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Abstract 
As the amount of fintech startups increase, incumbent banks are pressured to innovate in order to 

avoid losing market share. The aim of this thesis is to determine how and why incumbent banks 

innovate in fintech, as well as the challenges they face when innovating. In order to do so, a theoretical 

framework is constructed which identifies six different innovation models. The analysis is divided 

into two phases: In the first phase of the analysis, a complete overview of all fintech innovations that 

Danish incumbent banks have been involved in is presented. Furthermore, each innovation is 

categorized based on the theoretical framework. In the second phase, semi-structured interviews with 

three Danish incumbent banks are used to explore the objectives and challenges associated with the 

different innovation models. By synthesizing the data from the two phases of the analysis with the 

existing literature on the topic, the three following tendencies are identified: First, incumbent banks 

fail to properly articulate the objectives of the innovations models they use to innovate in fintech. 

Second, the incumbent banks have transitioned from employing closed innovation to employing open 

innovation. Finally, it is identified that the incumbent banks are cooperating with fintech startups, as 

it is an effective way of converting the threat that the startups propose into an opportunity. In 

combination, these findings allow us to answer how and why incumbent banks innovate in fintech. 

The exploratory and qualitative nature of this paper limits the generalizability of the findings. As 

such, the author proposes that future research use other methodological approaches to conduct further 

research on the aforementioned tendencies. 
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1 Introduction 
The financial industry is currently undergoing a transformation, as a rapidly emerging category of 

companies are attempting to disrupt the massive industry. In the past, only traditional financial 

institutions were perceived as being able to offer financial products and services, but that privilege is 

long gone (Arner et al., 2015). The new companies operate in the intersection between finance and 

technology, an industry that is often referred to as fintech. As the fintech industry continues to grow, 

illustrated by the increasing amount of venture capital poured into fintech companies (Accenture, 

2020), incumbent banks must innovate in order to avoid giving up market share. 

 

While many banks are innovating in the fintech space, the manners in which they do so differ highly. 

Some banks seem to believe that they possess the resources internally to build modern, customer-

centric product offerings akin to those offered by fintech startups (Staykova & Damsgaard, 2018), 

while other banks choose the route of cooperation (Drasch et al., 2018). The contrast between these 

two approaches can be examined through the perspective of closed vs open innovation, which is one 

of the central theoretical concepts applied in this paper (Chesbrough, 2003). Interestingly, the 

cooperative efforts are often structured in many different ways. For instance, Danske Bank has 

recently engaged in cooperation with the Danish fintech startup Spiir. In this case, Danske Bank has 

invested in equity of the startup and is using Spiir’s innovation to increase the functionality of its own 

product offering. On the other hand, Saxo Bank has recently engaged in cooperation with the Danish 

fintech startup Grandhood. However, in contrast to the case of Danske Bank and Spiir, equity is not 

involved in this cooperation. Furthermore, Saxo Bank is supplying the technological infrastructure 

behind Grandhood’s product, rather than the other way around. As such, these two examples of 

cooperation illustrate two important differentiators in terms of how cooperation can be structured, 

namely equity involvement and the direction of the innovation flow. In addition to this, some banks 

even choose to fully acquire fintech startups to enhance their innovativeness. For instance, the largest 

bank in the United States JPMorgan Chase & Co. acquired WePay, a payment gateway, for over $300 

million (Lunden, 2017). 

 

The variation in the ways that banks are innovating in fintech is a highly interesting problem, as there 

are a number of important questions that arise from this variation. For instance, is there a reason for 

the difference in approaches? Is one approach superior to the others? Due to the nascent nature of 

both fintech in general, and in particular banks’ endeavors in fintech, not much research has been 
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conducted on this topic. As such, these findings have the potential to provide tremendous value for 

major banks, as they are increasingly being forced to make tough decisions about the ways that they 

approach innovation. Incumbent banks typically possess a significant amount of resources, which 

makes it interesting to examine why some opt for cooperation rather than developing competitive 

products internally. 

 

1.1 Research Question 
In sum, the aim of this thesis is to understand the current landscape of incumbent bank’s innovation 

activity in the fintech industry and based on that explore the objectives and challenges of different 

innovation models. To do this, the study is centered around the following main research question and 

sub research questions: 

 

How and why are Danish incumbent banks innovating in the fintech industry, and which 

challenges are they facing? 

• How are incumbent banks innovating in fintech? 

• What are the objectives behind the incumbent banks’ innovations? 

• What challenges have the incumbent banks faced related to the innovations? 

 

The research questions are intentionally posed in an open and broad manner, due to the exploratory 

purpose of this research. As such, we expect the focus of the research to become narrower as the 

research progresses. We will be exploring these questions in the context of the Danish fintech 

ecosystem, for a number of different reasons. Despite its relatively small size, many fintech startups 

are emerging in Denmark, at least partly due to the government sponsored organization Copenhagen 

Fintech, which aims to expand fintech in Denmark (Copenhagen Fintech, n.d.). The vibrancy of the 

Danish fintech ecosystem makes it both an interesting and relevant context to explore. Furthermore, 

the author has been a practitioner in the fintech industry for a number of years, which means that the 

necessary connections can be established in order to get access to data through interviews.  

 

The combination of identifying and categorizing all fintech innovations that incumbent banks have 

been involved in has not been done before. As such, this paper provides a hitherto unforeseen 

overview of the Danish fintech ecosystem. Furthermore, the objectives and challenges related to the 

incumbent banks’ different approaches to innovation have not been explored in this context before. 
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As such, the results are highly relevant for incumbent banks that are unsure about which approaches 

to innovation are most suitable to their needs. Furthermore, the identification of challenges related to 

fintech innovation will be beneficial for banks that are not involved in fintech innovation yet, as they 

will likely be able to mitigate some of the challenges before they occur. In addition to this, the 

overview presented in the analysis is valuable to researchers who want to conduct further research 

within this area.  

 

1.2 Structure 
The paper is divided into the eight following sections: In this section (section one), the overall topic 

of the paper is presented. In addition to this, the research question, scope and structure of the paper 

is introduced. In section two, the currently available literature on the topic of fintech and in particular 

how banks innovate in fintech will be explored. Section three introduces the theory that will be used 

to help answer the research questions. The theory that is introduced is related to different subtopics, 

which are all related to the broad topic of innovation management. Initially, a general account of 

innovation and its importance for companies is presented. This leads to an introduction of the term 

“Open Innovation” (OI), which was introduced by Henry Chesbrough (2003). OI provides an initial 

understanding of how companies sometimes cooperate with other companies to foster innovation. 

The literature review revealed that within the fintech industry, corporates often cooperate with 

startups to enhance their innovation. As such, newer theory which examines OI through cooperation 

with startups is presented (Weiblen & Chesbrough, 2015). These authors present a theoretical 

framework covering four different ways of cooperating with startups to enhance innovation. We 

extend this theoretical framework to also cover innovation without cooperation, namely through 

acquisitions and internal innovation. This allows us to exhaustively capture and categorize all of the 

fintech innovations that banks have been involved in. Section four will present the methodological 

choices and considerations taken in relation to the choice of theory, collection of data and methods 

of analysis. Furthermore, the research philosophy and its implications for the findings of this paper 

are discussed. Section five presents an overview and categorization of all the fintech innovations that 

involve incumbent banks in Denmark based on the aforementioned theoretical framework. Section 6 

builds on the findings of section five, by exploring the objectives and challenges related to the 

different innovation models. This is done by using data from three qualitative interviews with three 

high-ranking employees of different incumbent banks in Denmark that have all been involved in 

several fintech innovations. Section 7 uses the findings of the two phases of the analysis to discuss a 
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number of themes that appeared throughout the analyses. In addition to this, we discuss how the 

findings contribute to the literature. In conjunction, these different sections allow the author of this 

paper to answer the main research question and the related sub questions, which is done in the 

conclusion in section 8. 

 

1.3 Scope and Delimitations 
In its most simple form, the topic of this study is Danish incumbent banks’ innovation in the fintech 

industry. Needless to say, this topic can be explored from many different perspectives. The author of 

this paper has chosen to examine this topic from one particular perspective, namely how and why the 

incumbent banks innovate within this space, as well as the challenges they have faced. Is it primarily 

through internal innovation, cooperation or something entirely different? Once the different models 

of innovation have been mapped, we are interested in determining the objectives and challenges 

related to the different modes. With this definition of the scope, there are a number of related topics 

and concepts that will not be discussed in this paper.  

 

First of all, it is important to note that this thesis is only concerned with incumbent banks’ innovation 

efforts within the fintech space.  While some incumbent banks engage in various forms of cooperation 

with fintech startups, we are not concerned with the experiences of the fintech startups. While it 

would be highly interesting to assess the cooperative efforts from both sides and look at benefits and 

challenges from both perspectives, it is beyond the scope of this paper. 

 

Furthermore, ambidexterity will not be considered in depth. Ambidexterity refers to the idea that 

companies can explore new ideas while simultaneously focusing on exploiting their current 

competitive advantages (Tushman & Reilly, 1996). Since this thesis mainly focuses on exploration, 

ambidexterity is not considered. Another topic which has been the subject of a fair bit of research 

regarding innovation in fintech is regulation. However, this topic is also beyond the scope of this 

paper and will not be discussed further. The topic of how individuals in large organizations can foster 

an entrepreneurial corporate culture is also related to this thesis, but this paper is not concerned with 

this topic either. In addition to this, this paper is not interested in measuring the degree of innovation 

of incumbent banks (e.g. through the number of patents). While it would be interesting to explore 

how different factors can influence the innovativeness of incumbent banks, it is also beyond the scope 

of this paper. Furthermore, this paper is not concerned with the precedents of the rise of fintech. While 
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this is an interesting topic, it is also beyond the scope of this paper. As such, we merely accept the 

notion that a new industry has emerged, without directing too much attention to why it has emerged. 

Now that the problem, research question, structure and scope and delimitations of this paper have 

been introduced, a review of the literature on fintech in general and how banks innovate in fintech 

will be conducted. 
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2 Literature Review 
Fintech is a relatively new phenomenon, which also means that the literature in this area is not as 

established or comprehensive as in other business areas. However, a considerable amount of research 

has emerged in recent years, focusing on many different aspects related to fintech. Since fintech rests 

in the intersection between technology and finance, fintech as a topic can be approached from many 

different angles. For instance, one branch of research considers how fintech is and should be regulated 

(Bromberg, Godwin & Ramsay, 2018), while another branch of research considers who the typical 

customer of fintech products is (Gulamhuseinwala, Bull & Lewis, 2015;  You, 2018). These two 

examples are merely used to illustrate the stark variety of topics that are related to fintech.  This paper 

examines an entirely different area related to fintech, namely banks’ innovation in fintech. This is a 

quite narrow topic, which also means that the amount of research related to this topic is rather limited. 

While major consultancies and organizations have released a number of reports on this topic, the 

amount of academic research is scarce. Nevertheless, there is a small body of research covering this 

topic, which will be the main point of attention in this section. However, before we get to this point, 

we will begin with a broader review of the most important literature on fintech in general and its 

characteristics. It is important to note that this part of the literature review cannot be considered 

exhaustive, as it is simply beyond the scope of this paper. As such, the papers that are reviewed are 

considered to be the most important contributions to the field, and they are reviewed to provide an 

initial understanding of what fintech is and how it emerged. However, the second part of the literature 

review, which examines the narrow topic of banks’ innovation in fintech can be considered 

exhaustive.  

 

2.1  Fintech in General 
One of the earliest and most frequently cited attempts to describe the nature and history of fintech is 

presented by Arner and colleagues (2015). While later sections of the paper are primarily concerned 

with regulation, which is beyond the scope of this paper, the first sections provide a brilliant overview 

of the state and history of fintech. The authors define fintech as the application of technology to 

finance, which leads to the following three observations: 

 

1) The use of technology in the financial world dates back to 1866 with the laying of the first 

successful transatlantic cable. Consequently, fintech is not a new phenomenon. 
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2) The financial industry is the biggest purchaser of IT services and products globally. 

