEB and Danske 

Bank are an example of with their major customer portfolios. For the smaller banks, the budget and 

resources available can be restrained due to their size, where it gets important to carefully consider 

how to allocate them. Thus, it might be advantageous to invest heavily in one specific segment (Grant, 

2016; Porter 2008). In addition, the banks emphasise that they cannot do everything in-house if they 

simultaneously want to pay attention in the market due to costs, competition and speed of digitisation. 

Therefore, the importance of strategic partnerships has grown in recent year as discussed in section 

6.3.1. Either way, the interest of exploring blockchain is present, however cross-border payments as 

a blockchain use case is not viewed as the most prominent. In particular, Danske Bank stated:  

 

"(…) I believe that payments itself have a longer way to go in order to reach the efficiency that other 

proprietary solutions offer today. All elements that have a form of proof-of-work/security of the 

original documentation have potential (…)". 

 

On the other hand, in a long-term perspective, if developed right, blockchain could improve cross-

border payments (Guo and Liang, 2016). Some banks express that it might not be with the blockchain 

angle today, but definitely will include the attributes of DLT. The technology is still at an early stage 

and needs further development in which the banks see potential in the functionalities rather than the 

entire payment structure.  

 

6.4.1.2. Attributes with blockchain 

However, in line with the literature, the banks emphasise that traditional processes of cross-border 

payments are considered as inefficient and complex, and thus needs improvements. Several parties 

need to be engaged due to the two-way link an exchange of currencies require to take place (Guo and 

Liang 2016; Park, 2007). Tracking of the transaction and overview of where the money is at any time 

is not always possible and leads to drawbacks with traditional SWIFT. In addition, it could take up 

to three days before the transaction is transmitted depending on the destination (Guo and Liang, 2016; 
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Park, 2007). Utilising blockchain increases the speed of a transaction (i.e. transmit within seconds), 

in contrary to days. Further, it will be possible to track the transaction at any time and withdraw the 

transaction due to the atomic system (Wüst and Gervais, 2017), which will ensure the customer that 

the money is heading the right way. Due to the complexity of traditional correspondent banking, the 

costs are believed to get lower with blockchain since it will contribute to fewer parties involved 

(Niederkorn et al., 2016; Wüst and Gervais, 2017).   

 

In light of costs, Danske Bank argues that the cost not necessarily is the most important factor for the 

customers, but rather the efficiency. For instance, the bank states that the original cost of transferring 

could be 20 Danish Kroner whereas the cost for the bank is 10 cents. By applying new technology, it 

could decrease to 8 cents, but not be of significant importance, when the transmission time still is 

slow. In somewhat contrast, the literature highlights that digitalisation contributes to more pressure 

on the banks to meet new customer expectations, and thus the prices are pressed further down, where 

customers still expect good quality (Cortet et al., 2016, Porter, 2008). This argument will conflict 

with Danske Bank, where in the long-term costs might play a bigger role than the banks realise and 

blockchain could both provide lower costs and more efficient international payments. Blockchain can 

increase process efficiency, where the costs are going to be an additional advantage (Guo and Liang, 

2016; Swan, 2015), even though the demand does not necessarily requires it today. 

 

One pure blockchain provider that is fronted as the promising blockchain payments technology is 

Ripple, which already has some cooperation partners. Among the interviewed banks, SEB made a 

contract in 2016 to further explore the possibilities (SEB, 2016). SEB stated that there is a lot of 

potential with Ripple, but how far the bank will go with Ripple is still unclear. In addition, some of 

the banks in Norway expressed that they would consider Ripple, but highlighted that it still is at an 

early stage. On the other hand, the banks emphasised that it was only a matter of time before the 

traditional provider, SWIFT, required improvements, which the emergence of blockchain accelerated. 

Moreover, Ripple will contribute to the mentioned DLT advantages, based on a global payment 

protocol (Olleros and Zhegu, 2016). The banks agreed that the customers want increased speed of 

transaction and ease of use, which Ripple could be the solution to. It would be faster because of the 

elimination of middlemen since there are fewer parties included if something should go wrong (Neyer 
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and Geva, 2017). However, Ripple is not a finished developed product yet but tries to meet the 

demands set to improve cross-border payments.  

 

Ripple's attributes, transparency and efficiency, is highlighted as advantages of the technology, where 

the security also can be increased due to the transparency and the irreversible technology (Kelleher, 

2015; Swan 2015; Underwood, 2016). The Norwegian customers where asked if they had doubted 

their banks’ security before, where the majority says no in line with the response from the interviewed 

banks. Both parties are of the opinion that the current payment infrastructure is secure enough and do 

not need further improvement of the security today. Even though, Handelsbanken stated:  

  

”(…) In relation to blockchain technology, the entire fundament is based on a secure and irreversible 

information source of where the money originally comes from; it can be traced from A to B. It is clear 

that this is something that is valuable in terms of AML and terror financing and when it comes to 

electronic and digital money. I am convinced that if blockchain can facilitate better security in this 

regard, then it will also emerge legal requirements and regulations in relation to information around 

the technology (…)" 

 

The quote indicates that blockchain could potentially be a better solution for security in different use 

cases. This argument is somewhat supported by Sparebanken Vest, which states that the security they 

have today is good enough, but they do not know for sure in 2-3 years. The case could be that 

blockchain is the one technology that provides better security in the future, since technological 

innovation already has changed the competitive market (Dälken, 2014; Tapscott and Tapscott, 2016).  

 

6.4.1.3. Industry structure 

Digitalisation has massive power over the incumbents in the banking market, where the industry 

structure has experienced substantial changes (Alt and Puschmann, 2012). The major banks are no 

longer alone in the market offering bank services due to the grown competition. This is also true for 

the banks in the Norwegian market, where it is important to pay attention to market trends and be 

open for other solutions (Grant, 2013; 2016). Furthermore, the structural changes in the industry make 
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it easier for the establishment of DLT in the market and soften the banks’ willingness to explore 

opportunities other than the traditional providers. The reason for this is the change in the bargaining 

power of customers due to increased transparency of information and thus more knowledge of 

different products (Dälken, 2014; Hirt and Willmott, 2014). Consequently, FinTech companies and 

other non-bank providers take advantage of less committed customers (Grant, 2016; Hill, 1988), 

which makes it simpler to establish new technological solutions (e.g. blockchain). 

 

On the other hand, the changes in the industry structure highlight that customers need and experience 

get more important in the banks strategic orientation (Dietz et al., 2017). In line with the findings, the 

banks argued that they would not do something without a clear customer value. In addition, the 

findings indicate that the customers want more efficient solutions for cross-border payments, in 

contrast to what is provided with SWIFT today. Moreover, the respondents were asked if they would 

be sceptical to improvement of international payments with the utilisation of blockchain technology. 

The following figure 8 illustrates the responses obtained.  

 

Figure 8: Scepticism regarding improvement of international payments with DLT 

 

 

40 per cent of Norwegian customers are not sceptical to improvement with blockchain, despite the 

negative and positive news surrounding cryptocurrencies. This could indicate to some extent that the 

customers are aware of what advantages and disadvantages DLT has and might actually care. On the 
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contrary, the banks argued that the customers do not care about the technology as discussed in section 

6.2.7., where they emphasised that the functionality is the only thing they care about. In other words, 

if the banks do not think that the customers care about the technology then it is irrelevant which 

technology is used (i.e. facilitating the utilisation of blockchain), since the customer value is the main 

driver.  

  

6.4.1.4. Competition 

Due to lower entry barriers as a result of the changes in industry structure, more initiatives try to 

compete in the market for international payments and thereby change the competitive picture (Hirt 

and Willmott, 2014; Porter, 2008). Blockchain has acted as a challenger to competitors and pushed 

the traditional providers further and inspired them to develop existing systems. SWIFT has responded 

to the presence of DLT by establishing a project called SWIFT GPI, which partly incorporates the 

attributes of blockchain and further develop their existing infrastructure (Barbey et al., 2017; SWIFT, 

2018 b). The vision of SWIFT GPI is to offer higher speed, higher transparency and lower cost in 

line with advantages of blockchain attributes (SWIFT, 2018a). Moreover, the banks highlighted that 

there exists one pure blockchain-based platform, Ripple, which manages to challenge the traditional 

provider SWIFT. Additionally, non-bank provider TransferWise attends the competition by offering 

cheaper and easier use, which could take advantage of flexibility due to its smaller size (Grant, 2013; 

2016). In terms of flexibility, TransferWise states that banks will take up to 5 per cent hidden costs, 

which TransferWise and blockchain removes due to fewer parties involved (TransferWise, 2018). In 

contrast, TransferWise does not incorporate blockchain attributes and in that manner will act as a 

competitor. However, TransferWise focuses more on cost rather than speed, where Ripple until today 

will transmit a transaction faster (i.e. 10 seconds) than TransferWise (Guo and Liang, 2016). 

 

6.4.2. Barriers 

6.4.2.1. Technological function 

Blockchain technology is perceived to have revolutionary potential in certain banking related 

application areas. However, an emerging technology, like blockchain, does not come without barriers 

partly due to technological uncertainty (Grant, 2013; 2016). From a banking perspective, it is 

interesting to notice that blockchain seems to exist as a pure technological function, rather than a 

strategic process and consideration. Thus, this underscores the lack of long-term strategies determined 
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by the traditional banks in the market for international payments. In addition, the possible utilisation 

of blockchain technology does not necessarily appear to be customer driven, but rather motivated by 

its potential and embedded functionalities. This suggests that it might be difficult to implement a 

blockchain solution if not aligned with customer demand due to the fact that customer experience has 

a significant influence on the allocation of resources (Dietz et al., 2016; Enders et al., 2017). In this 

context, it is crucial for the banks to determine a clear innovation strategy aligned with customer 

value creation in order to achieve profitability and cope with market trends (Grant, 2013; 2016; Hirt 

and Willmott, 2014). In fact, innovation initiatives often fail due to lack of an explicit innovation 

strategy, and thus it becomes challenging to sustain competitive advantage (Pisano, 2015).  

 

6.4.2.2. Scepticism 

With that being said, it is significant to determine whether retail customers would be sceptical to the 

utilisation of blockchain in relation to product improvement of cross-border payments. Table 7 

indicates that 18.31 per cent retail customers in Norway are sceptical to the utilisation of blockchain 

technology, although they want more efficient international payments. Overall, 27.5 per cent of the 

customers are sceptical because they question the security behind DLT and believe it is too 

immaturity today. Thus, it is evident that there is some scepticism towards blockchain among retail 

customers in Norway. However, it does not necessarily mean that there is lack of demand for 

improvement of international payments.  

 

From the perspective of banks in Norway, it is believed that customers might be sceptical and 

reluctant to the use of DLT due to the hype surrounding bitcoin and other cryptocurrencies. In 

particular, a quote from Dansk Bank was:  

 

" (…) Even though bitcoin, cryptocurrency and blockchain is not the same at all, I could imagine, if 

communicated, this solution based on blockchain could actually make customers not use it, because 

they would link that to cryptocurrencies and bitcoin (…)." 
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The reason for this is based on the fact that cryptocurrencies are very volatile, in which the security 

aspect becomes questionable (Dierksmeier and Seele, 2016). For instance, Ripple, which currently is 

the most prominent DLT network in the payment infrastructure, does not adequately remove 

counterparty risk and the required trust relationship. Even though the network has developed a 

corresponding digital currency (i.e. XRP), other currencies are represented by gateways outside the 

distributed ledger and will be issued as new parallel currencies (e.g. an on-chain US Dollar is not a 

real US Dollar) (Wüst and Gervais, 2017). This in line with the findings, which emphasise that the 

actual value of money (i.e. fiat-money) will be an obstacle due to the exchange of both real and digital 

currencies involved in the transaction process. In this regard, a barrier to overcome will be how to 

ensure that a payment in the blockchain will be delivered at the real value of the settlement.  

 

6.4.2.3. Regulatory response 

Consistent with the findings, a possible solution would be to utilise central banks to act as gateways 

due to the reason that cryptocurrencies would then correspond to real currencies. Thus, the trust 

relationship embedded in the correspondent banking system would be removed and controlled by the 

central banks (Wüst and Gervais, 2017), however, this will to some extent eliminate the decentralised 

mechanism of blockchain (Guo and Liang, 2016). The research findings reveal that some form of 

regulatory response will eventually emerge as the technology matures and in line with the 

development of different blockchain-based solutions. In fact, regulators tend to respond incredibly 

aggressive in order to enforce existing regulations against emerging technologies due to significant 

historical events (e.g. credit swaps, dot.com bubble etc.). A proper gateway system controlled by the 

central banks or a digital currency issued and backed by a central bank might be one of many 

regulations. In relation to business ethics, Dierksmeier and Seele (2016) state that regulatory 

frameworks with legislative reach across borders require further consideration regarding 

cryptocurrencies as the mediums of exchange. In this context, it should be noted that legal 

requirements and regulations could be programmed and built into the blockchain (Trautman, 2016). 

Guo and Liang (2016) support this by emphasising that DLT has a critical impact on the existing 

systems, and thus regulations are necessary. 
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6.4.2.4. Implementation 

A problem with the complexity embedded in blockchain is that it requires many participants in order 

to create value, which will be challenging in terms of successful implementation. In this context, a 

key event is the establishment of technological standards, where the timing of a standard strategy is 

of crucial importance (Deshpand et al., 2017; Grant, 2013; 2016). However, the findings emphasise 

that this will be a considerable obstacle due to lack of scope for standards currently established, in 

which different blockchain networks emerge. In addition, many different formats for standards will 

be established, which thereby weakens the potential value of blockchain because the interoperability 

between different ledgers becomes impossible. SEB accentuated the importance of this barrier: 

  

“(…) we see that a lot of blockchains are based on different standards in the end, then you cannot 

integrate different blockchain networks and merge them and have payments in-between them. We 

think that a lot of things have been talked about in relation to standards, having the same format for 

standards for payments for example. (…) in the end, it will be new ecosystems, it will be Ripple and 

several other blockchains, and banks will probably have to be a part in some way, ourselves or via 

partners, in all these different blockchain networks. I think that will be the challenge." 