3) The term fintech covers the entire scope of services and products that were traditionally 

provided by the financial services industry.  

 

Based on these observations, the authors conclude that fintech in itself is not a new phenomenon. 

As such, the industry’s concerns are not directed towards the application of technology in itself, but 

rather at who is applying the technology. Since 2008 there has been a rapid increase in businesses 

that create and develop technology to provide financial products and services. This marks the era of 

fintech that the authors label “FinTech 3.0”, which is characterized by a shift in the retail 

customers’ perspectives regarding who has the legitimacy to provide financial services (Arner & 

colleagues, 2015). Previously, only banks and other major financial institutions were perceived as 

being able to offer these products and services. Now, startups and other technology companies are 

suddenly competitors. The findings presented in the paper by Arner and colleagues (2015) are 

highly valuable for this paper, as they confirm an underlying assumption of this paper, namely that 

the financial industry is concerned about the development of the new fintech startups.  

 

Another noteworthy piece of research on the general nature of fintech has been conducted by Gomber 

and colleagues (2016). The authors use the label “Fintech Revolution” to describe the emergence of 

the new technology startups that offer financial services. The authors identify three key forces that 

serve as the backdrop for the fintech revolution, namely technology innovation, process disruption 

and services transformation. After describing these key forces, a new framework is constructed by 

combining the work of previous scholars within the field of innovation such as Chesbrough (2003). 

This framework is used to comprehensively map the fintech landscape within the following areas: 

financial services operations, payment services, deposit and lending services, and financial market 

and investment-related services. The remaining parts of the article describe each of these areas in 

depth while providing relevant background information as well as descriptions of fintech innovations 

within these areas. Among other things, the authors conclude that: 

 

“It will be difficult for larger incumbent firms to match small entrepreneurial start-up 

firms at producing value-creating fintech applications with high innovation, without 

major spending to acquire knowledgeable human capital that is in such short supply in 
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the marketplace. As a result, it will be appropriate for larger firms to outsource these 

applications, instead of trying to create them in-house.” (Gomber & Parker, 2018, p. 25). 

 

This point is highly relevant to the overall theme of this paper, as we assess the different ways 

that incumbent banks approach fintech innovation. Thus, later sections of this paper will explore 

whether our data supports the conclusion of Gomber and Parker (2018). 

 

Another important contribution to this emerging area is presented by Gomber and colleagues 

(2017), who have conducted an extensive review of the current state of the research. While the 

review in itself is impressive, we are primarily concerned with one particular aspect of their 

paper, namely the introduction of the “Digital Finance Cube” (DFC). The DFC was constructed 

by the authors to categorize and make sense of the many different research areas that are 

connected to digital finance/fintech. The authors distinguish between digital business functions, 

digital finance institutions and digital finance technologies and technological concepts. The 

digital business functions are digital financial advice, digital insurances, digital payments, 

digital money, digital investments and digital financing. The digital finance institutions are 

fintech companies and traditional service providers (e.g. banks). The digital finance 

technologies and technological concepts are blockchain, social networks, NFC, P2P 

technology, big data analytics and further enablers. While our paper does not adopt the 

terminology or the categorization of the DFC, it provides a good overview of the actors, 

technologies and products that are all related to fintech in one way or the other.  

 

One interesting aspect of the aforementioned papers is their respective definitions of fintech. 

For instance, Arner and colleagues (2015) emphasize that there are several different eras of 

fintech. However, they broadly define fintech in the following way: “The application of 

technology to finance”, where Gomber and colleagues (2016) use an entirely different 

definition, namely: “any innovation in the financial sector, including innovations in financial 

literacy and education, retail banking, investment and even crypto-currencies like Bitcoin.” 

Furthermore, some scholars even use the term fintech to refer to a financial technology startup 

(Drasch et al., 2018), while others refer to fintech as a sector or an industry (Kim et al., 2016). 

The differences between these definitions clearly illustrate that there is a lack of a broadly 

accepted definition of fintech among scholars. To solve this issue, Schueffel (2016) conducted 
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a piece of research to derive a scientific definition of fintech based on the commonalities 

between 13 peer reviewed definitions. The result of this study is the following definition, which 

will also be employed in this paper: “Fintech is a new financial industry that applies technology 

to improve financial activities” (Schueffel, 2016, p. 45). This definition does not discriminate 

with regards to who is applying the technology. As such, an innovative application of 

technology in finance is considered to be a fintech innovation regardless of whether it is 

developed by an incumbent bank or a startup. 

 

2.2 How Banks Innovate in Fintech  
Now that the scene has been set in terms of presenting a definition of fintech and reviewing 

important literature on fintech in more general terms, we direct our attention towards the 

primary topic of this paper, namely how and why banks innovate in fintech. The following 

subsection will explore this topic. 

 

The most commonly recurring theme in the literature about this topic is that banks cooperate 

with fintech companies, although it is not the only approach taken by banks. Romānova and 

Kudinska (2016) approach the topic by initially presenting the nature of the fintech threat 

followed by an examination of banks’ current practices and how they are responding to the 

threat of losing market share to fintech companies. The study finds that banks react in the 

following ways (ranked from most popular to least popular): Setup incubation programs, setup 

venture funds, cooperate with fintech companies, acquire fintech companies or launch fintech 

companies themselves. This knowledge is highly valuable for the purpose of this thesis, as it 

gives the author of this paper an initial idea of how banks react to the threat presented by the 

emerging fintech companies. Consequently, this allows the author to select appropriate theories 

that can help understand and analyze these particular approaches. While the paper of Romānova 

and Kudinska (2016) is valuable in terms of providing an overview of how banks are engaging 

with fintech, these authors rely on studies that have already been conducted and do not present 

any data. While this allows them to account for the various ways that banks react to fintech, 

nothing is presented about the intricate details (e.g. objectives and challenges) for each type of 

response. 
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In a similar piece of research with the same overarching theme, Temelkov (2018) elaborates on the 

idea that fintech is both an opportunity and a threat to banks, depending on how they respond to it. 

Furthermore, Temelkov critically discusses the notion that fintech companies present the biggest 

danger to banks, a commonly heard phrase within the industry. Temelkov argues that while this is 

true to some extent, both fintech companies as well as banks have considerable advantages in different 

areas. As such, Temelkov points towards the mutual benefits that can arise from cooperation between 

these two parties. Finally, he concludes that banks have two different options regarding their response 

to the threat of disruption by fintech companies. They can either attempt to keep their market share 

by transforming their current business processes, or they can enter into strategic alliances with fintech 

companies. He recommends banks to be proactive and seek cooperation with fintech companies, 

rather than waiting to react till they are forced to do so. The analysis presented by Temelkov (2018) 

is rather superficial and the paper does not introduce any novel findings. Furthermore, it does not go 

into detail about how banks should approach the issue in practice (e.g. which cooperation type is good 

in which scenarios). However, it does have some value in terms of highlighting the benefits related 

to cooperation between banks and fintech companies. 

 

A more comprehensive study was conducted by Drasch and colleagues (2018) who approached the 

topic by creating a taxonomy of different types of cooperation between incumbent banks and fintech 

startups. By studying 136 cases of cooperation between banks and fintechs, the authors categorize 

the cases across 13 different parameters. These parameters are cooperation type, innovation type, 

maturity of innovation, value chain location, business ecosystem, innovation holder, bank type, 

bank’s main distribution channel, bank’s role, bank’s strategic objective, fintech category, fintech’s 

maturity and finally, whether or not the fintech holds a full banking license. The result of this is that 

the authors (Drasch et al., 2018) identify six different clusters of bank-fintech cooperation, namely: 

 

Cluster 1: invest in fintechs to form an alliance and access the fintech’s ecosystem. 

Cluster 2: acquire and integrate channel solutions and interaction platform innovation. 

Cluster 3: innovate lending core banking systems to optimize bank-to-customer 

processes. 

Cluster 4: access investment markets by providing banking services to fintechs. 

Cluster 5: cross-product services to innovate bank-to-customer processes in bank 

ecosystems. 
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Cluster 6: early-stage cooperation to access technology.  

 

As such, this paper contains a significant amount of information about bank-fintech cooperation, of 

which some is highly relevant for the scope of our paper. One category of particular importance for 

our paper is the innovation type, which distinguishes between whether the cooperation created a 

process or product innovation. The authors found that in 98 out of the 136 cases, the innovation type 

behind the cooperation was a product. The importance of this parameter stems from it being used to 

guide our definition of an innovation, which will be presented in the following section. 

 

It is worth noting that this study falls under a slightly different theme than the previously introduced 

studies, as this study is primarily concerned with cooperation, whereas the other studies were not 

limited to a particular approach to fintech innovation. However, these two themes are well connected 

and highly similar, which is why it is included here. While the taxonomy introduced in this paper 

provides a brilliant base for higher levels of theory building on the topic of cooperation between 

fintech startups and banks, the taxonomy will not be used to categorize fintech innovations by 

incumbent banks in Denmark. The reasoning behind this is that a majority of the parameters are 

beyond the scope of this paper, as they deal with topics that are not related to fintech innovation. For 

instance, parameters such as “business ecosystem” and “bank’s main distribution channel” is not 

relevant for the topic of this paper. Once again, it is noteworthy that while the paper of Drasch and 

colleagues (2018) is highly useful in order to get an overview of different types of bank-fintech 

cooperation, it does not explore higher levels of information about the cooperation (e.g. objectives 

and obstacles). Drasch and colleagues (2018, p. 36) seem to acknowledge this themselves, as they 

note that, “Nonetheless, a more detailed case analysis of specific cooperations would reveal more 

insights about the […] strategic objectives.” The objectives of bank-fintech cooperation is one of the 

main topics of this paper, which further underlines the importance of this study. 

 

The reviewed articles represent all of the available literature on this particular topic. The scarcity of 

the literature in itself is an indication that there are significant research gaps that are worth addressing. 

This scarcity is particularly striking when considering the prominence of fintech, illustrated by the 

amount of venture capital poured into fintech startups (Accenture, 2020). A common theme of the 

presented articles is that they are primarily of a descriptive nature. As such, they are highly useful in 

determining what banks should be doing or what they are doing. However, none of them focus on the 
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more complex questions related to this topic, such as why they are doing what they are doing, and 

what their challenges are. This research gap has helped shape our main research question, namely: 

How and why are Danish incumbent banks innovating in the fintech industry, and which 

challenges are they facing? While we begin by examining how incumbent banks are innovating in 

fintech, similar to the currently available research, we take a step further by also examining why 

banks innovate. As such, this piece of research offers novel and valuable information about why 

incumbent banks engage in fintech innovation. Furthermore, we also explore the challenges 

associated with this. In addition to this, to the knowledge of the author, this is the first study that 

attempts to provide a comprehensive and exhaustive overview of the fintech innovations that 

incumbent banks in Denmark are involved in. Thus, a clear research gap is addressed in this paper. 

The findings are anticipated to provide tremendous value for decision-makers in banks who are 

unsure about how they should approach fintech innovation. Furthermore, the study of challenges will 

likely allow banks that plan to engage in fintech innovation to avoid some of the hurdles that their 

competitors have encountered.  
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3 Theory 
In this section, the theory that will be used in the analysis is introduced, including the theoretical 

framework which is used in both phases of the analysis. This section begins with an account of 

innovation management and its importance, which leads to an account of the closely related concept 

“Open Innovation” (OI) (Chesbrough, 2003). In addition to this, theory about how corporates can 

engage with startups to increase innovation is introduced. In particular, this topic is explored through 

the work of Weiblen and Chesbrough (2015), who have identified four different ways that corporates 

can cooperate with startups to enhance innovation. The reason for using a theory which focuses 

exclusively on cooperation with startups, in contrast to a more inclusive theory, (e.g. cooperation with 

both startups and other corporates) is that the existing literature on the topic finds that banks primarily 

cooperate with startups in fintech (Drasch et. al., 2018; Temelkov, 2018). However, incumbent banks 

also innovate through internal innovation and acquisitions (Romānova and Kudinska, 2016). 

Consequently, theories about these two innovation models are also introduced, which allows the 

construction of a theoretical framework, which can exhaustively capture the different innovation 

models used by incumbent banks. 

 

3.1  Innovation 
Technological innovation is the primary driver of competitive success in many different industries 

(Schilling, 2017), which makes innovation a “need-to-have” rather than a “nice-to-have”. While there 

is no universally accepted definition of innovation (Gopalakrishnan & Damanpour, 1997), this paper 

adopts a modified version of the following definition: “the adoption of an idea or behaviour, 

pertaining to a product, service, device, system, policy, or programme, that is new to the adopting 

organization” (Damanpour & Gopalakrishnan, 2001). The modification is that this paper solely 

focuses on product (including services) innovations. The reasoning behind this is that these types of 

innovations are both more relevant and more feasible to examine. The relevance aspect refers to the 

study by Drasch and colleagues (2018), who found that over 70% of cooperation between fintechs 

and banks were based on product innovations. The feasibility aspect refers to the first phase of the 

analysis, where an overview of all fintech innovations by incumbent banks are presented. Product 

innovations are typically subject to more promotion than other types of innovations (e.g. process 

innovation). As such, products and services innovations are typically accompanied by press releases 
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and other types of announcements. Consequently, these innovations are directly traceable through 

archival research, which is not the case for all types of innovation. 

 

3.1.1 Incremental vs Radical Innovation 

There are several ways that different types of innovation can be distinguished (e.g. product vs process 

innovation), but one of the more interesting parameters in the context of this paper is whether an 

instance of innovation is incremental or radical. While there is no generally accepted definition of 

what constitutes incremental and radical innovation, the definitions presented by Garcia and 

Calantone (2002) are used here. These authors define incremental innovations as: “Products that 

provide new features, benefits or improvement to the existing technology in the existing market” 

(Garcia & Calantone, 2002, p. 123). In contrast to this, they define radical innovation as: “Innovations 

that embody a new technology that results in a new market infrastructure” (Garcia & Calantone, 2002, 

p. 120). As such, these two types of innovations differ in regard to the means (i.e. the employed 

technology) and the ends (i.e. the market). Consequently, for an innovation to be considered radical, 

it must both employ new technology and create a new market, or even a new industry. One important 

implication of the aspect of creating a new market is that radical innovations do not address 

recognized demands from customers. Rather, these innovations create demands that customers did 

not know that they have. It has been found that large companies are more likely to engage in 

incremental innovation, due to their focus on low-risk projects with immediate rewards (McDermott 

& O’Connor, 2002). 

 

In order to exemplify the differences between these two types of innovations, one can think of the 

differences between the creation of the worldwide web (WWW) and a new BMW. The WWW 

employed groundbreaking technology to create an unforeseen product for which a market did not 

already exist. As such, this satisfies both of the criteria related to radical innovations. In contrast, a 

new BMW car may include an improved engine, which marginally increases the performance of the 

car compared to older models. However, the target market for this new car is the same as for BMW’s 

existing cars, meaning that a new market is not created. As such, this innovation is incremental rather 

than radical. Incremental vs radical innovation is merely one aspect upon which different types of 

innovations can be distinguished from each other. Open versus closed innovation is another 

interesting area, which will be discussed in the following section. 
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3.2  Open Innovation 
In recent years, research on innovation has been heavily influenced by the idea of Open Innovation 

(OI). The concept “Open Innovation” was coined by Henry Chesbrough (2003), in his book “Open 

Innovation: The New Imperative for Creating and Profiting from Technology”. The core idea of OI 

is that the innovation process should not solely remain within the boundaries of a single firm. Upon 

introduction, this way of thinking about innovation was radically different from the traditional way 

of conducting innovation. In practice, OI encouraged firms to use both internal and external ideas and 

paths to market. This leads to the two following concepts: 

 

Outside-in OI 

Outside-in OI refers to the notion that companies should not only commercialize internally generated 

ideas, but also attempt to bring in external ideas and research from other organizations such as startups 

and universities. For instance, a corporation may engage in a partnership with a startup in order to 

gain access to a specific type of technology that allows the company to offer a new type of product. 

As such, companies do not solely rely on their internal R&D, since they are able to capture and benefit 

from the innovativeness of other organizations as well. 

 

Inside-out OI 

Inside-out OI prescribes that internally generated ideas do not necessarily need to be commercialized 

internally. For instance, a large company may share an otherwise proprietary idea with a startup 

through a licensing agreement. As such, if an internally generated idea does not fit into the overall 

strategy of the company, it can still potentially profit from it. Figures 1 and 2 illustrate the differences 

between the two different ways of considering innovation (Chesbrough, 2003).  

 

Figure 1: Closed innovation      Figure 2: Open innovation 
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3.3 Using Open Innovation to Engage with Startups 
The literature review revealed that incumbent banks are increasingly cooperating with other 

companies in their innovative efforts. In particular, the incumbent banks seem to cooperate with 

smaller fintech companies rather than other incumbent banks. As such, when we examine how 

incumbent banks use OI to innovate within fintech, we will examine these innovations as cases of 

cooperation between a corporation and a startup. In order to do so, the paper “Engaging with Startups 

to Enhance Corporate Innovation” (Weiblen & Chesbrough, 2015) is used to provide an initial 

understanding of how these instances of cooperation are structured. As Weiblen and Chesbrough do 

not clarify what they define as a startup, we must find a definition elsewhere.  While the literature on 

startups contains varying definitions of what a startup is, this paper defines a startup as a “young, 

innovative, growth–oriented business (employees/revenue/customers) in search of a sustainable and 

scalable business model” (Dee et al., 2015, p. 8). The reasoning behind employing this definition is 

that the author thinks that it is the definition that is mostly aligned with how startups are viewed in 

the epistemic community surrounding them.  

 

In their paper, Weiblen and Chesbrough present four different models for cooperation between 

corporates and startups. The premise of cooperating is that both sides have something which the other 

side does not. Corporates typically have an enormous amount of resources and routines that are 

proven to work, whereas startups typically have promising ideas and the willingness to take risks, 

among other things. The authors have identified that corporates are increasingly reaching out to the 

startup ecosystem, in particular in the tech industry. Furthermore, corporates seem to be 

experimenting with new cooperation models that allow them to cooperate with startups in more agile 

and rapid ways. Initially, the authors present two traditional models for cooperation, namely 

Corporate Venture Capital (CVC) and Corporate Incubation. Following this, two newer models are 

presented, namely Outside-In Startup Programs and Inside-Out Startup Programs (Weiblen and 

Chesbrough, 2015). These four models will be presented in the following part. 

 

3.3.1  Traditional Models 

The main characteristic of the two traditional models is that the corporate has some degree of 

ownership over the startup, whether it is an external startup, or a new startup spun out of the 

corporate’s main organization. The two traditional models differ in terms of the direction of the 

innovation flow. In some cases, external innovation is integrated into the company. In other cases, 
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internal innovation is spun into new startups that reside outside the corporate structure. The two 

traditional models will be explored in depth below. 

  

Corporate Venture Capital 

Corporate venture capital describes the process of a large company investing in equity of a small 

entrepreneurial venture (Chesbrough, 2002). In contrast to traditional venture capital funds that 

exclusively focus on financial returns, the primary purpose of CVC investments is strategic (Sykes, 

1990; Gombers & Lerner, 1998, Weiblen & Chesbrough, 2015). The primary motives for engaging 

in CVC are to monitor interesting technologies and markets, influence the decisions of portfolio 

companies and potentially profit financially. One added benefit for engaging in CVC is that in the 

event that a corporate wants to acquire a portfolio company, the insights gained by being an investor 

can help them make this decision.  

 

Corporate Incubation (Inside-Out) 

As described earlier, open innovation is not solely about bringing ideas into the company. It can also 

be about bringing ideas out of the company, which is the essence of this type of cooperation. For 

instance, a promising idea may originate within a corporate. However, if it does not fit the core 

business, it is not always feasible to continue to develop this idea within the corporate structure. In 

these cases, corporate incubation can be used. Here, a new venture is created to explore and develop 

the new idea. The venture is provided with funding, co-location, expertise and contacts. The main 

goal of this model is commercialization of technologies that are not related to the core business and 

financial returns. It is important to note that corporate incubation does not necessarily involve 

cooperating with external startups, like other innovation models. Rather, it is the norm that the startup 

is actually created by the main organization. As such, it is similar to internal innovation, as there are 

no other companies involved. The main difference between internal innovation and corporate 

incubation is that corporate incubation involves the creation of a new organization outside the 

corporate structure. 

 

Weiblen and Chesbrough (2015) present the example of Bosch’s “Startup Platform” program, which 

followed this approach. Here, an incubator was set up to facilitate the development of promising ideas 

that originated within the corporate structure but lacked relevance for Bosch’s established business. 

Among other things, the new ventures that are incubated receive coaching and funding. Furthermore, 
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to avoid the ventures being slowed down by corporate bureaucracy, they do not adhere to the same 

corporate guidelines as the main organization. In addition to this, the incubator is physically located 

away from Bosch’s headquarters. Bosch’s final goal is to integrate the venture into an existing or new 

business unit within the original corporate structure.  

 

3.3.2  New Models 

The new models are different from the traditional models in that they typically do not involve 

ownership. Instead, the corporates influence the startups through technology and market access. 

Furthermore, the new models typically enable the corporate to engage with a larger number of startups 

simultaneously. As was the case with the traditional models, the two new models also differ in respect 

to the direction of the innovation flow. In the Outside-In model, the corporate aims to integrate 

external innovations, whereas in the Inside-Out model, the corporate aims to promote its technical 

platform by opening it up for other companies to use.  

 

Outside-In Startup Programs 

This model focuses on integrating exciting products and technologies developed by external startups. 

The program allows startups to elaborate and build their ideas with the support of the corporate, with 

the ultimate goal being that the startup successfully builds their technology and becomes a technology 

supplier for the incumbent. This allows the corporate to stay ahead of the curve and explore new 

technologies and markets without having to allocate resources to build the products and technologies 

itself. The main goals of this model are product innovations and first-mover advantages. 

 

One noteworthy example of this model is “AT&T Foundry”, which is used by the American 

telecommunications giant AT&T. At a regularly occurring Foundry event, promising startups get the 

chance to pitch their idea to AT&T, which results in a joint project with the Foundry in 10% of cases. 

In the joint project, the startup is helped by a team of Foundry employees, experts and other startup 

founders. With the help of this team, the startup has 12 weeks to build a prototype which can be 

presented to a regular AT&T business unit. If successful, the startup becomes a regular technology 

supplier for the AT&T business unit that they presented their product/technology to. AT&T does not 

claim either equity or IP from the startups during this process.  
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Inside-Out Platform Startup Programs 

This model focuses on getting startups to build products using technology developed by the corporate, 

with the goal of expanding the market for the corporate. This model often includes the corporate 

providing a platform that other companies (e.g. startups) can build on top of. A noteworthy example 

of this approach is Apple’s App Store, where everyone can build apps, which are then sold on the 

platform. The main goals of this model are platform establishment and future customers. Figure 3 

illustrates the four innovation models related to cooperation between corporates and startups 

(Weiblen & Chesbrough, 2015). 

 

Figure 3: The four different innovation models for cooperation with startups. 

 
 

While OI encourages opening up the innovation process, this should not be interpreted as meaning 

that an idea cannot still be both generated and commercialized within one firm. Thus, innovation can 

happen both with and without the involvement of other firms. Consequently, the four innovation 

models are not able to exhaustively capture all of the fintech innovation by incumbent banks, as some 

of these innovations do not involve cooperation. To accommodate this, we extend the framework 

presented by Weiblen and Chesbrough, in order to accommodate the research design of this study. 