 

A potential solution to this obstacle could be the development of sidechains, where transaction 

interfaces between distributed ledgers are provided. However, the security aspect of sidechains is 

neglected in current research (Meiklejohn, 2017). Moreover, initiatives are currently working on the 

development of global standards for blockchain technology (e.g. Standards Australia and R3 

consortium) (Guo and Liang, 2016). Thus, it is essential to overcome this barrier in order to properly 

utilised DLT and facilitate value creation for both banks and their respective customers. However, it 

should be noted that too many participants would decrease the efficiency of a transaction dependent 

on the blockchain category (i.e. permissionless or permissioned), because consensus needs to verify 

it in an open ledger (Peters and Panayi, 2016). In contrast, it would improve the security of the 

transaction with fewer participants (Guo and Liang, 2016). 

 

Furthermore, this underscores that blockchain is a relatively immature technology, which seems to 

be a key barrier to its utilisation. For instance, despite its front-runner reputation in the international 
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payments market, some of the banks perceived Ripple as underdeveloped and at a pilot stage. To 

highlight this, DNB said that: 

 

"(…) if you look at what SEB use the Ripple solution for, only the message function (i.e. bookkeeping 

etc.) of the infrastructure, not the payment function, which I believe is what most of the banks involved 

in the Ripple agreement do. We believe that Ripple is underdeveloped." 

 

This is consistent with the fact that Ripple only partly replaces the correspondent banking system, 

because banks are free to utilise correspondent banks if liquidity in required foreign currencies is 

offered at low rates (Wüst and Gervais, 2017). In addition, this indicates that the Ripple network lacks 

scalability in comparison to SWIFT, which is perceived as the dominant infrastructure in the market 

for cross-border payments. In other words, it was emphasised that SWIFT has the scale because every 

bank in the chain is already included in its network. Indeed, SWIFT was the first technology 

connecting banks across borders and is considered the leading provider of international payment 

technology (Casterman, 2013). Thus, this suggests that it will be hard to completely replace the 

current payment structure in terms of implementation of DLT within the banking sector. 

 

Moreover, it should be noted that it seems to be limited evidence of successful blockchain-based 

solutions, which again highlights the immaturity of the technology. Even though several financial 

institutions have started to test transactions on blockchain platforms and succeeded, it is still too early 

for the technology to completely disrupt the financial industry (Guo and Liang, 2016). The findings 

recognised some scepticism towards the utilisation of blockchain, especially for international 

payments, among the banks in the Norwegian market. Specifically, Sparebanken Vest emphasised 

that blockchain is to some degree a hype, and thus the bank is expecting something more concrete. In 

addition, SEB emphasised that Ripple has actively promoted their collaboration; however, SEB is 

unsure about the future outlook of the agreement and what they want to accomplish with it. Again, 

this underscores the assumption that Ripple is underdeveloped and still at an experimental stage. 
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The findings indicate that cross-border payments  as  a use case is not the most prominent today due 

to an early development stage in DLT payment processes. One reason for this is that blockchain, 

specifically bitcoin, lacks scalability of transaction volume required to be beneficial for banks to 

utilise it for global payments (Cascarilla, 2015; Tapscott and Tapscott, 2016). Indeed, it was 

emphasised that traditional banks’ transaction volume to a high extent exceeds what is currently 

proven possible with the use of blockchain technology. Specifically, Handelsbanken underscored this 

as an important factor: 

 

“The volume we experience in our system today exceeds what has been proved with the use of 

blockchain today, to a very high extent. In other words, what currently has been proved in terms of 

what can be processed through blockchain. In this regard, I believe it is still a long way to go in 

relation to data volume that requires verification.” 

 

Ripple is developed to increase the transaction capacity, where the network currently has a scale of 

50,000 transactions per second using its corresponding digital currency XRP (Neyer and Geva, 2017; 

Ripple, 2018). However, as mentioned above, Ripple has not been able to completely remove the 

interbank relationships of corresponding banks in payment infrastructure (Wüst and Gervais, 2017). 

 

6.4.2.5. Competition 

The emergence of DLT has fostered competition among payment providers, and thus other promising 

initiatives have also been developed as a result of blockchain. SEPA instant payment aims to develop 

a single system for both domestic and cross-border payments, which will include the same 

functionalities offered by DLT (e.g. efficiency, transparency and safety of transactions) (European 

Commission, 2018). Furthermore, non-bank initiatives have also become visible in P2P payments, in 

particular TransferWise, Revolut and Mobile Proxy Forum, which seek to compete on similar grounds 

in payment processes. In contrast to banks, TransferWise and Revolut utilise the real exchange rate, 

which removes the transparency on additional fees and the real value of a transaction in comparison 

to blockchain-based platforms (e.g. Ripple). In similarity to Mobilepay, MPF aims to simplify day-

to-day payments within Europe by linking customers’ telephone numbers to their corresponding 

IBAN (European Payments Council, 2017). The visibility of innovative initiatives building on the 
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current payment infrastructure is consistent with the findings, where it was highlighted that other 

initiatives are working on improvements of cross-border payments in the P2P space. In contrast, both 

Ripple and SWIFT’s GPI project are established to target corporate customers mainly (Barbey et al., 

2017; Neyer and Geva, 2017). 

 

Moreover, it is evident that the banks operating in the Norwegian market have limited resources and 

capabilities to explore and invest in DLT solutions. However, as previously discussed, the incumbent 

banks are more or less anticipating market trends and actively evaluating potential projects and 

strategic partnerships in relation to innovation. The perceived immaturity of DLT makes them more 

reluctant to be first mover in the establishment of a technological innovation. In fact, blockchain 

technology is viewed as a radical innovation, which comes with a lot of uncertainty, where 

replacement of entire organisational systems might be required rather than simply adding additional 

functionalities (Beck and Müller-Bloch, 2017). Moreover, it should be mentioned that some of the 

banks, specifically the smaller banks with less resources, seem to view DLT as a greater risk. In line 

with Grant (2013; 2016), there is a greater risk of pioneering for incumbent banks because they have 

more to protect (e.g. brand, reputation and valuable resources) compared to start-up companies. In 

contrast to closed innovation (i.e. in-house development), it seems beneficial to engage in open source 

initiatives when it comes to technological innovation, even DLT. This is because a more market-

based system contributes to enhanced productivity of external R&D, reduced risk and resources. On 

the other hand, it requires significant organisational change, which does not come without challenges 

(e.g. knowledge transfer and establishment of new partnerships) (Salter et al., 2014). Thus, some of 

the banks seek to internalise product developments, while others have invested in blockchain-based 

consortiums as a form of open source innovation (Brown et al., 2016; Huizingh; 2011; Xu et al., 

2016). This might suggest that there is to some extent fear of missing out on market trends, and thus 

a way to cope with the competitive industry environment.  

 

6.4.2.6. Is blockchain really needed? 

A significant question emerged from the findings, whether blockchain is really needed to improve 

cross-border payments. The preceding discussion shows that there are other innovation initiatives 

with great potential in the market for international payments, competing against pure blockchain-

based platforms. Thus, based on the barriers outlined, it seems like DLT in payment processes still 
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has a long way to go due to its immaturity. However, the transaction speed of bitcoin is rooted in the 

decentralised mechanism, whereas for consortium blockchains the loss in transaction efficiency is not 

too significant due to the preselected verification nodes (Guo and Liang, 2016). Since the banking 

industry is highly dependent on security amongst the participants in transactions, blockchain can be 

useful to eliminate counterparty risk and the embedded trust relationship in the correspondent banking 

system (Wüst and Gervais, 2017). Thus, the most suitable would be a public permissioned blockchain, 

also referred to as a consortium blockchain (Guo and Liang, 2016; Wüst and Gervais, 2017). 

Transactions require a lot of important information that needs to be securely stored and recorded on 

a database, in which blockchain can be used. However, the usage of blockchain technology will 

depend on the availability of verifiers, where offline parties can benefit from DLT attributes (Wüst 

and Gervais, 2017).  
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7. LIMITATIONS AND FURTHER RESEARCH 

 

7.1. Limitations 

Although the research of this study was carefully prepared, it is important to be aware of its limitations 

and shortcomings combined with the delimitation outlined in section 1.5. The thesis methodology 

sub-chapter is to some extent stressing the limitations of the data sample and data selection. In other 

words, the data sample size for the quantitative survey conducted in Norway will limit the 

applicability of the findings to generalise it to the population of Norwegian bank customers. 

Additionally, the small sample for the qualitative interviews could also to some degree limit the 

representation of the Norwegian banking industry. Furthermore, due to the scope and delimitations 

of this research it should be noted that the findings and the comprehensiveness of the analysis could 

have provided a different outcome if more available time (e.g. more time to collect data). Secondly, 

the thesis interviewed mainly large banks with large customer portfolios, where only one small size 

bank was included. The analysis outcome might have been more extensive and diverse by having a 

wider size range of banks and could be a suggestion for further research.  

 

The research data is collected in English and Norwegian, where the researchers translated and 

transcribed the Norwegian audio-recorded interviews to English. The translation process could 

contribute to some lack of evidence. Despite this limitation, the data quality of the qualitative sample 

could be considered as sufficient to some extent due to few participants, which contributes to little 

noise in the transcripts. For the quantitative data sample, there could be some improvement to cover 

each banks’ customer portfolio. In particular, the thesis survey neglected customers of Sparebanken 

Vest due to geographical constraints, and thus the bank’s customer demand was not represented. 

Potentially, the second data available (i.e., EPSIs survey) might have led to some misperceptions of 

satisfaction in relation to cross-border payments in Sparebanken Vest, and makes the discussion less 

thorough. In addition, SEB only has wealth management for private customers in Norway, which 

means that the customer response obtained on SEB entails private banking customers. Thus, this is 

considered as a limitation to this study, because these customers cannot be completely representative 

as retail customers.  
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Moreover, it is important to have in mind that the researchers lack competences and experiences in 

terms of conducting interviews and developing a survey. To obtain validity and reliability it is 

important to develop questions in line with guidelines. It was the first time the researchers collected 

qualitative and quantitative data, where the researchers in retrospect acknowledge that some of the 

questions were difficult to answer for the participants. This could lead to some kind of bias where the 

participants were confused, and thereby loses some of the reliability of the collected data. 

Furthermore, some of the survey respondents are customer of more than one bank, which made it 

difficult to distinguish between which bank they were referring to throughout the questionnaire. 

 

Finally, the researchers wanted to research a relatively new and interesting research field, which 

contributes to some lack of previous studies regarding blockchain technology. The literature review 

builds the foundation to explore the research objectives, which to some degree could be inadequate. 

In addition, due to the immaturity of the technology and as a new phenomenon, the interview 

participants’ answers could to some extent be characterised as general where the level of knowledge 

differed. Some of the interview participants are experts in the field of DLT and thereby contributed 

more to the topic. Nevertheless, it should be mentioned that they also might be more biased based on 

their knowledge and expertise. However, the mentioned aspect is critically taken into consideration 

when the qualitative data was interpreted and analysed, but still represents a limitation to the study. 

Furthermore, it should be noted that the barriers and facilitators identified are limited to the scope of 

this thesis and what was obtained from the data collected, and thus are not reflected and representative 

in its entirety.  

 

7.2. Recommendations for Further Research 

The possibilities of further research in the area of analysing blockchain technology within the banking 

industry are substantial. In particular, the potential of blockchain and increased efficient cross-border 

payment are two scopes where available research will increase as time passes. The research findings 

reveal that there is some demand for cross-border payments for retail customers, but the demand of 

corporate customers might be more dominant. Specifically, this research highlights that corporate 

customers expect that cross-border payments should be added in their value chain due to lack of 

digitalisation of trade finance (Niederkorn et al., 2016). Indeed, the banks emphasised that due to the 

early development stage of blockchain, the exploration of new technologies could be more prioritised 
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for corporate customers. One approach for further research is to investigate how the corporate 

customers evaluate the processes today with cross-border payments and if there is high enough 

demand. Moreover, including several small size banks as well as larger banks to get more extensive 

and diverse perspectives. There might be bigger differences based on size between banks’ 

perspective, than this research has managed to cover. For instance, Sparebanken Vest does not offer 

cross-border payments unless you activated it, where there could be identified products that not all 

banks provide for all customer segments. This could contribute to higher incentives for FinTechs to 

offer those products and act as competitors. When developing the research design, it can be suggested 

to choose another methodical design for the data collection, for example, a survey as the main method 

accompanied by interviews. This would contribute to a further in-depth understanding of corporate 

customers’ opinion and build an interesting foundation for the discussion.  

  

Furthermore, in line with the findings and literature uncovering expectation of corporate customers 

who experience lack of digital solutions in trade finance, the researchers suggest to further investigate 

the trade finance use case. This research pinpoints some of the advantages of trade finance, but do 

not elaborate in-depth its potentials with DLT due to the scope of the thesis. An interesting approach 

is thereby to investigate how blockchain in comparison to other technologies can make the process 

more secure and easier. Moreover, it could be interesting to research if it is possible to implement 

blockchain in the already existing systems or if it would mean a complete replacement. In light of 

this, investigating advantages and disadvantages of cost and value the changes would contribute to. 

As highlighted with Ripple, it could be a challenge with the different currencies and the exchange, 

but there might be simpler solutions for trade finance. Some of the banks are already exploring the 

opportunities of trade finance with the Marco Polo project, which would provide some existing 

literature on the topic and building a foundation for further research.  

  

Thirdly, KYC was emphasised as a potential use case for blockchain. The blockchain attributes in 

similarity to the trade finance use case could increase the efficiency of the verification process. A 

further examination could be how the usage will get easier and work in practice. The research until 

now has covered technological aspects with blockchain, where there is lack of a practical business 

approach in relation to the functionality. It might be too early at this point in time, but more evidence 
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is expected to arise in the future, since it will benefit both banks and customers. Thereby, the potential 

for banks and customers could give a more solid literature foundation for further research.  

  

Finally, due to the radicalness and immaturity of blockchain, regulations in Norway do not 

incorporate DLT and exchange of cryptocurrencies yet. This makes it more difficult to investigate 

how implementation would work. Therefore, one interesting approach could be to investigate a 

country that is further ahead with DLT, such as for example Estonian. Estonian has implemented 

digital citizenship and been one of the countries that have explored blockchain technology from the 

beginning (Sullivan and Burger, 2017). Exploring Estonia’s regulation and incorporation of DLT 

could give an understanding of how other countries could implement the technology. Moreover, an 

interesting angle could be to compare how Estonian has solved it so far with blockchain compared to 

how the Norwegian market could do it.  
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8. CONCLUSION 

 

The purpose of this research study was to contribute to the emerging literature on cross-border 

payments as a blockchain use case from a strategic banking perspective, by exploring the consistency 

between banks’ strategic logic and customer demand. This was done by examining six banks 

operating in the Norwegian market and 142 retail banking customers respectively. 