The result of this extension is shown in figure 4 below. 
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Figure 4: Updated illustration of innovation models including closed innovation. 

 
 

The literature revealed that incumbent banks also innovate through acquiring fintech startups 

(Romānova & Kudinska, 2016; Drasch et al., 2018). An acquisition happens when a corporation takes 

over another corporation (Vermeulen & Barkema, 2001). In particular, this subsection will focus on 

corporations’ acquisitions of startups, in accordance with the overarching theme of this paper. 

 

Carbone (2011) identify that large companies typically acquire startups with the following objectives: 

 

• Bring new technology to market. 

• Increase their portfolio capability to address broader customer opportunities. 

• Access new customer or market segments. 

 

As such, we further extend the framework in order to accommodate acquisitions. Thus, the final 

extension of the framework originally presented by Weiblen and Chesbrough (2015) can be found 

below. Unlike the original framework, our extended framework is able to exhaustively capture all 

fintech innovations that incumbent banks have been involved in. 
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Figure 5: Final theoretical framework incorporating closed innovation, cooperation and 

acquisitions. 

 
 

3.4 Choice and Utilization of Theory 
The theoretical framework is the theoretical center of attention in this paper, as it serves several 

different purposes. First of all, the framework is used in the first phase of the analysis, as it provides 

a useful way of categorizing the different fintech innovations that incumbent banks have been 

involved in. Furthermore, since the second phase of the analysis deals with more intricate details of 

the incumbent banks’ different innovation models (e.g. obstacles and challenges), this data allows us 

to further extend the theory presented by Weiblen and Chesbrough. Thus, this paper actively looks to 

build new theory that can be seen as an extension of existing theory on innovation resulting from 

cooperation between corporations and startups. While Weiblen and Chesbrough (2015) do touch upon 

the goals of each innovation model, which can be seen as similar to objectives, this is done so in a 

rather superficial manner. As a result of this, it is still relevant to look at the objectives, in order to 

get a more detailed and specialized understanding of the objectives of the incumbent banks. 
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4 Methodology 
In this section, the methodological choices that are made in relation to this thesis will be explored. 

The work of Saunders and colleagues (2016) has been used frequently to ensure methodological 

coherence between the different elements of this piece of research. In particular, the research onion 

has been helpful in ensuring coherence between the philosophy, approach, strategies, time horizon 

and techniques and procedures involved in this study. 

 

This section is structured in the following way: Initially, the research philosophy as well as the overall 

approach of this paper is introduced. Following this, the research design is presented, which includes 

the methodological choices, strategies and time horizon. In each of these sections, the inherent 

weaknesses of the choices as well as potential alternatives are presented alongside the presentation 

of the choices themselves.  

 

4.1 Philosophy and Approach 
The research philosophy of the author and consequently this thesis is pragmatism. This philosophy is 

not extremist in its views on ontology, epistemology and axiology, which is highly appealing to the 

author. For instance, the author believes that a combination of objectivity and subjectivity leads to 

better findings than a fixed belief that reality is either entirely socially constructed or entirely 

universal. The following quote describes the philosophical position of the author perfectly: “For a 

pragmatist, research starts with a problem, and aims to contribute practical solutions that inform 

future practice” (Saunders et al., 2016, p. 143). This study originated from an observation that 

incumbent banks were increasing their innovation efforts within the fintech space, both with and 

without cooperation with fintech startups. As such, the author wanted to research the nature of what 

the incumbent banks were doing. 

 

Whereas other research philosophies typically match a certain approach (e.g. positivism and 

deduction), this is not the case for pragmatism. Instead, a pragmatic researcher can choose the 

approach that is best suited to explore the particular research problem. In order to answer the main 

research question, an inductive approach is deemed most suitable. Saunders, Lewis and Thornhill 

(2016) note that induction is better suited for topics where the existing literature is scarce, which is 

certainly the case for the topic explored in this paper. There is no literature on this topic that explores 
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objectives and challenges of different models of fintech innovation, which means that deduction is 

not appropriate. Instead, it is more appropriate to take an inductive approach in an attempt to build 

theory on a topic which currently does not have a lot of theory. In spite of this, this paper does draw 

upon some preexisting theory within the general area of innovation. For instance, theory about how 

corporates can cooperate with startups (Weiblen & Chesbrough, 2015) is used to understand and 

categorize different models of innovation. However, it is important to note that the purpose of 

adopting this theory is not to test it, but rather to extend it, which is done by studying the objectives 

and challenges related to the different models. Consequently, the methodological approach is still 

inductive, as we are looking to build theory rather than testing theory.  

 

4.2 Research Design  
The purpose of this research is exploratory, which is appropriate when the aim of the research is to 

“discover what is happening and gain insights about a topic of interest” (Saunders et al., 2016, p. 

174). Due to the scarcity of research about fintech and banks’ innovative efforts within fintech, 

exploratory research is a perfect means to obtain a better understanding of this topic. In order to do 

this, we use what can best be described as a sequential multi-method qualitative research design. This 

section will explain the different elements of this research design in depth. A sequential research 

design involves more than one phase of data collection and analysis, which is seen as beneficial, as it 

“provides scope for a richer data collection, analysis and interpretation” (Saunders, Lewis & 

Thornhill, 2016, p. 166). To be precise, this paper involves two sections, each of which is based on 

separate forms of qualitative data.  

 

Phase One 

In the first phase of this paper, archival research is used to establish an overview of all the fintech 

innovations that incumbent banks have been involved with in Denmark. Incumbent banks are defined 

as the 10 largest Danish banks according to a list published by The Danish Financial Supervisory 

Authority (FSA) (2020). The list is based on the working capital of the banks. However, a slight 

modification is made. Number 10 on the list, Sparekassen Sjælland-Fyn, is replaced by Nordea, which 

is not included in FSA’s list as it is not headquartered in Denmark. However, Nordea has the second 

most private customers in Denmark (Nordea, n.d.). On behalf of this, a decision was made to include 

this bank in the list as well. As such, the following banks are considered Danish incumbent banks: 
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Nordea, Danske Bank, Jyske Bank, Sydbank, Nykredit Bank, Spar Nord Bank, Arbejdernes 

Landsbank, Ringkjøbing Landbobank, Saxo Bank and Sparekassen Kronjylland. 

 

In this phase, a brief description of the incumbent bank and the fintech innovation is provided. If the 

innovation involves cooperation with a fintech startup, a brief description of the startup is provided 

as well. Once the fintech innovation is presented, the theoretical framework presented in the previous 

section is used to categorize the innovation model behind the incumbent banks involvement in the 

fintech innovations. The data used for the descriptions and categorizations is retrieved through the 

use of documents such as press releases, the companies’ websites and news articles. We believe that 

we have been able to identify all cases of fintech innovation that involve Danish incumbent banks.  

However, since this phase is based on archival research rather than primary data from the banks, we 

cannot rule out the possibility that we failed to identify one or more innovations. While the sources 

that have been used are not academic, they are sufficient for the purpose of this phase, which is to 

provide a broad overview and categorization of the innovations. This phase provides an answer to the 

first sub-question of this paper, namely: 

• How are incumbent banks innovating within fintech? 

 

The time horizon of this phase is cross-sectional, as it looks at the responses that have been made as 

of the 30th of March. For the purpose of providing an overview and classification of all the responses, 

there are no weaknesses associated with this time horizon. Phase one is highly descriptive and can be 

interpreted as a building block for phase two, laying the foundation for more valuable research. 

Mapping the innovation landscape of the banks in order to understand how they approach innovation 

allows us to examine the objectives and challenges related to the various innovation models. 

Consequently, without this phase, we would not have a representative overview of the banks’ current 

innovative efforts. 

 

Phase two 

In the second phase, semi-structured interviews with high-ranking individuals of incumbent banks 

are conducted to gain access to more detailed information about each of the different innovation 

models. The main purpose of this phase is to gain access to more in-depth knowledge about the 

intricate details of the different innovation models. As the research question implies, we are interested 

in identifying the objectives and challenges related to different innovation models. Since such 
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information is rarely publicly available, semi-structured interviews are used to gain access to this 

information. Semi-structured interviews are used to ensure that certain topics are covered while still 

allowing follow-up questions and probes if deemed necessary (Saunders, Lewis & Thornhill, 2016). 

The interview guide is included in Appendix 1 along with an explanation of the purpose of each 

question.  

 

This research design is highly aligned with the aforementioned pragmatic research philosophy, as the 

decision to combine two different methods in order to reach the best possible results can be considered 

a pragmatic decision. The findings of the first phase are considered to be mostly objective, while the 

findings of the second phase are largely subjective. The acknowledgement of both objective and 

subjective results is unique to the pragmatic philosophy (Saunders et al., 2016). The sequential 

research design is highly influenced by the exploratory purpose of this paper, as this purpose allows 

us to commence with a broad focus which becomes narrower as the research progresses (Saunders et 

al., 2016). For instance, phase one of the analysis revealed that a majority of incumbent banks’ 

innovation in fintech is based on cooperation, which means that the interview guide was constructed 

in a way that would help us understand why this was the case. Furthermore, once the interviews were 

conducted, the findings of this phase are used to guide the direction of the discussion section. As 

such, each section builds on top of the findings of the previous section, narrowing our scope as 

patterns emerge.  

 

The time horizon of this phase is also cross-sectional, primarily due to the inherent time-constraints 

associated with having to write this thesis over the course of four months. A longitudal research 

design would have allowed us to explore changes and developments in the innovation models of 

banks. However, it is not a major weakness, as the cross-sectional research design still allows us to 

examine how and why they have innovated up until this point in time, which is more than adequate 

for answering the research question. 

 

4.3 Data Collection 
The data for the second phase of the analysis is collected through semi-structured interviews with 

representatives from three Danish incumbent banks. The interviewed individuals are all high ranking 

individuals within their respective organizations. A deliberate effort was made to interview the 

spearheads of the fintech or innovation departments of each incumbent bank, as these individuals are 
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believed to possess the most intricate and detailed knowledge about the fintech innovations. The table 

below shows an overview of the representatives’ position in the bank as well as their involvement 

with the incumbent bank’s fintech innovations. However, the exact titles of the employees will not 

be used, as this would potentially reveal the identity of the employees and consequently the banks.   

 

Incumbent Bank Interviewee   Involvement in innovations 

Incumbent Bank 1 Leader of fintech department Heavily involved in all projects 

Incumbent Bank 2 Leader of fintech and 

innovation department 

Heavily involved in all projects 

Incumbent Bank 3 Leader of fintech department  Heavily involved in all projects 

 

As it would not be feasible to conduct interviews with all of the incumbent banks in Denmark, three 

incumbent banks are chosen for the second phase of the analysis. For anonymity reasons, these banks 

cannot be presented by name. Instead, they are referred to as incumbent bank one (IB1), incumbent 

bank two (IB2) and incumbent bank three (IB3). A specific criterion was used to choose the three 

banks, but this criterion cannot be disclosed, as it would undermine the incumbent banks’ wishes to 

remain anonymous. 

 

The interviews were originally planned to be conducted in person, but due to the outbreak of the 

coronavirus, the interviews were conducted online using either Zoom, Skype or a regular phone call. 

While a face-to-face meeting likely would have established a deeper personal relation between the 

interviewer and the interviewee, the overall effect this limitation has on the outcome of this study is 

not considered to be significant. The interviews were recorded, which means that we are able to 

conduct a transcription of the three interviews. The transcriptions of the interviews are necessary, as 

they serve as the starting point of the Thematic Analysis (TA), which the second phase of the analysis 

is built on. 