 

Contribution from the literature 

In accordance with theory, Porter’s five forces of the banking industry reveal that industry has 

experienced substantial structural changes due to digitalisation and globalisation. It is evident that a 

customer orientation has become an important strategic consideration strongly driven by changing 

consumer expectations and the emergence of new technological innovations. The bargaining power 

of buyers has increased as a result of more available and transparent information, and thus more bank 

providers to choose from. The competition within the industry is more intensive due to lower entry 

barriers, where a significant number of new market players become visible. The digital revolution 

pressures traditional banks to re-evaluate the threats and opportunities disrupting the industry 

environment. New market entrants take advantage of underserved customers in niche areas of the 

universal banking value chain. Therefore, availability of resources and capabilities and how they are 

allocated, as well as determining a right counter-strategy is crucial for incumbent banks in order to 

respond and cope with the changing market trends. In addition, when it comes to strategic innovation, 

optimal timing is a key factor and determines the strategic position in the market (i.e. follower or first 

mover strategy) in which the strategic window is essential. 

 

From a strategic perspective, the emergence of DLT can contribute to technological innovation in 

different banking related application areas. The technology is viewed as a radical innovation expected 

to disrupt the industry landscape and reshape how traditional banking is conducted. However, in 

contrast to incremental innovation, the radicalness embedded in DLT entails a lot of uncertainty. 

Blockchain technology is perceived to hold revolutionary potential for the banking industry among 

others, where different use cases have been identified. Amongst the most prominent application areas 

and opportunities for traditional banks to explore are cross-border payments, trade finance, smart 
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contracts and identity management. In this context, it is evident that different distributed networks 

occur, where it is of crucial importance to establish a standards strategy. The complexity rooted in 

blockchain involves valuable attributes with the potential to improve efficiency, security and 

transparency of existing banking processes and systems. 

 

Contribution from the empirical findings and analysis 

From the findings, the examination of the consistency between the banks’ strategic logic behind cross-

border payments and retail customer demand, have uncovered several interesting aspects. Banks are 

faithful to the traditional SWIFT payment infrastructure utilised for international payments, however 

they also evaluate other potential solutions. The banks have acknowledged that digitalisation and 

globalisation have resulted in a shift, where customer value creation is an important prioritisation to 

reduce switching costs. Thus, customer expectations have changed considerably due to higher 

bargaining power, in which they expect the banks to adapt to the rapid technological changes. When 

it comes to uncover customers’ need and align diverse customer demand there is still further potential 

for the banks to utilise customer information, even though regulations could make it more difficult.  

 

The new competition has put pressure on the market and alternative solutions are becoming visible, 

but the prioritisation of it can be questioned based on the availability of resources and capabilities. 

New market entrants seem to be a bigger threat than what the incumbent banks realise, specifically 

in the market for cross-border payments because they target niche areas in payment processes. 

However, it is strategic of the banks to rather view them as potential opportunities in terms of 

partnerships in order to reduce the threat to some extent. Since FinTech companies will be a part of 

the natural evolution, strategic partnerships would be an opportunity to offer better terms for cross-

border payments. Thus, the banks that enter strategic partnerships effectively and with customer 

demand in focus will have a better chance at success. Furthermore, the banks seem to pursue a 

follower strategy to technological innovation, specifically in the market for international payments, 

because they currently do not see a clear demand for improvement from their retail customers.  

 

Pursuing a differentiation strategy appears to be superior to cost focus based on the structural changes 

in the banking industry. The complexity embedded in blockchain technology is valuable in the pursuit 
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of a product differentiation strategy. Even though DLT has attributes with potential, it is evident that 

blockchain is still an immature technology, and thus cross-border payments are not the most 

prominent use case today. In addition, it seems that blockchain technology does not exist as a strategic 

innovation for product improvement in the Norwegian banking sector. Thus, the technology 

encounters many barriers that need to be properly solved before DLT can be utilised in payment 

processes and implemented in the market for international payments. Moreover, the emergence of 

blockchain has fostered competition, which has accelerated developments of existing and new 

providers. Thus, new payment ecosystems will arise based on different requirements, where the 

obstacles surrounding establishment of standards have to be determined. 

 

It is evident that the banks operating in the Norwegian market have a customer focus, which they 

attempt to prioritise to some extent in accordance with customer experience and preferences. 

However, it seems like some of the banks are better at this than others. In other words, some areas 

require improvement in order to achieve a competitive advantage and strategically position 

themselves more successfully in the market for cross-border payments. It is safe to say that incumbent 

banks are to some degree aware of the industry landscape, and thus a step in the right direction. 

Nevertheless, the long-term strategies for international payments are seemingly vague in general 

amongst the traditional banks. Hence, it is critical that they sharpen their focus on core strengths and 

characteristics in line with a customer-oriented strategy, rather than follow a “me-too” approach to 

innovation.  

 

Overall, the banks can sometimes underestimate what customers’ need, whereas they in some areas 

have a strategic logic in line with customer demand. However, traditional banks in the Norwegian 

market do not see the necessity to prioritise cross-border payments for retail customers, although 

customers indicate some efficiency demand for international payments. Thus, it is evident that 

improvement of international payments is more valuable for both the corporate customer segment 

and the banks, either with or without the utilisation of blockchain technology. Conclusively, the 

researchers answer the main research question of this thesis by suggesting that there is consistency 

between the banks’ strategic logic behind cross-border payments and retail customer demand. 

However, the strategic rationale behind international payments is not fully consistent with customer 

demand in Norway. Nevertheless, it should be noted that the findings developed within this research 
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study require cautious interpretation due to the many limitations outlined in chapter 7. The overall 

impression of the thesis results was confirmed during a discussion with a corporate strategy expert at 

Nets.  
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APPENDICES 
 

Appendix A: Survey Questions 

 
1. What is your age?  
 
Age Response Percentage 
18-25 65 46 % 
26-35 30 21 % 
36-45 8 6 % 
46-55 23 16 % 
56-65 11 8 % 
66-75 5 4% 

 
2. What is your occupation? 
 
Occupation Response Percentage 
Between studies 2 1 % 
Early Start-up 2 1 % 
Freelancer 1 1 % 
Full-time worker in Norway 57 40 % 
Full-time worker in Norway and/or international 12 8 % 
Graduate 3 2 % 
International student 17 12 % 
Investor 1 1 % 
Part time USA 1 1 % 
Retired 2 1 % 
Student in Norway 43 30 % 
Unemployed 1 1% 

 
3. Which of the following banks are you a customer of? 
 
Bank Response Percentage 
DNB 76 53,52% 
Sparebank1 32 22,54% 
Nordea 29 20,42% 
Danske Bank 17 11,97% 
Handelsbanken 15 10,56% 
Haugesund Sparebank  4 2,82% 
SEB 5 3,52% 
S-Banken 5 3,52% 
Other banks2 13 9,15% 

 
                                                             
2 Other banks include local Norwegian banks, for example: Sparebanken Øst, Sparebanken Møre, Sparebank1 Nordvest, 
Komplett Bank, Eika Alliansen and BN Bank to mention some. 
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4. What product/service would you prefer to be more efficient? 
 

Product Response Percentage 
Insurance 9 6 % 
International payments 34 24 % 
Loan/mortgage 28 20 % 
Retail payments 17 12 % 
Savings (e.g. pension, real estate, education etc.) 32 23 % 
Trading platform (e.g. shares, funds etc.) 22 15 % 

 
 
5. What product/service would you prefer to be second more efficient? 
 

Product Response Percentage 
Insurance 20 14 % 
International payments 13 9 % 
Loan/mortgage 41 29 % 
Retail payments 22 16 % 
Savings (e.g. pension, real estate, education etc.) 30 21 % 
Trading platform (e.g. shares, funds etc.) 14 10 % 

 
6. Would you prefer more efficient cross-border payments with lower fees and faster transaction 
delivery?   
 

Answer Response Percentage 
I don't know 17 12 % 
I seldom transfer internationally 36 25 % 
No 3 2 % 
Yes 86 61 % 

 
7. How important is it that cross-border transaction fees are low?    
 

Answer Response Percentage 
Important, but not crucial 77 54 % 
Indifferent 15 11 % 
Not important 11 8 % 
Very important 39 27 % 

 
8. How important is the efficiency of transaction delivery in cross-border payments? (i.e., almost 
real-time transaction delivery as opposed to 2-3 business days) 
 

Answer Response Percentage 
Important, but not crucial 71 50 % 
Indifferent 20 14 % 
Not important 6 4 % 
Very important 45 32 % 
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9. If cross-border payments could be more efficient using blockchain technology, would you be 
more sceptical due to the technology behind it?  
 

Answers Response Percentage 
I don't care 9 6 % 
I don't know what blockchain technology is 37 26 % 
No 57 40 % 
Yes 39 27 % 

 
10. If yes, what is the reason?  
 
Answer Response Percentage 
Because the technology is quite new and I do not know 
much about it, which makes it hard to trust 

1 2 % 

High Security Level 1 2 % 
I don`t know if it is safe 1 2 % 
I dont know enough about blockchain tech 1 2 % 
Immature technology (i.e. too early to know) 20 40 % 
Implementation 1 2 % 
It is only a news hype 1 2 % 
The security behind is questionable 22 44 % 
I know to little about the technology 1 2 % 
I do not know 1 2 % 

 
11. Would you consider switching bank if another bank offers a more efficient international 
payment process with lower or close to zero additional fees?  
 
Answer Response Percentage 
I don't know 45 32 % 
No 57 40 % 
Yes 40 28% 

 
12. Do you use online banking or other digital banking products/services? 
 
Answer  Response Percentage 
Both 8 6 % 
No, I prefer interacting with the bank in person 3 2 % 
Yes 131 92 % 

 
 
13. Have you ever question the security of your banks product?  
 
Answer Response Percentage 
No 109 23 % 
Yes 33 77 % 
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14. If yes, please specify how often? 
 
Answer Response Percentage 
Once a month 7 18 % 
Once a week 4 10 % 
Once a year 21 54 % 
Once every half year 7 18% 

 
15. If so, in relation to what product? 
 
Answer Response Percentage 
Insurance 2 5 % 
International payments 4 10 % 
Loan/mortgage 8 20 % 
Retail payments 11 27 % 
Savings (e.g. pension, real estate, education etc.) 12 29 % 
Trading platform (e.g. shares, funds etc.) 4 10% 

 
16. Overall, are you satisfied with your bank and its services? 
 
Answer Response Percentage 
Dissatisfied 4 3 % 
Neither satisfied nor dissatisfied 19 13 % 
Satisfied 88 62 % 
Very satisfied 31 22 % 

 
 

Appendix B: Interview guide 

Strategy 

- What is the bank’s current strategic position in relation to technology, and how does the 

bank position itself in the Norwegian market? 

o What product strategy do the bank follow? E.g. Low-cost strategy, differentiation 

strategy etc.  

- What is the bank’s long-term strategy in relation to innovation?  

o Market leader, follower etc.  

- How does the bank strategically determine product improvement? 

- To what extent does the bank consider new market entrants, such as FinTech companies and 

non-banks, as a competitive threat? 
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Product Strategy - International Payments 

- How do the bank value the importance of international payments as a product offering? 

- What is the long-term strategy for the product? 

 

Customer data and analytics 

- How does the bank use customer information and data when undertaking strategic decisions 

regarding product offerings and strategic innovation? 

- Which product does the banks think is the most preferred by its retail customers? 

 

Blockchain technology 

- What is the bank’s perspective on blockchain applications with regards to product 

efficiency? 

- Which blockchain use-cases do they believe is the most prominent within financial services 

in terms of implementation? 

- Would your bank utilise blockchain applications to improve international payments or other 

products if it is in line with customer demand? Why? 

- How would you rate your bank’s security regarding its products? Could it be improved? If 

yes with blockchain or other innovations? 

 

 

Appendix C: Overview of the Interview participants 
 
Lars Madsen - IT architect within Digital Platform at Sparebanken Vest. Former Senior IT consultant 
at Sparebanken Vest. Education: BA in Computing Science, Management Science at University of 
Stirling. One year study in foundation business management at Norwegian Business School. 
 
Thor R. Klevstuen - Business Developer Payments at SpareBank1. He has the responsibility for 
innovation and idea-work, coordination inside payment areas and other business analysis for payment 
solutions. Former experience as Head of Digital Accelerator and Business Developer in EVRY. 
Education: BA at Molde University College, MSc in Economics at Norwegian Business School. 
 
Jesper W. Hamann – Chief Consultant at Danske Bank with responsibility of personal banking, 
business development and products & pricing. Works primarily with payments and payment strategy 
(blockchain). Former experience as project manager, business developer and branch manager in 
Danske Bank. Education: HD Management and Organisation at Copenhagen Business School.  
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Anders Ahlgren – Product Development Specialist at SEB. Deputy product manager for 
international/cross-border payments, SEPA payments and direct Debit. Former experience as Market 
Specialist at SEB, Securities Broker and Backoffice in Croztrade and Backoffice in E. Ôhman J:or 
Fondkomission AB.  
 
Lasse Meholm – Head of Blockchain & DLT Strategy IT at DNB. He is a director in Seed Forum. 
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Appendix D: Interview transcriptions 
 
Transcription of interview with SEB 
Interviewee: Anders Ahlgren 
Date: 01.03.2018 
Time and duration: 11.00.am - 22.27 minutes 
 
Interviewer: Since SEB only has private banking for families and private individuals in Norway, 
how do you characterise private customers? 
 
Interviewee: Private individuals/retail customers are only in Sweden. In all countries we only have 
merchant banks or what we call corporate customer/corporate banking. We of course have, in 
Denmark and Norway as well, what we call wealth management (private banking), in which you have 
to have a certain amount of money/fortune. Wealth management more or less, that’s what we call it 
in Norway and Denmark. I don’t want to say that wealthy consumer are private individuals, but that 
is mainly what they are, because we have set a quite high cap for how much money you have to have 
to be a customer of SEB.  
 
Strategy 
Interviewer: What is SEB’s current strategic position, and how does the bank position itself in the 
Norwegian market? (Also in Sweden since you have your main customer base there in terms of private 
individuals). 
 
Interviewee: In general, we have a vision to be the best world-class service provider for our 
customers, so wherever they want to be, we want to support them. We want to support entrepreneurial 
mind-sets and so forth, and help corporations achieve their goals. So what we do is that we try to base 
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on customer use cases and to have something they want to try out, in which we need to adapt new 
technologies. It is a lot of communication between our customers and us. That’s the most important 
part right now. We haven’t really set a strategy for how we would use digital going forward, we have 
said before that we want to become a more digital leader. But in retail, what that entails, that I think 
is the problem right now. Technologies are moving so fast; there are many competitors, not only 
banks but also other companies. How can we stay competitive still and have a strategy to meet this 
new landscape. I think that what is really clear is that it is not “set in stone”, but I think we can do 
this and set a strategy based on where we think the customers will be in the future and collaborate 
with the customers. I think that’s where we are at the moment.  
 
Interviewer: So would you say SEB pursues a differentiation strategy or low-cost strategy? 
 
Interviewee: Differentiation strategy, I would say. But I can also say that we have, as you know, 
banks have a lot of legacy systems that is complex infrastructure, but of course we want to do 
everything simpler. We do not need to have 600 products internally, when we sell two products to 
our customers. Then we want to make it more simple, to simplify our internal processes and product 
flora so to say. But of course we want to diversify from other competitors as well.  
 
Interviewer: How does SEB strategically determine product improvements? 
 
Interviewee: That’s the problem, the problem is that we have, as I said in Sweden for example, 
different customer segments (e.g. consumers and corporate customers) and they have different needs. 
So I think we have to find a pair of strategic decisions of how can we have the best user experience 
offered via our partners or us, and how can we sell the best product and services for our corporate 
customers as well. That’s where we are at the moment. 
 
Interviewer: What is your long-term strategy? Do you have any in relation to innovation? 
 
Interviewee: I think, as I said, we want to be a digital leader. But what that entails, that is the difficult 
part. We want to be innovative and more, depending on the customer needs, we want to be able to 
shift faster and offer new services. And I think we will do that with partnerships, because we cannot 
do everything ourselves in the future. 
 
Interviewer: How or to what extent does the bank consider new market entrants, such as fintech 
companies and non-banks, as a competitive threat? 
 
Interviewee: I think we focus mainly on home own market at the moment, that’s our priority, you 
know Scandinavia, the Nordics, Germany and the UK. And then, of course, we have (other) 
destinations so forth, we want to be where our customers are, but we cannot be to that high extent 
where other important banks or other corporates are. But our main focus is our home market. 
 
Interviewer: So you consider partnership as strategic solution to encounter the competition? 
 
Interviewee: Yes, I think that’s one aspect on a strategic level, even if we say we want to do 
everything, we cannot do it alone, but of course we can do it via partners. So it is just about using our 
time in the most efficient way to talk to other parties, and seek to fintech companies to collaborate 
with them: “Ok, you offer something really good and we want to do it, but we cannot do it ourselves, 
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can we partner”. So we offer our customers the best services and products via partners or ourselves, 
I think that will be the strategic way going forward. 
 
Interviewer: So would you say that SEB looks at the new market entrants as an opportunity rather 
than a threat? 
 
Interviewee: Yes 
 
Interviewer: Would you characterise SEB as an early mover or a follower in relation to technical 
and digital innovation? 
 
Interviewee: I think that we are not behind, but we are not leading either, we are in the middle, just 
following what is happening out there and trying to find out what is the best way forward, which 
blockchain solution and which technology is the best one we want to try out. So we are quite in the 
middle I think.  
 
Customer data and information 
Interviewer: How do SEB use customer data and information when undertaking strategic decisions 
regarding technology?  
 
Interviewee: Yes, we do. We are, of course, exploring it and how it can be used. There are different 
use cases as for example block payments, or how can we use it in some products for trade finance for 
example, where there is a lot of documentation to go through and a lot of load time. How can we use 
the blockchain to interact with all the parties involved in trade finance transactions, and how we can 
use new technology. For example, to read through documentation faster than a human manually can 
do and we can use blockchain to interact with e.g. road carriers, distributers, bank A, bank B, road 
customs, governmental agencies etc. all these different participants. That’s how blockchain gets into 
play on the payment side, to get every party involved in a network in the same marketplace.  
 
Blockchain & International payments 
Interviewer: Would international payments as a product be relevant for private customers? 
 
Interviewee: It will be, but I don’t think it will to that high extent actually. What we offer of payments 
from just a regular cross-border payment through the internet/online banking or other, but it is nothing 
that I would say that we offer being looking into a certain blockchain solution to cover that segment, 
no. As I said, we are primarily a large corporate bank; 2/3 of our lending is to large corporates 
(customers) and that’s our main business. In relation to retail customers, we are not the best bank to 
speak to in this case.  
 
It is a little bit different also, since if you look at the consumer side and how they/we use the mobile 
phone, of course then we talk about the user experience, but some countries that we work with they 
won’t have the best products and services offering. So there are two different aspects of what the 
customer actually wants dependent on the segment. But of course when you look at the blockchain 
in itself, it is interesting to many parts of the products we offer. Payments, cross-border payments 
could be one part blockchain could be used for, but we are not there at the moment, no. However, we 
are of course exploring it and seeing what other banks do, as well as what potential it has. If it can be 
more secure, cheaper and more efficient, then of course we can use blockchain. But just from a private 
consumer point of view, we do not look at it that way. 
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Interviewer: So the agreement SEB has with Ripple is mainly for corporate customers? 
 
Interviewee: Yes, the only thing we have with Ripple today is actually with private and large 
corporate customers and that’s only a couple of customers, we do not on board every customer, only 
the ones that really asks for it. And that is only between SEB in Sweden and SEB in New York 
actually, that’s the only way you can do it. So it is not more than that, and as we are discussing right 
now: “we know that Ripple is quite good at promoting SEB everywhere, but we haven’t really decided 
where we want to go and what we want to use Ripple for”. For example, if we want payments from 
SEB in Norway to SEB in Germany. We haven’t decided that yet, or if we want to go wider with the 
ripple solution. 
 
Interviewer: In other words, the blockchain technology is at a very early stage then? 
 
Interviewee: It is a really early stage yes, just trying it out and see how it works. The thing is, Ripple, 
you have to bear in mind is also that of course you can see that there are options, but from our 
perspective right now they are more for bookkeeping (i.e. debit/credit and account confirmation not 
received yet) that’s it. They do not have anything with smart contracts or so forth, so we cannot build 
in much with the Ripple solution at the moment. So there are different blockchain solutions, of course, 
out there, but we are exploring depending on the customer need. That is the most important aspect 
for us, where the customers are heading and where would you think that they would want to use 
blockchain and what for (e.g. real-time payments and so forth). Then, of course, it is not about the 
blockchain itself, it is more about what countries support real-time payments, in which we have 
Sweden, Denmark, ECTA, Europe this year and Australia for example. Depending on the local 
clearing that has adapted real-time payments, and depending a little bit on the countries we talk about, 
but it is not a full scale that we can use blockchain technology for on our cross-border payments to 
reach real-time.  
 
Interviewer: What kind of blockchain use case do you believe is the most prominent in financial 
services in terms of implementation? 
 
Interviewee: I think it can be used for payments, when we talk about consumer payments, for 
example in Norway where you have a lot of Tesla cars around you and want to charge your electric 
car somewhere in a charging station. How can you for example pay more seamlessly by using the 
blockchain, instead of paying with your card which you have registered somewhere. That could be a 
good use case for example, and then it is a co-operation between the banks, because they are the ones 
that handle payments and that is one thing that you have to bear in mind when you talk about using 
blockchain technology. Of course other companies can be involved, communicate and share 
information. But is there, when we talk about money laundering, fraud, identification and actually 
handling payments, then of course a bank probably needs to be involved. 
 
Interviewer: Regarding security of the bank’s products and services, can it be improved using 
blockchain technology or other innovation? 
 
Interviewee: Yes, blockchain can actually be used for e.g. universal identification of a corporate or 
a private individual. You can use it for KYC (i.e. know your customers) purposes. And also for 
security reasons, blockchain can be used, because you have the smart contracts, when you have the 
binding information in there. 
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Interviewer: So the security behind blockchain is believed to be very solid? 
 
Interviewee: Yes, I think the main part on the payment perspective is that it can be faster and more 
secure.  
 
Interviewer: Could you talk a little more about SEB’s agreement with Ripple, and the solution 
regarding cross-border payments? 
 
Interviewee: I think the ripple solution is ok, if one of many. But what they have said, what is very 
interesting, is that they want to compete with SWIFT for example on a global level. The problem with 
the ripple network is that the payment goes from one bank to another bank, but normally the customer 
value that the settling bank side, which is of course SEB, it is not always the case that the receiver of 
the fund is a part of the ripple network, but actually a bank outside in the same country. For example, 
if you send a payment to India you have one bank in the ripple network, but the beneficiary bank is 
probably some other bank in India. Then you have to go outside the ripple network, so I think the 
problem with ripple today is that they do not have the scale, SWIFT have the scale because they have 
every bank in the chain. So that is the problem that blockchain technology have that it do not have 
the network and scale at the moment. 
 
Interviewer: Do you think it have potential for the future? 
 
Interviewee: Potentially, it can be if you collaborate. The problem with blockchain today is that a lot 
of banks are collaborating, I think, and discussing with different blockchain networks. And the 
problem here is that it will have to be improbability some where, how do you integrate these different 
blockchain networks, that will be one challenge to overcome. But you will also have to overcome in 
relation to standards, because we see that a lot of blockchains are based on different standards in the 
end, and then you cannot integrate different blockchain networks and merge them, and have payments 
in-between them. We think that a lot of things have been talked about in relation to standards, having 
the same format for standards for payments for example.  
 
Interviewer: Do you think the ripple solution will include other banks it will collaborate with in the 
future? 
 
Interviewee: Yeah, probably. But I think in the future, that’s the problem today, you have SWIFT as 
the dominant factum with all the banks involved. But I think in the end, it will be new ecosystems, it 
will be ripple and another blockchain and several of them, and banks will probably have to be a part 
in some ways, ourselves or via partners, in all these different blockchain networks. I think that will 
be the challenge. 
 
Interviewer: Do you think it is more strategic for a bank to entre a partnership or innovating a 
blockchain solution itself? 
 
Interviewee: Yeah, I think that we cannot do everything ourselves. We can do it, collaborate with a 
customer, but in the end if a payment, take the Tesla example again with the electricity charging on 
cars. If I have a customer on my side, but DNB has the receiver on the other side, they of course have 
to be a part of the same blockchain. Otherwise the blockchain payment cannot fall through. That’s 
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why we have to have the banks involved, otherwise all customers, both the payer and the receiver, 
have to be a part of SEB. Hence, banks have to be in a lot of different blockchain networks.  
 
Also, one important aspect when we talk about payments in the blockchain, then we do not talk about 
real money. Somewhere along the line, if a customer makes a payment in the blockchain, how can 
you see through it that it will be delivered in the backend? And I think here probably the central banks 
and the banks need to be involved more than they are today. I think a lot of customers, mainly 
corporate institutions and others, think that we use the blockchain and then I get paid. But the fact 
with Bitcoin, where do you have it, I want to exchange to real currency, can I do that? That’s why I 
think that new blockchain solutions need to consider all aspects. Because if you have the blockchain 
solution in for example SEB in Norway, I give you SEB Norwegian Kroner token, but if I cannot 
exchange it in actual Norwegian currency in your account, then what is it really worth? That is 
something that have to be considered about the actual money, do you want to have that reformed, as 
you know tokenised digital currency too have some real value. That is important also, when we talk 
about the central bank’s money, in Sweden for example we talk about E-krona/E-currency, will that 
be something important when going forward, because that is a central bank that issues a digital 
currency. Then it is backed by a central bank so to say. Otherwise if we as a bank issued Norwegian 
Kroner as a digital currency then it is something that we owe a customer, but you know what is the 
real value? Then the issuer determines the value, which is something that has to be considered as well 
when we talk about blockchain solutions. 
  
Interviewer: What do you think is the future for blockchain, do you think it will facilitate many good 
solutions or do you think banks will stick to traditional technology? 
 
Interviewee: I think that banks will be interested and eager to explore new technologies in general, 
not only blockchain, but a lot of new technologies in order to increase the trust we have with our 
customers and offer new services than we have today. But as I said, it will be so in the end, that even 
though we start to try out and test different blockchains, who will be the winner, we do not know. We 
just have to try to bet on the right horse, which will be the challenge. But the problem will always, 
not only for the banks, but how much money do you want to invest in all these different projects, and 
do we have the time and resources to be a part of that. We don’t have that, so which horse should we 
bet on, I think that will be a key challenge going forward.  
 
 
Interviewer: How does SEB value the importance of international payments as a product offering 
for retail customers? 
 
Interviewee: It is highly valuable to SEB going forward as payments are an enabler for a lot of our 
other service offerings in general 
 
Interviewer: What is the long-term strategy for international payments as product offering for retail 
customers? 
 
Interviewee: It is under evaluation, and if it is going to be offered solely by SEB or in cooperation 
with other service providers is yet to be decided. However, most probable, as part of a natural 
evolution, is that new entrants, e.g. Fintechs, will take a larger share of the payments landscape going 
forward and SEB need to look into best partnerships and integration with other providers to offer the 
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best services to our customers at a more favourable cost level. One also needs to consider user 
experience as an important factor to be considered alongside payments as a product offering. 
 
 
Transcription of interview with DNB: 
Interviewee: Lasse Meholm 
Date: 06.03.2018 
Time: 11.00.am – 19.58 minutes 
 
Strategy 
Interviewer: What is DNB’s current strategic position in relation to technology, and how does the 
bank position itself in the Norwegian market? 
 
Interviewee: We have Vipps, we have Spare, and we have many technological solutions in the 
market. Almost every area we operate in is driven by information technology, e.g. loan, bank accounts 
etc. So when the system collapses, then everything within the bank stops. Technology, in general, is 
very important, and we invest a lot of capital every year in order to enhance and hone our existing 
systems, as well as create new ones. For example, we have several projects where we introduce 
process robotics to increase the quantity of our services and the accuracy and quality of our product 
offerings. Because these robotics are not subject to human error if properly installed. This is 
something we do to hone the efficiency and digitalisation of our systems and processes. However, we 
have some systems from 1980s, which are difficult to replace due to their specific functionality. In 
order to enhance these old systems and increase their lifetime ten years, it is possible to add a robot 
on top of it as a part of the digitalisation and efficiency. 
 