 

4.4 Thematic Analysis 
TA is considered a foundational method for qualitative analysis, and can lead to both descriptions, 

explanations and theorizing related to the explored topic (Saunders et al., 2016), which is exactly 

what this paper sets out to do. While they share many similarities, TA is considered to be more 

flexible than grounded theory, as TA does not follow the same rigorous guidelines for the involved 
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activities (Saunders et al., 2016). After the interviews are conducted and transcribed, TA prescribes 

that the interviews must be coded, which makes the data accessible for further analysis. The coding 

will be data-driven, meaning that the source of the codes is the data itself, rather than theory. 

However, the codes that are established are based on the researcher’s interpretation of the interviews, 

meaning that the coding categories will not necessarily be based on the actual terms that the 

participants use. The purpose of sourcing the codes from the data itself rather than theory is to avoid 

preconceived notions about what the interviewees are discussing. One minor weakness related to this 

point is that the interviews are primarily centered around three topics, namely the innovation models 

as well as the objectives and challenges related to the innovation models. As such, it is a given that 

the interview will center around these topics. However, the questions that are raised in relation to 

these topics are rather non-specific, in order for the interviewees to discuss these topics using their 

own words. For instance, rather than asking the interviewee whether they have engaged in a particular 

innovation model, we would simply ask them to describe what they have done, which allows us to 

deduce whether they have actually employed a particular innovation model. 

 

The first step of the coding process was to read through each of the three transcripts, in order to get 

an idea of the overall contents of each interview. Once this was done, we analyzed each transcript in 

depth, which allowed us to identify the themes of each interview through coding. The interviewees 

often strayed towards topics that are completely unrelated to this thesis. These topics were not coded, 

as it would not add any value to this thesis. Initially, the contents of the interviews were coded based 

on broad themes (e.g. objectives and challenges). Once this was done, the themes were divided into 

more specific themes. For instance, one particular challenge that was identified is “misaligned time-

horizons”, which refers to how startups and incumbents have different expectations about the time it 

takes to establish a cooperation. Figure 6 illustrates all the identified codes and the hierarchy between 

the codes. 
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Figure 6: Identified codes from interviews 

 
Once the relevant content of each interview was exhausted and all of the relevant codes were 

identified, the author determined whether each code was related to a particular innovation model or 

fintech innovation in general. In some cases, the statements (e.g. an objective or challenge) were 

exclusively related to one particular innovation model, while in other cases, the statements were 

related to fintech innovation in general. Ultimately, this provided a complete overview of all relevant 

themes of all interviews.  

 

This process serves as the analytical foundation of the second phase of the analysis, which is the first 

step to answering the following sub-research questions: 
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• What are the objectives behind incumbent banks’ innovations? 

• Which challenges have the incumbent banks faced related to the innovations? 

 

4.5 Validity and Reliability 
While there is a lot of debate about the appropriateness of using validity and reliability to discuss 

qualitative research, this section will discuss these terms to the extent that it is relevant. In general, 

the reliability of this study is high. The internal reliability could be criticized since there is only one 

researcher. As such, it is possible that personal biases can lead the researcher to conclusions that 

would not have been reached if more researchers were involved. However, the coding and the 

corresponding thematic analysis is conducted to ensure that personal biases do not interfere with the 

findings of the analysis. In terms of external reliability, there are no significant points of criticism 

here. If another researcher were to conduct the same research in the future, there is nothing to suggest 

that the results would invalidate those of this study. Of course, it has to be noted that since fintech 

innovation is still an emerging and evolving area, future research may identify new objectives and 

new challenges. However, this does not mean that this research is unreliable, rather that fintech 

innovation has evolved, as is to be expected.  

 

Validity is slightly more complex to discuss in the context of this study, due to its exploratory and 

qualitative nature. Exploratory research is, by nature, not designed to yield highly generalizable 

findings such as those findings of causal and explanatory studies (Saunders et al., 2016). Instead, this 

type of research is used to explore and gain insights about a given topic. As such, we are not aiming 

to find challenges that are universal for all fintech innovations by banks. Instead, we are exploring 

the objectives and challenges, in an attempt to generate insights and discussions that have the potential 

to lead to further and more precise research in the future. With that being said, the findings will still 

have some degree of generalizability. For instance, a bank may identify that its objectives for 

engaging in fintech innovation fit perfectly with the objectives related to a particular innovation 

model. As such, this bank can use this knowledge to help make decisions about the innovation model 

that is best for itself. Furthermore, the identified challenges allow other banks to implement 

safeguards against some of these challenges, in order to deal with them before they occur. However, 

it is not as simple as saying that all incumbent banks will experience X challenges if they use Y 

innovation model, which is why the generalizability is not high. This is not a weakness of this study, 

though, as it is not the point of exploratory research to generate highly generalizable findings. 
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5 Analysis – Phase One 
Overall Introduction to Analysis 

The analysis consists of two separate phases. This section contains the first phase, while section 6 

contains the second phase. Each phase addresses a separate part of the main research question: How 

and why are Danish incumbent banks innovating in the fintech industry, and which challenges 

are they facing? This phase aims to answer how Danish incumbent banks are innovating. To do this, 

all fintech innovations that Danish incumbent banks have been involved in will be presented. 

Furthermore, the innovation model behind each innovation is categorized using the theoretical 

framework presented in section three (figure 5). Once all cases have been analyzed, a summary of 

the landscape of fintech innovations involving incumbent banks is presented. This provides a 

comprehensive overview of how Danish incumbent banks engage in fintech innovation as well as the 

employed innovation models. Following this, the second phase builds upon the findings of the first 

phase, by laying the analytical foundation for identifying why they are innovating, as well as the 

challenges that they face. Thus, the second phase is only possible due to the first phase, as it would 

not be possible to explore the objectives and challenges of a given innovation model, without knowing 

which innovation models are employed in practice. 

 

In this phase, the products and services that involve the same incumbent bank are presented 

consecutively, beginning with the incumbent bank with most fintech involvements. Furthermore, for 

each incumbent bank, the cases are presented chronologically based on the time of launch of the 

product that they are involved in. 

 

5.1 Danske Bank 
Danske Bank is the largest bank in Denmark (FSA, 2020). The bank has 2.9 million customers across 

13 different countries and over 22.000 employees. As case 1 shows, Danske Bank was arguably the 

first incumbent bank involved in fintech innovation (Danske Bank, n.d.). Danske Bank has been 

involved in six fintech innovations in vastly different ways. In the following part, these six 

innovations will be presented along with the innovation models underlying Danske Bank’s 

involvement. 

 



 34/89 

5.1.1 Case 1: MobilePay 

In 2013, Danske Bank launched MobilePay, a mobile application which made transferring money to 

other people much easier than what was previously possible. Instead of having to obtain the 

counterpart’s bank details, MobilePay linked the bank account of an individual to their phone number, 

which made it possible for MobilePay users to transfer money to other MobilePay users by simply 

knowing their phone number. Since then, MobilePay has diversified its offerings to include many 

different payment methods for both individuals and companies. MobilePay was developed internally 

in Danske Bank, without the involvement of a fintech startup. As such, it is an example of internal 

innovation (MobilePay, n.d.). 

 

5.1.2 Case 2: Sunday 

At least partly due to the success of MobilePay, Danske Bank created a new organization called 

MobileLife, which was intended to develop modern and customer-centric fintech products and 

services (Wittorff, 2015). The first creation to arise from this new organization was Sunday, which 

was released towards the end of 2015 (Plesner, 2015). Sunday was an application intended to simplify 

the process of finding and financing a home. The creation of MobileLife is a textbook example of 

corporate incubation (Weiblen & Chesbrough, 2015). While corporate incubation is regarded as a 

way of cooperating with a startup, it is important to note that it does not necessarily include the 

involvement of an external startup. As this case shows, the startup is often created by the corporate 

itself. 

 

5.1.3 Case 3: June 

In the first half of 2017, the second product to come out of MobileLife was launched, called June. 

The mission of June is to make investing easily accessible for people with no background knowledge. 

By answering a short questionnaire, users of June are automatically assigned an investment portfolio. 

After this, the user can transfer funds to their newly created account through various payment systems 

(e.g. MobilePay). Once the funds arrive in their account in June, it is automatically invested in the 

presented investment portfolio (Poulsen, 2017). This type of product is commonly referred to as a 

robo-advisor (Deloitte, 2015). The amount of money required to begin investing is only 100 DKK, 

which makes investing accessible for individuals who are not normally considered to be in the target 

market for investments (e.g. younger people). Since June was developed through MobileLife, this 

fintech innovation is also a result of the use of the innovation model corporate incubation. June would 
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turn out to be the last product released by the MobileLife division, as it was closed down in 2019 

(Villadsen, 2019). 

 

5.1.4 Case 4: Minna Technologies 

On the 10th of April 2018, Danske Bank announced that it had engaged in a cooperation agreement 

with the Swedish fintech startup Minna Technologies (Minna). Minna offers a subscription 

management solution, which can help users keep track of their subscriptions, negotiate better deals 

and cancel unwanted subscriptions. The goal of the cooperation was to integrate Minna’s technology 

into Danske Bank’s existing product offering (Danske Bank, 2018a). This agreement marks the first 

time that Danske Bank was involved in a fintech innovation that it did not develop itself. 

 

To categorize the innovation model used by Danske Bank in this cooperation, we must assess whether 

equity was involved in this cooperation. It was not (Appendix 2). Furthermore, the direction of the 

innovation flow must be determined. Since Minna is delivering an innovation to be used by Danske 

Bank, the direction flow is outside-in. Thus, Danske Bank has employed an outside-in startup 

program, where external innovation is insourced to increase corporate innovation (Weiblen & 

Chesbrough, 2015). 

 

5.1.5 Case 5: Spiir A/S 

On the 16th of May 2018, Danske Bank announced that it had invested in the Danish fintech startup 

Spiir A/S (Danske Bank, 2018b). Spiir offers a personal finance management application that helps 

individuals keep track of their spending. When users sign up for Spiir, they link their bank account(s) 

to the application, which means that Spiir can automatically find and categorize all transactions (Spiir, 

n.d.). The primary reason for the investment is the underlying technology behind Spiir, which Danske 

Bank can utilize for many different purposes. For instance, using Spiir’s technology, Danske Bank’s 

customers can view the balance of bank accounts from other banks in Danske Bank’s application. As 

such, if an individual is a customer of both Danske Bank and Nordea, they can view the balance of 

both accounts in Danske Bank’s application, providing a holistic overview of their finances (Danske 

Bank, 2018). 

 

Once again, we assess the direction flow and whether equity is involved in this agreement in order to 

classify the innovation model behind this cooperation agreement. From a press release by Danske 
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Bank, it can be found that the bank invested in the equity of Spiir as part of this agreement (Danske 

Bank, 2018). Similar to the case of Minna Technologies, the direction of the innovation flow is 

outside-in, as Danske Bank is utilizing the technological innovation developed by Spiir. 

Consequently, the innovation model used here is corporate venture capital (Weiblen & Chesbrough, 

2015).  

 

5.1.6 Case 6: Pleo 

On the 6th of September, 2019, Danske Bank announced that it had engaged in a cooperation 

agreement with the Danish fintech startup Pleo. Pleo offers automatic and intelligent expense 

reporting for companies, which simplifies the purchasing process greatly. Among other things, the 

cooperation entails Pleo gaining access to Danske Bank’s infrastructure. Jeppe Rindom, the CEO of 

Pleo, notes that this cooperation means that they can scale faster (Danske Bank, 2019). There is no 

equity involved in this cooperation agreement (Appendix 2). The direction of the innovation flow is 

inside-out, as Danske Bank’s infrastructure is enabling Pleo to offer their product. As such, this is an 

example of the use of a platform-based startup program. 

 

5.1.7 Concluding remarks on Danske Bank 

Danske Bank is the Danish incumbent bank which is involved in the highest number of fintech 

products. Their involvement follows many different formats, as they have engaged in both internal 

innovation, corporate incubation, corporate venture capital, a platform-based startup program and an 

outside-in startup program. Figure 7 summarizes their fintech involvement and the categorization of 

the innovation models behind Danske Bank’s involvement. 
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Figure 7: Overview of Danske Bank’s involvements in fintech. 