Interviewer: What product strategy does DNB follow in relation to differentiation and/or cost 
leadership? 
 
Interviewee: Cost is important, for example when we launched the application Spare last summer, 
this is because we recognised that Norwegian people do not save enough (e.g. pension etc.). However, 
they have a desire to save more, and thus to help them save more and use their credit card less we 
developed Spare. In this regard, we use technology to deliver a new service. 
 
Interviewer: So DNB use technology to increase its product efficiency? 
 
Interviewee: Yes, however, it is not new products in general, rather an increase in volume and a 
focus on other areas than in the past.  
 
Interviewer: What is DNB’s long-term strategy in relation to innovation? 
 
Interviewee: I’m not completely sure in relation to competition. But if you compare us to 
Sparebanken, then I would say we are relatively far ahead of them. While, for Danske Bank and SEB, 
we are more or less equally positioned in the market. Our aim is to be market leader and provide the 
best banking solutions, in which Vipps is a good example of, since there were no other banks with 
the same solution prior to us in the Norwegian market. Mobilepay from Danske Bank was launched 
a year ahead of us in the Danish market. However, they failed to attain the Norwegian market. We 
seek to be first due to the fact that, when it comes to digital platforms and solutions, the winner takes 
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it all. The followers gain nothing. This is something that we are fully aware of, and therefore we do 
not seek to be a follower, but rather a first mover. 
 
Interviewer: How does DNB strategically determine product improvement? 
 
Interviewee: That depends, for instance it might be an executive officer that comes up with a smart 
idea, and then takes it to the next stage and a project emerges based on this. It might entail a heavy 
investment, but if we believe it is valuable we pursue it. Another aspect is that we have a strategic 
process where we follow what other banks, delivering financial products and services and non-banks 
(e.g. Facebook, Google and Amazon), are working on and try to guess what they will deliver, as well 
as try to deliver a counter strategy in relation to a new product offering or differentiate us from them. 
It is both quite random, because suddenly we come up with a great idea, and in addition we follow a 
structured procedure in relation to innovation. 
 
Interviewer: So would you say that DNB invest in innovation if a good idea presents itself? 
 
Interviewee: Yes, then we invest the capital required. Many of these initiatives cost more than 10 
million Norwegian Kroner. 
 
Interviewer: To what extent does DNB consider new market entrants, such as fintech companies and 
non-banks, as a competitive threat? 
 
Interviewee: No, we do not consider them as a threat. However, 2-3 years ago we imagined these 
companies as competitive threats, but now we have realised that it is better for us to collaborate with 
them through partnership. The reason for this is that these companies often struggle to generate large 
critical mass/volume (i.e. economies of scale and scope) to earn a profit from it. We have the customer 
base they want, while they have the efficiency/speed and low costs. We have the scale factor. Today, 
we seek to determine different forms of collaboration with fintech companies. I am pretty sure that, 
in 2-3 years, we have 15, 20 or 30 fintech companies that we collaborate with. 
 
Interviewer: So would you say that DNB views fintech companies as opportunities then? 
 
Interviewee: Yes. 
 
International payments 
Interviewer: How does DNB value the importance of international payments as a product offering? 
 
Interviewee: We do not have any plans to offer blockchain-based international payments for retail 
customers yet. 
 
Interviewee: What is the long-term strategy for the product? 
 
Interviewee: We have a couple of blockchain-based projects targeting private customers. However, 
this is mainly to reduce the workload of documentation, more efficient electronic/digital signatures, 
and to increase the security around this (i.e. that the right person signs). In addition, we want to use 
the mechanism facilitated by smart contracts to individualise our services.  
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Customer data and analytics 
Interviewer: How does DNB use customer information and data when undertaking strategic 
decisions regarding product offerings and strategic innovation? 
 
Interviewee: We have information about how many customers we have, and how many payment 
transactions they do and when in a week, a day, a year etc. How much they save and how they save. 
We have a lot of customer data and information in which we utilise when developing strategies and 
new products. We use that information, but we do not sell customer information such as Facebook 
and Google. We do not have the platform strategy that these big technology companies use. This is 
due to the opportunities, which the regulation authorities in Norway forbid; they constrain the use of 
information for advertising and promoting new products. Regulations constrain the use of customer 
information, and thus a new regulation, GDPR, will be introduced this summer, which will further 
constrain the use of information on customers.  
 
Interviewer: I understand, but would you say that DNB utilise the customer data and information 
allowed to improve products and services? 
 
Interviewee: Yes, we do. We test and utilise the data and information we have on our customers in 
the best way possible.  
 
Interviewer: Which product do DNB think is most preferred by its customers in relation to 
efficiency? 
 
Interviewee: Loan/mortgage. When a customer is buying an apartment or house, there are some 
requirements when applying for a mortgage in which we have robotics to evaluate this. 
Loan/mortgage is something that I think is important for individual private customers in the future. 
In relation to payments, we have already provided a good solution with Vipps. I am not completely 
sure. But we also have insurance (e.g. car insurance), which I believe our customers value as well. 
 
 
Blockchain technology 
Interviewer: What is DNB’s perspective on blockchain applications with regards to product 
efficiency? 
 
Interviewee: DNB started its focus on blockchain in the end of 2016; there was a lot of activity in 
the end of 2016 and beginning of 2017. But then it slowed down for us, our investments decreased 
last year, because we were a bit sceptical. However, now the activity level has increased again. Today, 
we are five employees at DNB who focus mainly on blockchain, and hence we are involved in 5-6 
projects. One of them we announced last week, called Marco Polo, which entails trade finance. For 
instance, our customers import something from China or the U.S. Or if a customer in Norway 
produces something they want to export. In other words, export and import in which requires a lot of 
paper work, e.g. customs documentation, bank guarantee. If one of our customers buys something for 
100 million Norwegian Kroners from the U.S., then the other party in the U.S. would be reluctant to 
ship the product before getting a guarantee from the bank that the money will be received. Thus, we 
have to issue the bank guarantee and send it to the U.S. exporter, which in turn sends it to its bank 
provider in the U.S. In order to make the entire value chain more efficient in this regard, we have 
entered a partnership with 15 other banks, InBank, Dutche Bank, CitiBank etc. many of the big global 
banks. This is mainly a blockchain project, we announced it last week and it will start in a couple of 
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weeks. This project requires a lot of capital resources for us. We have a lot of exciting blockchain-
based projects.   
 
Interviewer: Are these projects mainly focused towards corporate customers? 
 
Interviewee: Yes, the Marco Polo project is for corporate customers. DNB is member of the R3 
consortium, in which around 80 of the biggest banks in the world are members. R3 has developed its 
own blockchain technology called Corda, which is similar to Ethereum, however it is customised for 
banks and the financial service industry. R3 has defined 5-6 blockchain-based projects, such as the 
Marco Polo project. The consortium has a couple of other projects as well, which we have decided to 
not be a part of.  
 
Interviewer: In relation to cross-border payments, would this be a part of these blockchain-based 
projects? 
 
Interviewee: Yes, it might in some way, but then the traditional SWIFT technology will be used. 
There are a lot of banks that have joined the Ripple collaboration, but we have decided to not be a 
part of it. However, we might consider it at a later point in time.  
 
Interviewer: Is this based on the early stage of blockchain technology? 
 
Interviewee: Yes, if you look at what SEB use the Ripple solution for, only the message function 
(i.e. bookkeeping etc.) of the infrastructure, not the payment function, which I believe is what most 
of the banks involved in the Ripple agreement do. We believe that the Ripple solution is 
underdeveloped. 
 
Interviewer: Which blockchain use-cases do DNB believe is the most prominent within financial 
services in terms of implementation? 
 
Interviewee: We believe in the idea of a distributed ledger, where it is possible to remove 
counterparty risk and the transparency aspect in which everyone involved have equal access to the 
same information. There is only one version of the truth. This mechanism that blockchain offers is 
something we believe is valuable. We believe in atomic transactions where the counterparty risk is 
removed, we use a lot of resources and capabilities in order to ensure that we have less counterparty 
risk. Blockchain offers this mechanism, and thus this is what we seek to utilise. In addition, we see 
that smart contracts has a value, almost like robotics, in which we can make paperwork more efficient 
than doing it manually as today.  
 
Interviewer: Would you say that DNB views blockchain technology as a more secure solution in 
relation to the bank’s products and services? 
 
Interviewee: Yes. Improve the efficiency and digitalisation in relation to the entire value chain, and 
whether this will change the way we work today. It is not certain that new technology will change 
what we do today; we look at the way we work first and foremost.  
 
Interviewer: Would DNB utilise blockchain applications to improve international payments or other 
products if it is in line with customer demand? 
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Interviewee: Yes we would, and that is the case with the Marco Polo project. 
 
Interviewer: Then it is in relation to corporate customers mainly? 
 
Interviewee: Yes it is. It is more important for corporate customers, for instance if a customer in 
Norway pays a supplier in the U.S. it takes about 2-3 business days. It is an extreme capital 
commitment, so if we can make this process more efficient (e.g. in seconds) it would help our 
customers a lot. 
 
Interviewer: What other kind of blockchain-based projects are DNB working on? 
 
Interviewee: Our focus is mainly to improve our processes and make them more efficient and 
digitalised. Utilise the mechanisms built in blockchain, such as remove counterparty risk due to the 
distributed functionality. 
 
Interviewer: Would you say that DNB is ahead in relation to the use of blockchain technology and 
since the technology is relatively new? 
 
Interviewee: Yes. 
 
 
Transcript of interview with Sparebank1 

Interviewee: Thor Ragnar Klevstuen 
Date: 09.03.2018 
Time and duration: 09.00 pm – 28.10 minutes 
 
Strategy 
Interviewer: What is the Sparebank1’s current strategic position in relation to technology, and how 
does the bank position itself in the Norwegian market?  
 
Interviewee: We do not have a general strategy. It is to be there for the customers overall. We invest 
to make that work, which could be through the different technologies that emerge. Customer needs is 
what controls the bank.  In some areas it is important to be early, but in other areas this is not that 
important. Moreover, then we could offer the same product because the task is a commodity.  
 
Interviewer: So Sparebank1 has a mixed strategy in which you want to be market leader in some 
areas, but also wait and anticipate technology and then be a follower? 
 
Interviewee: Yes, you could say that we are in an alliance 14 local sparebanks. So the ambition all 
over is to be near and proficient with all resources and capabilities required. What the fundamental 
strategic goal is, is to be the best family bank, best bank for small firms and we also have some other 
criterions. We talk a lot about open bank PSD2, where you can have all your accounts on the same 
place. In addition, we work intensively to make all services digital. These are the four areas that are 
fundamental for the digitalisation.  
 
Interviewer: So technology is a part of the main strategy, the bank is driven by technology driven 
but more customer-driven? 
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Interviewee: Yes I would say so.  
 
Interviewer: How does the bank strategically determine product improvement?  
 
Interviewee: It is based on, firstly customer needs and background of the customers, we are operating 
on digital solutions with Linux by hypothesis testing all the time within the four concepts I mentioned. 
Firstly, family bank, SMB, Open banking and everything with digitalisation, where we try things and 
figure out how it is.  
 
Interviewer: Are there some specific technologies you are testing or are you going in the market and 
looking at the most popular? How do you incorporate them? 
 
Interviewee:  Mix that as well. We follow after others, but also try to come up with ideas our self. 
All the banks are encountering challenges with the family dimension, family downwards and 
upwards, which we are focusing on and try to manage it. How can you manage that old parents and 
their kids will make it work with banking products.  One thing we are specifically focusing on.  
 
Interviewer: To what extent does the bank consider new market entrants, such as Fintech companies 
and non-banks, as a competitive threat?  
 
Interviewee:  No, we see that as an opportunity, because we have acknowledged that we cannot do 
everything our self. We look at more partnerships with fintech, focusing specifically to open up the 
bank with open archives. We have already some partnership that is running on the open amfi. I do 
not think that we see them as a big threat, because as I said, we are sparebanks that are based on trust. 
We need to deliver and compete with them, if we do not mange that, we need to do more. It has in 
some way contributed to more spirit to be as good as fintech companies in areas we are behind on.  
 
Interviewer: You are open for third parties that can offer the bank opportunities? 
 
Interviewee: Yes. We have an ongoing strategy that says we should improve what we have and we 
should then use other providers’ data solutions in our system to integrate them. A third aspect is 
banking as a service; our customer solutions should be included in other customer journeys. We are 
committed in the three dimensions. 
 
International Payments 
Interviewer: How does Sparebank1 value the importance of international payments as a product 
offering for retail customers? 
 
Interviewee: The most important for SpareBank 1, is to provide services that our customers demand. 
International payments is one solution that we offer and offer it for all our private and corporate 
customers.  
 
Interviewer:  What is the long-term strategy for international payments as product offering for retail 
customers? 
  
Interviewee: Our long-term strategy is to continue to offer our customers solutions that are 
competitive. We thereby continually need to work with market leading solutions in this area.  
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Customer data and analytics 
Interviewer: How does the bank use customer information and data when undertaking strategic 
decisions regarding product offerings and strategic innovation?  
 
Interviewee: There are more dimensions here as well. We have a big commitment to data warehouse, 
which collects and uses data for all our customers, but we also use many market surveys, both 
quantitative and qualitative, to find out how the mechanism works. It is a mix of data that we have 
from earlier studies combined with the data we found. We have made big surveys.  Moreover, we get 
a lot of data from customers who comes in to the bank and present their opinions where we hear what 
they want - more qualitative survey. Everything contributes to determine a direction. The direction is 
primarily within the 4 mentioned areas, plus open banking as the fifth.  
 
Interviewer: Are you talking about the private individual customers? 
 
Interviewee: No, corporate as well, because there is a big focus on SMB customers. And on the 
digital services, there we have most focus on corporate customer, because it is coming faster there.  
 
Interviewer: Which product do the bank think is the most preferred by its private customers?  
 
Interviewee: That is today mobile banking combined with Vipps application, because with those two 
apps, the customer can do whatever he or she needs to do.  
 
Interviewer: So it is the technology with it, the digital functionality? 
 