 
 

5.2 Spar Nord Bank 
Spar Nord is the fifth largest bank in Denmark (FSA, 2020) and has amassed roughly 400.000 private 

customers (Spar Nord, 2020a). In spite of its smaller size relative to others (e.g. Danske Bank and 

Nordea), Spar Nord have been involved in the second greatest number of fintech innovations, namely 

4. The following subsection will examine these innovations and the associated innovation models. 

 

5.2.1 Case 1: Subaio  

On the 29th of November, 2016, Spar Nord announced that it had invested in equity of the Danish 

fintech startup Subhub (later renamed Subaio). Subaio offers software for subscription management, 

similar to Minna Technologies. As such, Subaio can help users keep track of their subscriptions, 

negotiate better deals and cancel unwanted subscriptions (Zigler, 2016). The investment ultimately 

resulted in Subaio’s product being integrated into Spar Nord’s mobile banking application. As stated 

earlier, the cooperation between Spar Nord and Subaio involved a transfer of equity (Appendix 2). 

The direction of the innovation flow is outside-in, as the innovation was developed by Subaio and 

integrated into Spar Nord. Consequently, this innovation is a result of the innovation model corporate 

venture capital. 

 

5.2.2 Case 2: Young Money 

On the 10th of October, 2017, Spar Nord released a new product called “Young Money”, which is a 

special bank account built for children between the ages of 7-17. The bank account comes with a 
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debit card and a mobile banking app built particularly for children. The goal of Young Money is to 

offer a simplistic banking experience, which helps children understand the value of money and 

develop healthy spending habits (Spar Nord, 2017). While Young Money was eventually spun out 

into a separate organization that is fully owned by Spar Nord (Appendix 2), the original product was 

developed within the main organization. Therefore, the development of this fintech innovation is a 

result of internal innovation.  

 

5.2.3 Case 3: Optiilo 

Optiilo is a Danish fintech startup which offers a digital tool that simplifies many processes related 

to mortgages. For instance, the tool provides real-time calculations about whether a refinancing of a 

mortgage is a sensible decision. On the 30th of January, 2020, Spar Nord announced that they had 

engaged in strategic cooperation with Optiilo, with the purpose of making Optiilo’s digital tool 

available for Spar Nord’s customers (Spar Nord, 2020b). There is no transfer of equity involved in 

the cooperation (Appendix 2). The direction of the innovation flow is outside-in, as Spar Nord is 

integrating an externally developed fintech innovation. As such, this fintech innovation is based on 

an outside-in startup program. Typically, this model allows cooperation with many different startups 

simultaneously compared to other models (e.g. corporate venture capital), which generally involve 

fewer startups but more comprehensive cooperation. This is consistent with what we observe in Spar 

Nord, as it has adopted a similar cooperation with another Danish fintech startup, namely Kontolink. 

 

5.2.4 Case 4: Kontolink 

On the 5th of March, 2020, Spar Nord announced that it had engaged in cooperation with Kontolink, 

by offering Kontolink’s solution to its corporate customers. Kontolink is a Danish fintech startup 

which offers an automated solution for SMEs for collecting receipts and invoices and connecting 

them with the corresponding transactions in the SME’s corporate bank accounts. The transactions 

and the corresponding receipts are automatically exported to the SME’s accounting software. Among 

other things, this simplifies the process of creating financial statements (e.g. annual statement and 

quarterly reports (Spar Nord, 2020c). There is no transfer of equity involved in this cooperation 

(Appendix 2). Similar to the case of Optiilo, the direction of the innovation flow is Outside-In, as 

Kontolink has developed an innovation that Spar Nord has integrated in its product offering. Thus, 

this is another example of the use of the outside-in startup program innovation model. 
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5.2.5 Concluding remarks on Spar Nord 

Spar Nord has been involved in the second most innovations in fintech of any Danish incumbent 

bank, in spite of the fact that it is only the fifth largest bank in Denmark. Similar to Danske Bank, 

Spar Nord has not limited itself to one particular innovation model, as it has engaged in both internal 

innovation, corporate venture capital and an outside-in startup program. In the second phase of the 

analysis, the focus will be on determining the objectives and obstacles related to the innovation 

models that Spar Nord have engaged in. 

 

Figure 8: Overview of Spar Nord’s involvements in fintech. 

 
 

5.3 Saxo Bank 
Saxo Bank is the 8th largest bank in Denmark (FSA, 2020), although it is significantly different from 

other traditional Danish banks (e.g. Danske Bank). The difference resides in the fact that Saxo Bank 

does not offer traditional banking products such as current accounts and mortgages. Instead, Saxo 

Bank primarily targets traders and investors of stocks and bonds and has built its entire company 

around this (Saxo Bank, n.d.). As such, it is not uncommon for customers to use a traditional bank 

for their mortgages and Saxo Bank for investing purposes. Since fintech encompasses the entire 

financial industry, fintech innovation is also highly relevant within investing (Gomber et al., 2017). 

Saxo Bank has been involved in three different fintech innovations. In contrast to the aforementioned 

banks, Saxo Bank has only utilized one specific innovation model. The following model will explore 

this bank’s involvement in fintech innovation and the associated innovation model. 
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5.3.1 Case 1: Grandhood 

Grandhood is a fintech startup which offers a pension management solution for small and medium 

sized enterprises. Grandhood enables smaller companies to offer pension schemes to their employees 

in an easy and simple manner. Through a mobile application, the employees can keep track of their 

pension savings as well as the forecasted growth (Grandhood, n.d).  In early 2018, Grandhood 

announced that they had engaged in a cooperation agreement with Saxo Bank. The agreement allowed 

Grandhood to utilize Saxo Banks infrastructure and technology, which means that the end-users of 

Grandhood’s service are actually customers of Saxo Bank (i.e. the pension accounts are located in 

Saxo Bank’s system). For Saxo Bank, the purpose of this agreement is to attract more business. Since 

the trades of stocks and bonds involved in building the pension portfolios are conducted on Saxo 

Bank’s systems, this agreement increases the activity of Saxo Bank’s platform (Høie, 2018). In turn, 

this increases Saxo Bank’s revenue, as Saxo Bank charges a fee for each trade on its platform. It is 

found that there is no equity involved in this engagement (Appendix 2). Since Grandhood utilizes 

Saxo Bank’s technology and infrastructure, we classify the direction of the innovation flow as inside-

out. Based on these two parameters, the innovation model behind this cooperation is a platform-based 

startup program.  

 

5.3.2 Case 2: NORD.investments 

NORD.investments (NI) is a fintech startup which offers an investment management solution for 

individuals, similar to June by Danske Bank (Olesen, 2018). NI offers a questionnaire that anyone 

can use to determine their ideal risk profile and an accompanying investment portfolio. Once the 

investment portfolio is presented, individuals have the option to invest in the portfolio that NI 

recommends. If they wish to do so, they can open an investment account through NI. Once users 

transfer money to this newly created investment account, the money is automatically invested 

according to their investment portfolio. Following this, users can track the developments of their 

portfolio as well as other aspects of their investment through a mobile application. Similar to 

Grandhood, SB delivers the infrastructure and technology for NI’s fintech service. As such, customers 

that sign up for NI’s service are actually customers of Saxo Bank, and the trades of stocks and bonds 

are also conducted on SB’s platform. This increases the activity that occurs on SB’s platform, which 

is SB’s motivation for engaging in this cooperation (Olesen, 2018). There is no equity involved in 

this engagement either (Appendix 2). Similar to the case of Grandhood, the direction of the innovation 
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flow is inside-out, as NI is utilizing SB’s technology and infrastructure to offer its fintech service. 

Consequently, this innovation is a result of a platform-based startup program. 

 

5.3.3 Case 3: Lunar 

Lunar is a modern digital bank with no physical branches, often referred to as a challenger bank or 

neo bank. Lunar offers a free checking account along with a debit card and a mobile application, but 

its product portfolio is generally not as extensive as incumbent banks (Lunar, n.d.). For instance, it is 

not possible to obtain a mortgage through Lunar. Lunar offers stock trading through their mobile 

application, although the actual trades are conducted on Saxo Bank’s platform. This allows Lunar to 

offer this feature to its customers without having to develop the infrastructure for investing itself. For 

Saxo Bank, it means increased activity on their platform (Dengsøe, 2019). Like Saxo Bank’s other 

engagements, there is no equity involved here either (Appendix 2). Once again, the direction of the 

innovation flow is inside-out, as Lunar is utilizing SB’s technology and infrastructure to offer stock 

trading within their fintech offering. Therefore, this innovation is a result of a platform-based startup 

program.  

 

5.3.4 Concluding remarks on Saxo Bank 

Saxo Bank has been involved in three fintech innovations. In contrast to Danske Bank and Spar Nord, 

it has only used one particular model to engage with startups, namely a platform-based startup 

program. Saxo Bank has built a modern infrastructure, which is easily accessible through open API’s, 

which the fintech startups are able to take advantage of when building their own products. 

 

Figure 9: Overview of Saxo Bank’s involvements in fintech. 
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5.4 Nordea 
While Nordea is based in Finland, it has the second highest number of private Danish customers 

(Nordea, n.d), which is why it is included in this study, despite not being on the Danish Financial 

Supervisory Authority’s list of biggest Danish banks. Nordea has been involved in three Danish 

fintech innovations, through different innovation models. This subsection will present and categorize 

these innovations. 

 

5.4.1 Case 1: Subaio 

On the 1st of March, 2018, Nordea announced that it finalized an equity investment in the Danish 

fintech startup Subaio, which is also partly owned by Spar Nord, as established earlier. The goal of 

the cooperation is to integrate Subaio’s subscription management software into Nordea’s mobile 

banking application (Subaio, 2018). The direction of the innovation flow is outside-in, as it is 

Subaio’s innovation that Nordea has integrated into their product. As such, this is a case of the 

innovation model corporate venture capital. It is interesting to note that this is the first fintech startup 

that we observe that has cooperated with two different incumbent banks (Spar Nord and Nordea). 

 

5.4.2 Case 2: Nora 

On the 11th of October, 2018, Nordea launched Nora, which is a robo-advisor (Deloitte, 2015), similar 

to June and NORD.investments. It gives Nordea’s customers an easy and cheap way to invest their 

savings, particularly those who have no experience with investing. Nora was built without any 

involvement from fintech companies (Hedelund, 2018). Furthermore, there is no evidence that Nora 

was built in a new organization separate from the main organization of Nordea, as was the case with 

Danske Bank and its sub-organization MobileLife. As such, it is categorized as a case of internal 

innovation.  

 

5.4.3 Case 3: Crediwire 

On the 5th of October, 2019, Nordea announced that it had invested in equity of the Danish fintech 

startup Crediwire. Crediwire has developed a tool that helps SME’s manage their finances by 

providing intuitive graphical representations of key metrics, among other things (Nordea, 2019). 

Nordea’s goal with this investment is to offer Crediwire’s tool to Nordea’s corporate customers and 

offer its competences to help Crediwire expand into other countries. The direction of the innovation 



 43/89 

flow is outside-in, as Nordea is integrating Crediwire’s fintech innovation into its own product 

offering. As such, this is another example of corporate venture capital, as is also the case with Subaio. 

 

5.4.4 Concluding remarks on Nordea 

Nordea has innovated within fintech through both internal innovation and open innovation. In 

particular, the incumbent bank engaged in open innovation through the innovation model corporate 

venture capital, which it has done in two cases.  

 

Figure 10: Overview of Nordea’s involvements in fintech. 

 
 

5.5 Jyske Bank 
Jyske Bank is the second largest Danish bank (FSA, 2020) and has over 900.000 customers in 

Denmark (Jyske Bank, 2020). The bank has been involved in two cases of fintech innovation through 

one particular innovation model, which this part will elaborate on. 