Interviewee: Yes. You asked what the customers need now. That should be Vipps and mobile 
banking then you will manage yourself very good with bank services, in terms of the digital areas of 
course. If you are not on the digital platform, you need to go to the bank. However, there are not many 
bank branches lefts. If you look forward, we are in a development phase, where we strongly evaluate 
how we could use Vipps together with the banking services. Today, Vipps works primarily as 
personal services and some online payments. We work intensively with further development of Vipps 
vs more development with the bank internal platforms (i.e. in-house). That is where we are today and 
try to solve it; what should be done, either to go all in on the bank’s already existing areas, what 
should we do with Vipps, what partnerships should be established, which partners work with Vipps. 
These are considerations that need to be evaluated. We have a big ownership in Vipps.    
 
Interviewer: Would you say that there is a negotiation about how to divided the ownership between 
all the parties in the market? 
 
Interviewee: Yes, how the ownership should be managed. Vipps is a strategically investment, 
because it is important to a part of it and have one finger in the game.  
 
Interviewer:  So the bank wants to look forward with the technology? 
 
Interviewee: To see which product development is coming and what do we need to do in-house in 
the bank. IT would be an interaction between those two aspects. 
 
Blockchain Technology 
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Interviewer: What is the bank’s perspective on blockchain applications with regards to product 
efficiency?  
 
Interviewee: There we have two separate viewpoints. On type of blockchain application that is not 
that preferred is the cryptocurrency. Because it is not a regulated area which Finanstilsynet (FSA) has 
control over. FSA and authorities within the EU heavily regulate banks; there we have difficulties to 
figure out how we should act around global cryptocurrencies. There is a new adaption directory 
AML5, which will be implemented within the year or next year. Next half year 2019, which can give 
a better regulation around this and provide selling and buying of cryptocurrency in mobile banking. 
It is not possible today since then you are operating as an exchange, and the regulations from Norway 
in FSA are very diffuse on this area. Today, if FinTech start-ups want to become a cryptocurrency 
exchange and want Norwegian accounts, would have a hard time.  
 
Interviewer: So the Norwegian market has acknowledged that the cryptocurrency will come, and 
will adapt to it if it comes to stay? 
 
Interviewee: Yes, cryptobanks have come to stay. We are having a hard time with intelligence. 
Norwegian customers can move money from their bank account to a cryptocurrency exchange with 
a normal cross-border transaction and get the currency back. We see that for example providers, such 
as Coinbase, which charge high fees to offer that kind of services and earn many millions. It is a 
business we are not a part of today. We hope that FSA, first of all the EU Commission, will make 
regulations, which the Norwegian financial department and FSA want to apply in Norwegian Law. 
Our thought is to make a pre-project, to see how we potentially could offer trading with 
cryptocurrency in the future. The second area is blockchain the technology. We do not have a strategy 
today, but we are learning. Our strategy is to learn more. We have smaller proof-of-concept projects 
with partners, because this is something that Sparebank1 do not have enough knowledge alone. So 
we are using partners.  
 
Interviewer: So you are using third parties? 
 
Interviewee: Yes we have a project where we are looking at blockchain identity. Private Ethereum 
lies behind it, in which we look at a solution where we get the control of our own identity. We can 
get the bank to verify the identity, in that manner that you can use the identity against other parties, 
who need know your customer (KYC) solution, so you do not need to file all the paperwork again. 
We are testing proof-of-concept and have a role-play where we have some customers and two banks, 
where the one bank verify the customer by using BankID as the entrance to get the ID. In addition, 
you can add other securities, or things the bank tells you are important and can be used in bank number 
2.  
 
Interviewer: So that is the only possible solution the bank is working on with blockchain? 
 
Interviewee:  Yes, to learn more. We learn more from the business aspect with architects and partners 
on other areas that have blockchain labs that we are using for the given purpose. And next week, we 
are looking at a certain party; ripple for currency transactions. We are going to look if their solution 
is the right one for us? A discussion around that is where we are today. We have earlier experimented 
with IT before, but only on IT. Now the business aspect has taken over the control, because we need 
to look at the business side and not the technological side of it. Technology can say that it is good 
without coming with something concrete for business. 
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Interviewer: Which blockchain use-cases do the bank believe is the most prominent within financial 
services in terms of implementation? 
 
Interviewee: More things like Ripple and KYC (i.e. know your customer). We have several areas we 
look at one by one. Faster currency transmission is important, where we are looking at one party. 
Today, we utilise SWIFT, which is a bank network. SWIFT is also trying new solutions. We have 
within Europe, SEPA instant payment, which also gives us something. There are several opportunities 
that are present, where we need to evaluate them against each other.  
 
Interviewer: Do you have certain criteria, for example costs or how much you can profit from 
improvement of efficiency? 
 
Interviewee: What is fundamental for us is that customer value comes first. The customers want 
things smooth and fast. Second criterion is also in relation to the banks revenue possibilities of course.  
 
Interviewer: So it is it a combination? 
 
Interviewee: Yes, you could say that. And something we have started up with is cryptocurrencies 
investment etc. We look at areas within trade finance, where banks help parties buy and ship goods 
often from the East and into Norway for example. It requires a lot of paperwork and confirmation that 
the goods will be delivered. The guaranty for one shipment following the shipment with containers 
from the port and with boat on the ocean, there are different checkpoints. There is a lot of fax today, 
it is a very manually process, where you all the time need to control shipments of goods. There I think 
there will come some solutions. There are some banks in Europe who collaborate together to solve 
this, which is called Marco Polo. We are looking at it, we are not engaged in it, but DNB is there. We 
have a good relationship with DNB and hope that we can get some information from them during the 
process. 
 
Interviewer: Would your bank utilise blockchain applications to improve international payments or 
other products if it is in line with customer demand? Why?  
 
Interviewee: The answer is yes long-term. That is what we are checking out now with Ripple and 
SWIFT. SWIFT uses proof-of-concept on blockchain to get speed up transactions. If I want to send 
some money to a friend in the U.S. then there are normally 3 banks involved before the money is 
delivered. That is one problem that blockchain can solve with the speed. Also, the money and the 
exchange of currency need to be in place in accordance with speed of transactions. 
 
 
Interviewer:  Do you think it is most important for corporate, private or for both customers? 
 
Interviewee: We do not know yet. It is too early to say something about it. The ambition is to look 
at both customer segments.  
 
Interviewer: How would you rate your bank’s security regarding its products?  
 
Interviewee: It is very good.  
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Interviewer: Could it be improved with blockchain or other innovations?  
 
Interviewee: Not with the products we have today, I do not think so. We do look at business model 
and new models that are coming. When the world is opening the security is getting more important, 
the identity is getting even more important, whether it is me as a person or if it is my assets, internet 
of things etc. In that space we want to look specific at blockchain. If the electricity box for example 
is suddenly acting on its own or your car etc., to pay for it we need to control that it is you that has 
given the car that solution to pay and also so that no one can hack it. There are new challenges 
emerging, but today we are satisfied with what we have.  
 
Interviewer: Is it long-term to improve security with blockchain? 
 
Interviewee: Yes, there is not that big need for it now. The world is moving faster now than before. 
So long-term could be 1 or 2 years instead of 5 years, which it used to be. Things are changing. The 
5-year plan is no longer the same. We need to pay attention and need to know something about 
everything, we need to see what is coming and be ready. 
 
Interviewer: Has the bank felt that technological innovation has resulted in higher importance of 
including customers? 
 
Interviewee: Yes. There is a total change from typically waterfall method to hypothesis development. 
On that area it has happened big changes within the bank, specifically the last year.  
 
Interviewer: It is more important now than before, because of the rapid changes? 
 
Interviewee: Yes it is. We need to make what customers want to use, need to know what they want 
to use, not assume what they want.  
 
Interviewer: In relation to switching costs, if other banks deliver better products, would you say that 
Sparebank1 has a high turnover rate or do customers stay? 
 
Interviewer: We have divided customers into 4 groups. Within one segment the turnover rate is 
bigger, because the digital customers do not have the loyalty, while for example some customers 
living far outside the big cities in more local towns have it. For those customers we try to make good 
solutions to prevent the customers from switching bank. It is often when customers change house 
they want to switch due to competition. There is still house mortgage that determines a lot when 
talking about switching bank. There are some customers who switch bank, because the solutions 
provided are not good enough, but until now there are not many of them. A change could happen 
when the amount of solutions provided is growing due to PSD2 and with the establishment of fintech 
companies, where you need to pay attention.  
  
 
Interview transcript of Danske Bank 
Interviewee: Jesper W. Hamann 
Date: 14.03.2018 
Time & duration:  1 pm – 29.48 minutes 
 
Strategy 
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Interviewer: What is Danske Bank’s current strategic position in relation to technology, and how do 
the bank position itself in the Norwegian market? 
 
Interviewee: Our bank and I guess most other banks have limited resources for investments in IT 
and new technology. We spend a huge amount of our IT budget on legal/regulatory requirement as 
for example GDPR, PSD2 regulations and so on. Even though, looking at technology where we see 
areas where we could do things smarter, it is always a prioritisation between many different areas. So 
you could say that we are not a company that technology-wise are totally up to date, we are very 
much driven where there is a real need to do changes. On the other hand, there is a big cost focus as 
well. In situations where new technology can help to reduce cost, it is something we would look into. 
In cases where new technology significantly can improve the customer experience is also areas we 
try to focus on. And, of course, being a large bank existing for a long time some of our systems are 
getting old and at some point, we could end up in a situation where the stability in one platform needs 
to be changed. There are different kinds of elements who are coming in, but there is no doubt, we 
spend a lot of money on IT projects, a large part on regulatory requirements in that meaning that 
changing technology does not go as fast as we might want it to.  
 
Interviewer: What is the bank’s long-term strategy in relation to innovation?  
 
Interviewee: I think in general we will be market followers if you look at it from a broad perspective. 
Sometimes we take on a specific area and take a leading approach, but looking from a broad 
perspective we are more a follower.  
 
Interviewer: How does Danske Bank strategically determine product improvement? 
 
Interviewee: I think what I said before. If we can see that a new solution could substantially improve 
the customer experience or improve the cost for us as a bank, to run the service. That’s where we 
would have our focus. 
 
Interviewer: So you would look at the customers and what they want and then improve it or would 
you look at the technology and then see an example on how it is more efficient in the market and then 
do the improvement? 
 
Interviewee:  Yes, it is a little dependent that we see a demand from our customers to make a solution 
that are easy to use, fast and cheap and so on. To some extent it is possible, but some situations we 
need to change here in order to meet those demands. That could be where we are going and where 
we are investing in a new technology.  
 
Interviewer: To what extent does the bank consider new market entrants, such as fintech companies 
and non-banks, as a competitive threat? 
 
Interviewee: We see very much that fintechs and new market entrants, especially in the cross-border 
market actually are a big threat to our business in that area. More general, we try to, I mean, a few 
years ago, I think that the general strategy was to create and do everything by ourselves, but we are 
now, you could say working together with third parties and fintechs and doing solutions where we to 
a higher extent try to incorporate solutions from fintechs and third parties into our own offerings. 
They are a threat, but also big opportunities for us. Instead of developing things ourselves, we could 
partner up with fintechs and incorporate their solutions in our ecosystem.  
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Interviewer: So it is more opportunities for third parties than threats? 
 
Interviewee: Yes.  
 
International payments 
Interviewer: How do the bank value the importance of international payments as a product offering? 
 
Interviewee: I am sitting in personal banking and I am primarily dealing with retail customers. 
International payments and cross-border payments is an area of importance, but I think it is 
significantly more important for businesses.  
 
Interviewer: Do you think it is more prioritised for corporate customers than retail customers? 
 
Interviewee: For the corporate customers it is more important, both for them and the bank. Our retail 
customers, the majority, where you could say that a big part of our retail customers do not do many 
cross-border transfers, and there is a small part that has a relationship towards another area. Either 
they come from one country and live in another country, or they have family or something like that. 
They use cross-border a lot. So there are some customer segments that use it very much, but then 
there are other segments that do it very, very rarely, maybe just once a year. 
 
Interviewer: What is the long-term strategy for the product? 
 
Interviewee: You could say that, what we can see that our customers are expecting or requiring, is 
by doing a cross-border transfer it should be as easy as a domestic transfer. It should be fast and to 
some extent also price, comes into play. I think the ease of use and the speed of execution are more 
important than the price actually.  
 
Interviewer: At which stage in the product life cycle would the bank place international payments? 
 
Interviewee: Looking at our current offerings towards out personal customers, we have an issue with 
the ease of use. The solution we offer the customer today is not easy. It requires a lot of information 
and it is seen as a real hazel in cross-border transfer to be honest. We do not see an issue with the 
price that we take, but we see an issue that it is just very difficult to execute a cross-border transfer.  
 
Customer data and analytics 
Interviewer: How does the bank use customer information and data when undertaking strategic 
decisions regarding product offerings and strategic innovation? 
 
Interviewee: You could say in the cross-border space we need to find out where we are and what we 
should do. Firstly, we have done customer journey mapping, talking to customer and mapping the 
journey they have when doing cross border payment, what are the pinpoints. We have also done 
competing analysis and Fintech analysis, looking into how is TransferWise, what are they doing, what 
are Revolut doing? What are other banking competitors doing in this space. So that is basically the 
analysis we have done around the space, what is the customer paying, what would have the most 
impact if we change something? And also looking into what is our current technology. Can current 
technology solve this paying or do we have to change the system to be able to reach out to our 
customers’ requirements. 
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Interviewer: Which product do you think is most preferred by your customers? 
 
Interviewee: To be honest I do not think that the customers care. The customers do not care if the 
technology behind is based on like TransferWise where they have netting accounts in each country 
or whether it is using current SEPA or Swift structure or a totally new technology such as blockchain. 
The customer, at least from a retail perspective, it could be different from a corporate perspective, 
what they care about is that it is easy to use and that it is fast. To some extent that is of course the 
price. But whether it is this or that, the customer would not care less, at least from a private banking 
perspective.  
 
Blockchain technology 
Interviewer: What is the bank’s perspective on blockchain applications with regards to product 
efficiency? 
 