 

5.5.1 Case 1: Spiir 

On the 14th of June, 2018, Jyske Bank launched a new version of its mobile banking application, 

which included an integration with the Danish fintech company Spiir (Jyske Bank, 2018a). The 

functionality of Spiir was introduced in Danske Bank’s case 5. Consequently, it will not be reiterated 

here. The cooperation between Jyske Bank and Spiir did not involve a transfer of equity (Appendix 

2). The direction of the innovation flow is outside-in, as Jyske Bank has integrated Spiir’s innovation 

into its own product. As such, the innovation model behind this fintech product is an outside-in 

Startup Program. 
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5.5.2 Case 2: Munnypot 

On the 20th of June, 2018, Jyske Bank launched a new product named Jyske Munnypot, which is a 

robo-advisor similar to Nora, June and NORD.investments. This product enables retail customers of 

Jyske Bank to invest in stocks and bonds in a simple manner, which does not require any previous 

knowledge. The product is a result of cooperation between Jyske Bank and the British fintech 

company “Munnypot” (Jyske Bank, 2018b). There is no transfer of equity involved in the cooperation 

(Appendix 2). The direction of the innovation flow is outside-in, as Jyske Bank is using Munnypot’s 

technological innovation to offer a new product to their customers. As such, the innovation model 

behind this cooperation is an outside-in Startup Program, similar to how Jyske Bank cooperates with 

Spiir. 

 

5.5.3 Concluding remarks on Jyske Bank 

Jyske Bank has chosen to approach fintech innovation through one innovation model only, namely 

by developing an outside-in startup program, where external innovation is insourced without a 

transfer of equity. This is in line with Jyske Bank’s overall strategy towards innovation within fintech, 

which is described by its managing director, Peter Schledt, in the following way: “We’re not going 

to be the ones who develop all of our services in-house. We’ll much rather be cherry picking powerful 

business solutions and create our own ecosystem of functionalities.” (Iversen, 2019). In light of this 

quote, Jyske Bank’s decision to stick strictly to an Outside-In Startup Program is logical. 

 

Figure 11: Overview of Jyske Bank’s involvements in fintech. 
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5.6 Nykredit 
Nykredit is the fourth largest bank in Denmark (FSA, 2020), although it has not been possible to 

determine its number of customers. Nykredit has been involved in one fintech innovation, namely 

Lunar, which is a digital bank. 

 

5.6.1 Case 1: Lunar 

For a description of Lunar, see Saxo Bank’s case 3. Until very recently, Lunar’s digital bank was 

merely an interface built on top of Nykredit’s existing banking infrastructure and technology. 

Although Lunar has recently obtained its own banking license and built a fully-fledged bank from 

scratch, this example of cooperation is still included as it is a relevant example of a fintech service 

which was made available through the involvement of an incumbent bank. In addition to providing 

infrastructure and technology, Nykredit also invested in equity of Lunar Way A/S, the company 

behind Lunar (Appendix 2). The direction of the innovation flow is inside-out, as Nykredit supplies 

the technology and infrastructure for Lunar. Consequently, this fintech innovation is the result of the 

innovation model incubation approach. However, this example of corporate incubation is different to 

Danske Bank’s use of corporate incubation. Danske Bank spun a new organization out of its main 

organization (MobileLife), while Lunar is an external startup. Consequently, the idea that Lunar is a 

result of corporate incubation is debatable. However, as it is the innovation model that resembles this 

type of cooperation most, we stick to this categorization.  

 

Figure 12: Overview of Nykredit’s involvement in fintech. 

 
 

5.7 Arbejdernes Landsbank 
Arbejdernes Landsbank is the sixth largest incumbent bank in Denmark (FSA, 2020), and has 

nearly 300.000 customers (Arbejdernes Landsbank, 2019). The bank has been involved in one 

fintech innovation, which will be explored in this subsection. 
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5.7.1 Case 1: AL Lommepenge 

On the 5th of December, 2018, Arbejdernes Landsbank launched a new app called AL Lommepenge 

(the Danish word for allowances) (Arbejdernes Landsbank, 2018). The functionality and purpose of 

this app is highly similar to Spar Nord’s Young Money (section 5.2.2). While Spar Nord developed 

Young Money through internal innovation, AL Lommepenge is a result of cooperation with the 

Danish fintech startup MyMonii. In particular, AL Lommepenge is a branded version of MyMonii’s 

application. As such, the direction of the innovation flow is outside-in, as Arbejdernes Landsbank has 

insourced the technology to extend its own product offering (Lindersgaard, 2018). No equity was 

involved in this instance of cooperation (Appendix 2). As such, the innovation model behind AL 

Lommepenge is an outside-in startup program. This is the only fintech innovation that Arbejdernes 

Landsbank has been involved in. 

 

Figure 13: Overview of Arbejdernes Landsbank’s involvement in fintech. 

 
 

5.8 Conclusion of Phase One 
The findings presented in this section show that 7 out of 10 Danish incumbent banks have engaged 

in innovation within the fintech space. In total, these 7 banks have been involved in 21 fintech 

innovations, although their involvements have vastly different characteristics. A complete overview 

of these fintech innovations can be found in appendix 2. The presentations and categorizations of the 

innovations show the stark difference in the scope of fintech innovation, which includes modern and 

digital approaches to banking, investing, real estate and much more.  This conclusion will deal with 

these findings in detail, by looking at various patterns and themes that have emerged from this 

analysis. In particular, this conclusion will look at whether banks typically innovate alone or with 

others (i.e. internal or open innovation), which types of open innovation that are common as well as 

how many models of open innovation that each bank employs. Ultimately, these findings are summed 

up in a number of graphical representations of the data, which provides an easily understandable and 

interpretable overview of the innovations. 
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5.8.1 Closed or Open Innovation? 

Initially, the incumbent banks’ efforts can be classified based on whether or not they were the result 

of cooperation with a fintech startup. In total, it is found that 16 out of 21 innovations involved 

cooperation with a fintech startup. Consequently, the remaining five efforts are a result of internal 

innovation or corporate incubation without an external startup. As such, cooperation seems to be the 

preferred method of approaching innovation by incumbent banks. This is in line with the 

aforementioned quote by Schledt, the managing director of Jyske Bank, who noted that the bank 

would rather “cherry-pick” the ideal partners than building everything itself (Iversen, 2019). The fact 

that open innovation far outweighs closed innovation, at least in terms of quantity, emphasizes the 

importance of cooperation within innovation management. This is in line with the findings of Drasch 

and colleagues (2018, p. 36), who found that, “considering the number of cooperations, it is 

understood and instituted as an eligible strategy for promoting innovation.” Thus, this indicates that 

the ubiquity of bank-fintech cooperation is not unique to the Danish fintech ecosystem. Rather, it 

appears that it is merely one example of an international tendency. 

 

Figure 14: Amount of closed innovation vs open innovation 

 
 

5.8.2 Which innovation model? 

If we focus on cooperation, it is interesting that the incumbent banks cooperate with fintechs in several 

different ways. Weiblen and Chesbrough (2015) presented four different models of engaging with 
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startups, and our analysis identified examples of all four models. However, some models of 

cooperation are definitely more popular than others. The analysis revealed that the most utilized forms 

of cooperation are what Weiblen and Chesbrough identify as the modern models, which do not 

involve equity. To summarize, the two different modern models are platform-based startup program 

and outside-in startup program. These two models differ in regard to the direction of the innovation 

flow. The outside-in startup program was utilized in six instances of cooperation, while the platform-

based startup program was utilized in 5 instances of cooperation. After this, the traditional innovation 

model corporate venture capital was utilized in four different instances, by three different incumbent 

banks. Finally, the other traditional model, corporate incubation was used in three instances, although 

only with the involvement of an external fintech startup in one case. It is not surprising that there are 

more instances of innovation based on the modern models, as these models can typically 

accommodate more startups at a given time, due to their more lightweight governance processes 

(Weiblen & Chesbrough, 2015). Furthermore, these models are cheaper in the short-term, since they 

do not require the corporate to invest in equity. This may also help to explain why we identify more 

occurrences of the modern innovation models. 

 

Figure 15: Pie chart illustrating the usage of the five employed different innovation models. 

 
 

5.8.3 Is less more? 

Another noteworthy aspect of the innovation models is whether an incumbent bank chooses to focus 

on one model in particular or use a more diverse palette of innovation models. In this regard, the 

incumbent banks differ highly as well. At one end of the spectrum are the banks that solely focus on 
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one particular model. One perfect example of this is Saxo Bank, which has only engaged in 

cooperation through a platform-based startup program, where the bank allows fintech companies to 

use Saxo Bank’s technology and infrastructure. Danske Bank and Spar Nord are located at the other 

end of the spectrum, as these two banks have employed three different models of innovation. There 

is no evidence suggesting that fewer or more models are preferable, and Weiblen and Chesbrough 

(2015) also emphasize that the different innovation models are not mutually exclusive, as the different 

models typically have different goals. The second phase of the analysis will discuss this further, as 

the interviews with the incumbent banks will help illuminate the decisions related to the choice of 

models. 

 

To sum up, the incumbent banks innovate through open innovation in the majority of cases, which 

appears to be a global tendency in the financial sector. While the banks have innovated using nearly 

all innovation models, except for acquisitions, the modern innovation models (platform-based startup 

program and outside-in startup program) are the most commonly used models. While there is nothing 

inherently negative about employing many different innovation models, the banks should ensure that 

they are doing this because the different models serve different purposes. Among other things, the 

second phase of the analysis will explore whether this is the case.  
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6 Analysis – Phase Two 
This phase of the analysis will build upon the previous phase, by exploring the objectives and 

challenges related to the innovation models behind the fintech innovations that Danish incumbent 

banks have been involved in. Three semi-structured interviews with high-ranking individuals of 

Danish incumbent banks will serve as the empirical foundation for this section. Initially, the 

objectives related to the incumbent banks’ involvement in fintech will be explored, which allows us 

to examine why the incumbent banks innovate in the ways that they do. This is a major step towards 

being able to provide a fulfilling answer to the main research question of this paper. Following this, 

the challenges will be explored. In some cases, the objectives and challenges are directly related to 

one particular innovation model, whereas in others, they are related to the incumbent banks’ 

involvement with fintech innovation in general. It is important to note that the labels that are presented 

for the particular objectives and challenges are the author’s interpretation of what the interviewees 

present. Consequently, the labels do not necessarily use the wording of the interviewees. 

 

6.1 Objectives 
In combination, the three incumbent banks that have been interviewed have been involved in fintech 

innovation through five of the six models of innovation, namely: 

 

i. Internal Innovation 

ii. Corporate Venture Capital 

iii. Corporate Incubation 

iv. Platform-Based Startup Program 

v. Outside-In Startup Program 

 

The identified objectives will be presented in relation to the specific innovation model that it belongs 

to, if applicable. Since several of the interviewed incumbent banks have engaged in multiple models 

of innovation, they did not always have specific objectives for each of the innovation models. Rather, 

the objectives were related to their involvement in fintech innovation in general. However, one of the 

interviewed incumbent banks has only employed one particular model of innovation, namely the 

platform-based startup program. As such, this allows us to assess the objectives related to this 

particular model. 
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6.1.1 Platform-Based Startup Program  

IB1 engaged in fintech innovation through this particular innovation model only. Consequently, all 

of this incumbent bank’s objectives are related to this model. The first objective that was presented 

is labelled commercial gains. This objective is derived from the following quote: 

 

“I haven’t really been able to do deals because strategically it’s a good idea. It’s not 

really paying any bills, or maybe it’s even costing us money, but we should do it 

because strategically it is the best thing to do. We haven’t really done any of those 

deals. All of the deals I have worked on are based on an approved business case.” 