Interviewee: Again I think that, looking at what is most important for the customer that is easy use, 
speed and the price. You could say that of course blockchain technology around cross border 
payments is claiming that it is cheap, fast and easy, which is right. I think that blockchain is not the 
only technology that can solve that. If we look at the current cross-border infrastructure, the price, 
lets say I take 50 DKK for a cross-border transfer or 20 DKK for a transfer that is a quite a large 
amount compared to the cost. If the cost is only 10 cent and we change the technology to be 8 cent, 
it is not much compared to what we take. This game right now, where we charge, where we see that 
price is not the most important parameter, it is just the question if we want, we could lower the price. 
Then there is the speed, within the current infrastructure there is a lot of initiatives around making 
transfers faster, SEPA instant payment, SWIFT GPI, so the current infrastructure also looks into the 
speed aspect. Blockchain could solve it, but the current infrastructure could solve it as well. A solution 
like TransferWise could also solve the speed issue. Then there is the user experience, where from 
what I have seen so far with the whole cryptocurrency and blockchain, I do not see a special user-
friendly aspect either. So it is more a question around building the right user experience and 
infrastructure. I think it can be done in many ways, and to a larger extent, based on the current 
infrastructure. Of course there are some limitations, but there is also initiatives circling around making 
it easier to transfer money cross-border. I do not know if you heard about something called the Mobile 
Proxy Forum. That is an initiative trying to link all different P2P solutions across Europe, like 
Mobilepay, making it easily in a domestic P2P to do that in Europe to broaden that out to have a joint 
directory where you can link the different P2P solutions. That could make it very easy going forward 
in the personal space for cross border transfers, having the different P2P solutions like Mobilepay in 
Denmark talking to other Nordic or European P2P solutions. There are actually a lot of initiatives 
right now, building upon the current infrastructure to make improvements in this space. Blockchain 
could also solve it, if we join the Ripple network and utilise that. I think from the bank’s perspective, 
we can see how we can solve the payments from the customers right now with the current structure, 
so we do not see a need of being first mover in the space in offering cross-border payments based on 
a blockchain basically.  
 
Interviewer: Would you say that if some of the providers you mention come up with a good solution, 
would Danske Bank be a follower and integrate it or wait and see? 
 
Interviewee: In general, talking about blockchain and blockchain solutions I do not see the benefit 
of being first mover. I think a bigger benefit having a more “wait and see” approach, and if something 
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proves to be the new big thing then join it. I do not see specifically a huge advantage of being first 
mover to be honest. Also, I see that in order to have many blockchain solutions fly depends on the 
banks being able to work together around this. The current solutions incorporate all the banks, and if 
you join some kind of new blockchain-based cross-border payments solution you are very dependent 
on that you are not the only one. It is not necessarily an important part to be a first mover. Join the 
right solution at the right time, where it has shown its potential and shown able to create some traction.  
 
Interviewer: So it is not necessarily blockchain itself, it could be SWIFT or TransferWise etc.? 
 
Interviewee: Exactly it could be any. The current technology they have some floors, but that is also 
what they are working on. They see the threat from blockchain, even though blockchain and cross-
border might not be mainstream this year or the next 5 or 10 years, at least we have seen a threat of 
blockchain coming in doing cross-border have really made some of the older players, like SWIFT 
and SEPA infrastructure, update and trying to solve some of the issues we see with the current 
infrastructure.  
 
Interviewer: Which blockchain use-cases does Danske Bank believe is the most prominent within 
financial services in terms of implementation? 
 
Interviewee: Actually, I do not think from a personal banking perspective, I see more use case 
circling around the corporate area. So in the area of, especially the corporate area, KYC is an area 
where I see a lot of potential. Also the whole trade finance area which today has a lot of manual 
processes and so on could be an area with potential. And also if the current infrastructure around 
cross-border does not manage, is another area where I see blockchain. I think it is too complicate 
around big bolds of payments like domestic payments, but within the area of foreign transfer and 
cross-border I definitely see a potential.  
 
Interviewer: Would your bank utilise blockchain applications to improve international payments or 
other products if it is in line with customer demand? Why? 
 
Interviewee: I do not think, I do not see a customer demand to use the blockchain. I see a customer 
demand in a specific area to have solutions that are faster, better and easy to use. And you can say the 
way of solving that could be blockchain, but I do not see a demand. I think to be honest, that the 
customer could not care less. Even though Bitcoin, cryptocurrencies and blockchain is not the same 
at all, I could imagine, if communicated, this solution based on blockchain could actually make 
customers not use it, because they would link that to cryptocurrencies and Bitcoin. I do not think there 
is a customer demand. There is a customer demand for better and smarter solutions where blockchain 
technology could solve it, but to be honest the technology behind is something the customers do not 
care about from a retail perspective.  
 
 
Interviewer: How would you rate your bank’s security regarding its products? Could it be improved 
with blockchain or other innovations? 
 
Interviewee: It is difficult to say. Again I think the whole sum of the negative stories Bitcoin, 
cryptocurrencies has to some extent or is a part of why it takes so long to come into the market with 
blockchain solutions. Even though it is something totally different there is still a link. So even though 
it is based on blockchain, which claims to be more secure, the general interpretation, there is so many 
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uncertainties around Bitcoin, cryptocurrencies area, which can cloud the entire picture. Also around 
how regulators should act upon a solution, built on top of blockchain to be honest. 
 
Interviewer: So you would rather use other innovations if the security is weakened? 
 
Interviewee: I do not think I said that, I just think that claiming this is more secure in terms of 
blockchain is not the main selling point. 
 
Interviewer: Has Danske Bank considered the Ripple solution or are you still considering? 
 
Interviewee: Ripple is one of the companies we have looked into. I had high hopes for them, but the 
big issue is that they need to keep the currency stable. The currency behind the Ripple solutions is 
not at all stable, that makes us probably a bit reluctant right now to join them. The Ripple solution is 
very tightly linked to a cryptocurrency that is used for speculation, it is very fluctuating, going up and 
down and there are enormous assumptions build into that currency now, so for me right now, it speaks 
against it to be honest.  
 
 
Interview Transcript of SpareBanken Vest 
Interviewee: Lars Madsen 
Date: 13.03.2018 
Time and duration: 10.00am – 33.44 minutes 
 
Strategy 
Interviewer: What is the Sparebanken Vest’s current strategic position in relation to technology, and 
how does the bank position itself in the Norwegian market?  
 
Interviewee: Sparebanken Vest is a regional bank in Norway that consists of the Western part of the 
country, such as Rogaland, Hordaland, Sogn and Fjordane, and is; I am not sure, the fourth or fifth 
biggest bank in Norway. We have a big focus on technology and pursue a business development 
strategy in which should be all in the same place. It means that we have the developers in the same 
organisation and office with the rest of the bank at the Headquarter. Even though we have providers, 
we do not have an outsourcing strategy, which DNB has, who are using developers from other 
countries and other regions. We are focusing on good digital platforms towards customers. We are 
participating in a few bigger collaborations, such as Vipps and technology complex solutions. Cross-
border payments, which you mentioned, is something we provide, but not necessarily every bank in 
Norway do. We have an own department for that, meaning we are doing this ourselves.  
 
Interviewer: What is the bank’s long-term strategy in relation to innovation? 
 
Interviewee: Good question. I think we position ourselves to follow changes quickly if and when 
they happen. If it is an unsecure strategy or, what I mean is that we want to look at improvement 
against the customer and the customer experience. We are more customer-oriented than we are 
technology-oriented. So we have in no manner projects where we want to be the most innovative or 
technological, unless it has a clear customer value. So strategically, we position ourselves against 
customers and their needs, rather than the technological aspects, to put it as two outer points.  
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Interviewer: So Sparebanken Vest is focusing more on projects you believe will be good in relation 
to innovation, as long as it is aligned with customer demand? 
 
Interviewee: Correct. There are much bigger opportunities to fulfil a project internally here, which 
has a clear customer value, rather than something that has a more unclear value, in terms of 
technological efficiency or improvement.   
 
Interviewer: When thinking about product strategy, do you want to differentiate your products or do 
you pursue a low cost strategy? 
 
Interviewee: We want in a bigger manner to have more efficient services aligned with customers’ 
need, in some cases we differentiate as well, maybe more on the corporate market rather than the 
personal market. Differentiation on the personal market is more about the customer experience, self-
service etc, in relation to where you can differentiate such things. That is where we are. On the 
corporate customers we have some new products that do not exist in the Norwegian market, that are 
on its way out, so in that area we do it a bit different.  
 
Interviewer: How does Sparebanken Vest strategically determine product improvement? 
 
Interviewee: It is customer driven, customers’ response, customer interviews, and such things. There 
are several services that we do not offer, which other banks offer, which we evaluate against 
customers’ response.  
 
Interviewer: To what extent does the bank consider new market entrants, such as fintech companies 
and non-banks, as a competitive threat? 
 
Interviewee: We think that they are potential threats, but also as opportunities to work together with 
FinTech companies in a way. What we are afraid of is, of course, the effect of many competitors. We 
are not so afraid for it today that a big fintech takes our customers, but that they could take some of 
our value chain, so called death by thousand cuts. However, I also think that the reality where 
everyone imagined a couple of years ago that this would happen, that the banks were going to be 
completely ousted, that has not happened yet. It is much harder for fintechs to compete with the banks 
than what they thought. It is harder to navigate in the bank market because of concession, a lot of 
regulations/laws that are demanding to understand. And as a result they would maybe need to use 
money on lawyers etc., in a bigger scale than they first thought they had to. So I think that a 
partnership with fintechs is where it is headed. That most fintechs now that are entering the market, 
want to cooperate but there are some exceptions, who clearly position themselves in accordance to 
PSD2 and want to capture a market share. We are a bit concerned, but are more concerned for our 
own competitors, the big Norwegian banks, such as DNB and Nordea, operating in the Norwegian 
market. We are concerned that they are going to turn quicker than us, maybe with help from a 
partnership from the fintech environment.  
 
Interviewer: Okay so in term of competition from them? 
 
Interviewee: Yes. New parties and in that way challenge us in traditional competitive areas.  
 
International payments 
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Interviewer: How does the bank value the importance of international payments as a product 
offering?  
 
Interviewee: It think it is very important. I do not have enough knowledge about that and cannot 
answer on behalf of the bank, but I think for the corporate customers, there are many corporate 
customers that do exporting such as fishing etc., where it will be a natural use of the product. For the 
private customers, it is also wished to pay cross-border, but in a different scale. It is typically, it can 
be everything, but many customers are polish craftsman that wants to pay or send money home. There 
are a lot of these flows, which I think is an important point.  
 
Interviewer: What is the long-term strategy for the product? 
 
Interviewee: Yes it is a bit hard for me to tell, so I cannot say something special since I do not know 
anything in this area.  
 
Interviewer: At which stage in the product life cycle would the bank place international payments? 
Is it used, is it popular for the customers? 
 
Interviewee: I do not have any numbers on this, but we see that the most, or at least it was like that 
until we changed routines, it was to open up for cross-border payments. You need to contact customer 
service to open cross-border function. That is something that is not activated for all customers 
automatically because of extra security. Such as, cross-border payments is often associated with fraud 
attempts, such as undertake an account etc., trying to empty the account and send them cross-border. 
So to make it more secure, this is our way to activate cross-border payments, by contacting the 
customer service to activate. This was actually the most common request for the customer service in 
a period. It points toward a demand for the product and that it is important. I do not have any numbers 
unfortunately.  
 
Customer data and analytics 
Interviewer: How does the bank use customer information and data when undertaking strategic 
decisions regarding product offerings and strategic innovation? 
 
Interviewee: Yes, that is the approach we apply. There are of course many other economic aspects. 
A lot of other aspects that need to be included on that level, but I do not think I am the right person 
to talk about it, about how the process really is. It is a few steps above where I sit.  
 
Interviewer: But as you said, it is important and you proceed with a project if it is aligned with 
customer demand and the bank believe it is something you could benefit from in terms of customer 
value?  
 
Interviewee: Yes it is a customer orientation in the bank, which is considered in all levels of the 
bank. You should always think about the customer value. And is something I think will be the focus 
in the decision on top level down to practical, day-to-day decisions. So that is how every decision is 
made. I will either way, think that this is the orientation, it is the signals we get from management 
and the rest of the organisation. It is the customer focus that controls where we are going.  
 
Interviewer: Has it change in recent years or has it always been a customer focus? 
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Interviewee: Just in the last few years.  
 
Interviewer: Which product do you think is most preferred by your customers in terms of efficiency? 
 
Interviewee: I think that we have covered the most day-to-day basis bank interactions. Maybe 
opening a new account for customers, for example to become a customer for children is something 
that could become more efficient, in terms of obligation to meet up in the bank, where mother and 
father need to be involved and all necessary legitimation. This could be a process that could be 
improved. Mortgage processes, I am a bit uncertain about if customer have a big need for more 
efficiency, but of course there are different expectations. Some expect that everything happens same 
day, some think that 2 week is what it takes and is okay with that. 
 
Interviewer: So you have efficient processes when thinking about mortgages? 
 
Interviewee: We work to improve it, but I think we have a decent response time.  
 
Blockchain 
Interviewer: What is the bank’s perspective on blockchain applications with regards to product 
efficiency? 
 
Interviewee: I think that blockchain does not exist as a strategic process, or something that 
strategically will be included by us. It is not on the radar. You could say that, if you think about the 
customer orientation, blockchain becomes a typically antithesis thing, it is seen as a pure 
technological project, only technology because it is technology. The bank would not look at it, before 
it is a very strong customer value, in terms of that, you could say that blockchain is not talk about a 
lot in Sparebanken Vest.  
 
Interviewer: So it might be a bit too early to say, a bit too immature technology? 
 
Interviewee: Yes, I think that we as many other, want to see some good examples, which clearly give 
customer value. Then it is much easier to join. We are very pending; it is not on the radar at all.  
 
Interviewer:  So you do not work with any blockchain solutions now? 
 
Interviewee: Not at all. I think that we were closer to working with blockchain 1 or 2 years ago, than 
today. It was a while where blockchain was something we did not have any knowledge about, and 
was something that happened in the market. We did not follow and needed to follow the market. That 
feeling has loosened a bit. The persons who work with me are architects, we are more interested, we 
paid a lot attention in the market and tried to understand the technology and the use-cases. I have to 
say that I as others think that the hype is starting to go over, where we are expecting something more 
concrete, like: this is the concrete value of a project. We as a bank view blockchain as a middleman 
eliminator. Banks are in one way a middleman, but more important for parties that are between banks, 
and banks and other institutions which we see as typical candidates. And there are very complicated 
systems to get ride of in terms of interbank, transactions and stuff. 
 
Interviewer: In terms of the old traditional infrastructure and systems? 
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Interviewee: Yes, they are. Now the storm about blockchain has been replaced with Bitcoin hysteria. 
Bitcoin, and then blockchain, where nobody wanted to talk about Bitcoin and now only Bitcoin. There 
is probably coming a new wave with only blockchain, with a more relaxed relation to the possibilities 
offered by the technology and there will come services that are blockchain-based. However, not 
necessary promoted by the application of blockchain technology.  
 
Interviewer: Which blockchain use-cases do they believe is the most prominent within financial 
services in terms of implementation? 
 
Interviewee: I think around identity in terms of know your customer areas. It is very interesting with 
digital identities and to prove who you are, prove certain things about yourself via blockchain 
technology, which is very interesting. And you have cross-border payments, where you see Bitcoin 
is good at transferring money from A to B, where the same technology could be used for cross-border 
payments. For us it is competition, where it could be both a problem and an opportunity. The problem 
could be that other banks can provide cheaper services that we can. Banks that have not invested and 
are not tied up to the right infrastructure today around cross-border payments, which we are. Banks 
that do not have the size that says that it is okay, in which it might be easier for them to cooperate 
with Ripple or others. In this regard, we of course need to pay attention and might eventually do 
something other than what we do today or if it is an additional thing. Anyways, it can change the 
competitive picture for us. These two areas are definitely things for banks to look at.  
 
Interviewer: So would you considered to become a part of a blockchain partnership if it is a solution 
you consider promising? 
 
Interviewee: Yes, I do not think that we have any problem with that. The problem would be to spend 
time on something that is not core business. We are one level down from the other banks in Norway 
that have people allocated everywhere, such as DNB and to some extent Sparebank1 and Nordea. 
They can always prioritise some people who attend some committees. It is not a big deal for them, 
since they can work broader. We are narrower in relation to this. We might not develop the 
technology, but rather take part in a project at a later point. 
 
Interviewer: Yes so you would rather follow, strategically? 
 
Interviewee: In this aspect, yes.  
 
Interviewer: Would your bank utilise blockchain applications to improve international payments or 
other products if it is in line with customer demand? Why? 
 
Interviewee: Yes, definitely. Even though we do not talk about it today, there is enough people that 
are technological interested from the management. We are very interested in solutions that give 
customer value and have a high level of technological advancement. We have good technicians and 
business people, but it will never overrule the customer value. The customer value will always 
overrule pure technology. Even a promising technology we believe in, but where we cannot see a 
customer value today, we would not follow. However, we do not have any problem with integration 
of advanced systems and use them. Or develop our own version of it, if that would be the right 
solution.  
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Interviewer: So Sparebanken Vest has the resources and capabilities for it, and capital requirements 
to invest? 
 
Interviewee: Yes we have. I would say, when we talk about blockchain, we do not currently have 
the expertise. But we have people with high technical expertise and technological understanding and 
could collect such information in terms of hiring someone, which would be totally okay.  
 
Interviewer: How would you rate your bank’s security regarding its products? Could it be improved 
with blockchain or other innovations? 
 
Interviewee: Bank services are very dependent on being viewed as secure. If they are not seen as 
secure, then it is very serious for the bank and the customer trust. That is the most important thing we 
do, assure the customer about the security. If we believe that our services are secure enough and then 
we have an infinite race to keep it up to speed with the technology. Blockchain technology could 
possible be, it is very depend on what thoughts you put into it. An open blockchain, where everybody 
can connect to is different from the closed technology. A lot of the security in banking systems lies 
in the fact that it is closed systems. All parties have been approved to join, and they have their own 
methods to protect their keys. In similarity, a Bitcoin solution with the decentralised networks is 
probably not the solution that the banks are looking into. But in light of how I see the technology it 
is these scenario that are valuable, to make a blockchain network between 5 banks in Norway is a 
solution which we already have and manage good today. So I do not think that it is in that area we 
get the most benefit of using blockchain solutions. The security aspect of blockchain and the 
cryptography is interesting, but I do not know if it is a selling point in itself, since there is so much 
unknown around it. With unknown new solution, it entails a lot of uncertainty, which the banks 
traditionally do not like.  
 
Interviewer:  Is the bank a part of any kind of consortium? 
 
Interviewee: No.  
 
Interviewer:  Not any kind of blockchain projects? 
 
Interviewee: No, actually not. The closest we have been I would say… We have had some people 
that have presented some blockchain-based solutions, such as consulting firms presenting projects 
and some of the values from Nets. They where at the office and presented some solutions. We are 
interested to see what is out there, where is the market going, or which way is the technology heading, 
in terms of what kind of products. Until now we are a bit distant. That is the approach we have. It is 
not because we do not believe in the technology, but we do not have the capacity to sit in the front 
seat and develop the product. That is the big fear, not the biggest fear, however that that someone is 
coming up with a game changing application with this technology and we are very far behind. Where 
we have not considered what is coming, and have not attained that hands on experience on what is 
happening, in which we cannot follow fast enough and copy what happened. That is a part of our 
strategy, if new products are coming which we think our customers want, then we want to do 
everything (sky and earth) to make it happen. The technology is that complex and advanced, so you 
cannot understand it in 1-2-3, you need to have been in the game for a while.  
 
 
Transcription of interview with Handelsbanken 
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Interviewee: Stig Gran 
Date: 04.04.2018 
Time and duration: 3.30 pm – 22.53 minutes 
 
Strategy 
Interviewer: What is Handelsbanken’s current strategic position in relation to technology, and how 
does the bank position itself in the Norwegian market? 
 
Interviewee: We have been clear in our position as a fast follower when it comes to technology and 
everything technology entails. We are a little different compared to the other banks in relation to how 
we operate and our customer model. Our main focus is towards customers in which drives 
technological decisions. In areas where we see a clear and direct customer demand, then we will 
develop this for our customers. This means that we also look at what happens in the market; it does 
not mean that we are always behind. We have some examples where we have been ahead on several 
areas in terms of products and services, specifically in relation to cross-border cash pool services, 
such as self-services etc. When you compare us to other banks, I believe we are somewhere in the 
middle, maybe a little over average.  
 
Interviewer: So would you say that Handelsbanken is more customer-oriented than technology-
oriented? 
 
Interviewee: Definitively, but in relation to new technology and such, then we of course get 
influenced. However, we have a good policy, in which we will not innovate to sell something to the 
customer, our developments should rather have a clear customer value  
 
Interviewer: What is the bank’s long-term strategy in relation to innovation?  
 
Interviewee: Again, we want to be a fast follower in relation to technology. However, it does not 
necessarily mean that in certain areas we cannot be first. As I said, where we have had high customer 
demand, we might be able to be first mover in these areas. In other words, it is not mutually exclusive.  
 
Interviewer: Do you have any examples where the bank has been an early mover? 
 
Interviewee: Cross-border solutions, because we are the bank which has the strongest global 
presence out of the Nordic banks. We were first in relation to own bank license in China, which 
enabled internal payments from Norway to China and the U.S. etc. Also, we were early in terms of 
cross-border cash pool, and had a very flexible solution at that point in time, which is almost 15 years 
ago. 
 
Interviewer: How does the bank strategically determine product improvement? 
 
Interviewee: Again, it is always backed by customer demand, and in addition, the legal aspect, which 
has to be properly included. For example PSD2, on its way now, a legal requirement that banks not 
necessarily want to develop further, however, it is legally required.  
 
Interviewer: To what extent does the bank consider new market entrants, such as fintech companies 
and non-banks, as a competitive threat? 
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Interviewee: That is a little difficult and interesting question, because it can be both. It is clear that 
fintech companies are present and develop quickly. They might have a smaller scale and develop in 
specific niche areas, so they can be viewed as a threat to banks in relation to niche areas in payment 
processes. However, they might encounter a lot of legal challenges, as well as regulations and trust 
in which the banks can offer. In this regard, we view fintech companies as opportunities for strategic 
partnerships and collaborations in specific areas where we might struggle to quickly develop and 
there is a clear market demand. Then we can collaborate with them, Vipps is a good example in the 
Norwegian market, while Swish and Mobilepay are good examples in the other Nordic markets. 
 
International Payments 
Interviewer: How do the bank value the importance of international payments as a product offering? 
 
Interviewee: I believe, that it is more valuable for corporate customers. However, we are a global 
bank and present in 27 different countries. International payments are a large part of our DNA and 
core business, in which every customer should be able to use it. To what extent is difficult to say, but 
it is very important, specifically since we are a global bank and we offer private services in almost all 
the countries we are present in.  
 
Interviewer: So would you say that it is important for private individual customers, but more 
important for corporate customers? 
 
Interviewee: Yes, corporate customers benefit most from it. When you look at private customers, it 
entails fewer transactions, for example a payment for a vacation house or an international loan. In a 
large scale, private cross-border payments is, with the exception of card payments, minimal in 
comparison to the rest. 
 
Interviewer: What is the long-term strategy for the product? 
 
Interviewee: As mentioned, we are in line with what our customers demand. Customers today are 
primarily in the Nordic market, and they experience that a payment can go from A to D more or less 
immediately. It is clear that they have a certain expectation that international payments should be 
delivered as quickly. It is clear that some of the infrastructure that exist today has some constrains in 
this regard. But we are involved in most of the international fora, which facilitates a higher speed of 
cross-border payments. It is definitely very important for us to be involved, but it is not something 
that we would develop ourselves internally. 
 
Interviewer: Are more efficient international payments something that Handelsbanken would 
prioritise for private customers? 
 
Interviewee: For private customers, I do not think it is that important. However, if a private customer 
make an international payment to e.g. Spain or the U.S., the process is not different for corporate 
customers, it is the same. If it is done for a corporate segment, then it is as easy for private customers. 
 
Customer data and analytics 
Interviewer: How does the bank use customer information and data when undertaking strategic 
decisions regarding product offerings and strategic innovation? 
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Interviewee: We could probably be better at utilising the data and information we have on our 
customers. We look at the data we have, such as profitability to how we can better advice our 
customers today. We, of course, use it internally for analysis of our customers and to see what they 
prefer and how they use our products. If there are other elements we can use to make the products 
more efficient. 
 
Interviewer: Which product does the banks think is the most preferred by its customers? 
 
Interviewee: We are a universal bank, and have several products and services that we offer. But in 
relation to the basic, such as loan, deposits or payments etc., at the end it is the bank account that 
everything is dependent on, and therefore the most important product a bank offers for customers’ 
liquidity… In relation to processes, information, security, and the availability of capital in terms of 
payments etc. But again, fintech companies might have many other offerings and opportunities on 
that area. However, as a bank, the bank account is maybe the biggest commodity.  
 
Blockchain Technology 
Interviewer: What is the bank’s perspective on blockchain applications with regards to product 
efficiency? 
 
Interviewee: It is a technology that we as a bank view and follow closely, and we see that it offers 
potential opportunities for us in the future. What we look closest at is trade finance and KYC 
processes (i.e. know your customers). I believe that payments itself have a longer way to go in order 
to reach the efficiency that other proprietary solutions offer today. All elements that have a form of 
proof-of-work/security of the original documentation have potential. Thus, we work with solutions 
in relation to trade finance and KYC. We also look at solutions for payments within the bank, 
however, that is something that is a bit further in time externally in relation to customers. It is a bit 
different internally. 
 
Interviewer: Is this because the technology is relatively new and immature? 
 
Interviewee: It is based on the fact that today a payment from A to B, with the use of blockchain, 
takes relatively long time in relation to the movement of specific elements. While the volume we 
experience in our system today exceeds what has been proved with the use of blockchain today, to a 
very high extent. In other words, what currently has been proved in terms of what can be processed 
through a blockchain. In this regard, I believe it is still a long way to go in relation to the data volume 
that requires verification. On the other hand, you have Ripple and other solutions that have utilised 
some of the technology, which in turn have created a relatively good solution. But I believe that we 
as a bank first and foremost will utilise blockchain for trade finance and KYC. 
 
Interviewer: This provides an adequate answer for the next question as well, so we can move to the 
following question. Would your bank utilise blockchain applications to improve international 
payments or other products if it is in line with customer demand? 
 
Interviewee: Absolutely, and we have customer demand. However, our customers are relatively 
pending in relation to the blockchain technology. I believe it is relatively immature currently, but it 
is clear that it has great potential. We are very eager as long as we see customer demand. It relates to 
our philosophy, if we have enough customer demand then we go for it.  
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Interviewer: Is this in relation to corporate customers mainly or also private customers? 
 
Interviewee: It entails all customers. As I said, a payment is often a payment, essentially there is no 
difference if you and I make a payment from Norway to China or if a company makes that payment. 
It is the same information that has to be provided within that transaction.  
 
Interviewer: Do you think the customers care about the technology behind? 
 
Interviewee: No, I do not really think so. I believe in relation to retail customers, like you and me as 
private individuals, we do not really care about the process and execution behind the payments. The 
only thing I think we care about is the security behind it, that the transaction is transferred securely 
from A to B.  
 
Interviewer: How would you rate your bank’s security regarding its products? Could it be improved? 
Could it be improved with blockchain or other innovations? 
 
Interviewee: Again, security today is extremely important in terms of money laundering and terror 
financing and all that comes with it. We as a bank has an extreme focus towards this, and already has 
many controls in relation to when a payment goes cross-border in order to detect if there is any 
familiar names, places or other elements that appears. In relation to blockchain technology, the entire 
fundament is based on a secure and irreversible information source of where the money originally 
comes from; it can be traced from A to B. It is clear that this is something that is valuable in terms of 
AML (i.e. anti money laundering) and terror financing and when it comes to electronic and digital 
money. I am convinced that if blockchain can facilitate a better security in this regard, then it will 
also emerge legal requirements and regulations in relation to information around the technology. 
However, a challenge is that it requires several, if not all, participants in order to become an adequate 
information source. I personally am convinced of blockchains potential, however, there are many 
challenges to overcome before we get there.  
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Appendix E: Overview of Template analysis 
Template 1 – Strategic Position: 

 
Template 2 – Product Strategy: 
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Template 3 – Blockchain:  

 
Template 4 – Contradictions and Comparisons: 
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Template 5 – Cross-Border Payments: 

 
 
 

 

 