(Appendix 3) 

 

This statement is interesting, as it implies that each instance of cooperation must be based on a 

business case and generate a profit for the company.  

 

Another objective related to this particular innovation model is labelled monitoring of fintech 

innovations. This objective was presented by IB1 and describes the idea that the platform-owner is 

exposed to new startups and new technologies when these startups use the platform. Furthermore, 

detailed information about the performance of these fintech startups and their innovations can be 

examined. The following quote describes this situation perfectly: 

 

“What we see in these fintechs that we are either dealing with […] producing products 

and services that, a lot of the time, we are not even doing ourselves yet. Some of them 

we would like to do. Some of them maybe we don’t want to do. We get exposed to them, 

because we have to partner with them. Not only do we partner with them, we’ve also 

done financial modelling of them. So I know before anyone else in the market what 

potential revenue is to come from this potential product or service.” (Appendix 3).  

 

As the quote shows, cooperation with fintech startups gives IB1 access to information that it would 

otherwise not have been able to retrieve. In particular, IB1 stresses that it is the ability to see the 

performance of certain innovations that is particularly valuable, rather than merely being exposed to 

the existing innovations (Appendix 3). This information has been used to guide internal decision 
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making about resource allocation, which makes this information highly valuable for the incumbent 

bank. 

 

6.1.2 Corporate Venture Capital 

IB2 and IB3 have both engaged in corporate venture capital. Interestingly, they both describe two 

specific objectives behind this particular model of innovation, which we label ensuring survival of 

startup and gaining influence in startup. The first label, ensuring survival of startup, is derived 

from the following quotes: 

 

Incumbent bank Quote 

IB2 We invest in startups to ensure that there are sufficient funds to solve the 

project (Appendix 4). 

IB3 If we throw 20-30-40 million DKK into a company […], then we are certain 

that the company survives, because it would be a disaster for us if one of these 

companies go bankrupt in three years (Appendix 5). 

 

In contrast to other innovation models (e.g. both types of startup programs), CVC involves an initial 

transfer of capital from the corporate to the startup. Usually, this is a significant amount of capital, 

which can help the startup survive even if it has not reached a maturity level where it turns a profit 

yet. Consequently, the capital provided by the incumbent banks decreases the chances of the startup 

going bankrupt.  

 

The label influence in startup is derived through the following statements: 

Incumbent bank Quote 

IB2 If we make an investment, we try to figure out how we can put meaningful 

people in the board of the company, in order to help guide the company 

(Appendix 4). 

IB3 When we invest in a startup, then we have our finger on the pulse. It makes it 

easier to get projects through (Appendix 5). 

 

From these two quotes, it can clearly be observed that engaging in CVC is a way of gaining influence 

in a startup, which is also identified by Weiblen and Chesbrough (2015). Thus, it appears that the 
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innovation model corporate venture capital is used when the incumbent bank wants to guide an 

external startup in a specific direction. 

 

6.1.3 Objectives in general 

IB2 and IB3 have both engaged in multiple innovation types. In addition to the specific objectives 

that are tied to certain innovation models, there are also objectives which are related more to their 

fintech involvement in general. For instance, IB2 noted that its general objectives within fintech 

innovation are the same as every other department of the bank, namely: 

 

i. Commercial gains 

ii. Customer acquisition and retention 

iii. Efficiency improvement 

 

While simple in nature, these three objectives encompass nearly every thinkable reason for engaging 

in innovation. In the discussion section, we will examine the implications of the unspecific nature of 

these objectives. 

 

IB3 is in a similar situation, albeit with another layer of complexity. Due to the sheer size of the 

incumbent bank, innovation is decentralized across the entire organization, meaning that there is not 

one particular department that are responsible for this incumbent bank’s fintech involvement. 

Furthermore, there are no overarching objectives that span across several divisions. The interviewee 

describes the situation in the following way,  

 

”This heavily depends on the particular business area, because it must be relatively decentralized in 

a company of our size. Because if we make an overarching strategy which says, “it can do everything, 

and everything has to fit into these boxes” then we are removing the agility that we are aiming for.” 

(Appendix 5)  

 

However, he still points towards one element that he describes as a guiding principle, namely that 

“whatever the bank does, it has to make sense for the customers” (Appendix 5). This essentially boils 

down to customer satisfaction, which can be interpreted as an objective, albeit a more unspecific 

objective compared to those of IB1 and IB2. Apart from this, no objectives are presented. 
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6.1.4 Conclusion of objectives 

While the three banks have engaged in all 5 models of innovation, the author only identified two 

innovation models with particular objectives tied to them, namely corporate venture capital and the 

platform-based startup program. The objectives related to corporate venture capital are ensuring 

survival of startup and gaining influence in startup, and the objectives related to a platform-based 

startup program are commercial gains and monitoring of fintech innovations. In addition to this, a 

number of objectives were identified that were not associated with a particular innovation model but 

to the incumbent banks’ involvement in fintech innovation in general. These objectives are 

commercial gains, customer acquisition and retention, efficiency improvement and customer 

satisfaction. While it may initially seem like a limitation of the sample size that specific objectives 

have not been found for four of the six innovation models, it appears to be a symptom of a lack of 

focus in the banks’ articulation of objectives rather than a limitation of this paper. This idea will be 

discussed in length in section 7. Furthermore, the various implications and dilemmas related to these 

objectives will be discussed. 

 

Figure 16: Overview of the identified objectives. 

 
 

6.2 Challenges 
As the latter part of our main research question illustrates (which challenges are they facing?), we 

are also interested in determining the challenges related to the incumbent banks’ innovative efforts, 
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which will be done in this subsection. Similar to the analysis of objectives, the identified challenges 

will be tied to a particular innovation model if applicable. 

 

6.2.1 Corporate Venture Capital 

Two of the three interviewed incumbent banks have engaged in CVC, although only IB3 directly 

associated a challenge with this particular innovation model. The identified challenge is labelled 

valuation disagreements, which refers to the challenge of determining the appropriate value of a 

startup when investing in equity. IB3 notes that many startups have an idea that “the banks have 

plenty of money” (Appendix 5), which makes them seek a higher valuation than the banks are willing 

to give. Thus, the two parties must find common ground if an investment is to happen.  

 

6.2.2 Corporate Incubation 

IB3 is also the only interviewed incumbent bank which has engaged in Corporate Incubation. In 2014, 

IB3 created a subsidiary which was located away from the main organization, with different rules, 

structures and procedures. The goal of this subsidiary was to develop modern fintech products. In the 

interview with IB3, the main challenge associated with this subsidiary was discussed. 

 

This challenge is labelled resource intensiveness and refers to how senior management expected a 

higher adoption rate for the fintech products launched by the subsidiary due to the high costs of 

developing the products (Appendix 5). The high expectations arose from the fact that the IB had 

already launched one highly successful fintech product, which was the catalyst behind the creation 

of the subsidiary. Thus, when each product costs “100m DKK” to develop (Appendix 5), it is natural 

to have high expectations towards the performance of this product. However, if “you don’t see the 

same adoption rate” (Appendix 5) these expectations do not match reality. In the words of IB3, “I 

think this is when we realized that innovating ourselves may not be the best approach.” (Appendix 

5). 

 

6.2.3 Platform Based Startup Program 

While two of the three incumbent banks have engaged in a platform-based startup program, only IB1 

identified a challenge specifically related to this innovation model, namely unrealized expectations. 

The following excerpt from the interview with IB1 describes this challenge perfectly: 
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“Yeah. What I do in regard to running a business that collaborates with fintechs commercially is 

objectively very similar to running a venture capital firm. And I am not a VC, and IB1 is not a venture 

capital firm. Like that is not our core competencies. So for example we’ve often found ourselves in 

the situation where we have invested a lot of time and effort and money in some cases where, you 

know, the projects just haven’t generated value according to the business plan that was set and agreed 

on.” (Appendix 3). 

 

While a platform-based startup program is a lighter model compared to other innovation models (e.g. 

corporate venture capital), there are still many tasks associated with using this innovation model, as 

evident from the quote. As such, it is highly problematic if the startup does not grow as expected, as 

this alters the business case that the instance of cooperation was built around. 

 

6.2.4 Cooperation in general 

A number of challenges that we have identified are related to cooperation in general, although not to 

a particular innovation model within cooperation. As such, these challenges are not applicable to 

internal innovation. 

 

One of the identified challenges is labelled changing teams and refers to the setbacks that occur 

when staff from either the IB or the startup switch jobs to other companies. This challenge is presented 

by the representative from IB3, who reckons that losing key members that were involved in a project 

can prolong the development phase of the project by “4-6 months” (Appendix 5).  

 

Another challenge related to cooperation presented by IB3 is labelled misaligned time-horizon, and 

refers to how startups and corporates often have different expectations towards the time it takes from 

the establishment of an agreement till the cooperation comes to fruition, resulting in the launch of a 

product. The IB3 representative notes that the time is often influenced by the amount of “stakeholders, 

risk and compliance needed to get to the other side” (Appendix 5). Incumbent banks tend to face more 

regulation and have more extensive internal compliance and risk management procedures in 

comparison to startups, which could explain the differences in expectations between these two parties. 

 

An additional challenge presented by IB2 is labelled lack of uniformity in startups, and concerns 

the challenges related to the startups being vastly different in relation to a number of parameters, such 
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as “the team, the idea, its execution, proof of concept etc.” (Appendix 4). This means that IB2 cannot 

simply use a formula to determine whether it should cooperate with a startup, as seen from the 

following quote, “It has not been simple enough to just use a formula.” (Appendix 4). Consequently, 

a lot of resources go into screening the startups and determining whether cooperation is interesting, 

since this is done on a case-by-case basis. 

 

This is somewhat related to another challenge presented by IB2 which also concerns resources. We 

label this challenge limited resources. In particular, this represents the challenge related to 

cooperating with the right startups, since resource constraints naturally limit the number of deals that 

can be made (Appendix 4). As such, it is critical that the deals that are made have good results. On 

the one hand, limited resources ensure that the incumbent bank only engages in the most promising 

deals, which arguably increases the chances of successful cooperation. On the other hand, it may also 

cause the IB to miss out on deals that would have been beneficial. 

 

6.2.5 Conclusion of challenges 

In this part, 6 different challenges were presented. In particular, two of the challenges are related to a 

particular model of innovation, whereas the remaining four are related to cooperation in general. The 

challenge valuation disagreements is associated with corporate venture capital, resource 

intensiveness is associated with corporate incubation and unrealized expectations is associated with 

the platform-based startup program. Finally, changing teams, misaligned time-horizons, lack of 

uniformity in startups and limited resources are related to cooperation in general. Following the 

identification of these challenges, section 7 will discuss these challenges in depth. 
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Figure 17: Overview of challenges 

 
 

6.3 Conclusion of Analysis 
In this subsection, the conclusions from both phases of the analysis is introduced. In the first phase 

(section 5), it was discovered that Danish incumbent banks have been involved in 21 innovations in 

fintech. An external fintech startup was involved in the innovation in 16 of the 21 cases, while the 

remaining five innovations were results of internal innovation or corporate incubation without an 

external startup. The categorization of the innovation models behind each innovation revealed that 

the outside-in startup program was used in six instances of innovation and that the platform-based 

startup program was used in five instances. Furthermore, corporate venture capital was used in four 

instances, while corporate incubation and internal innovation were used in 3 instances each. In the 

second phase of the analysis, we examined the objectives and challenges related to the different 

innovation models. However, in some cases it was not possible to associate an objective or challenge 

to a particular innovation model. The results of the examination of objectives and challenges are 

summarized in figure 16 and 17.  

 

With the overview and categorization presented in section five as well as the identification of 

objectives and challenges presented in this section, we take a major step towards being able to answer 

the research question of this paper: How and why are Danish incumbent banks innovating in the 

fintech industry, and which challenges are they facing? In particular, section five examined how 

Danish incumbent banks innovate, while this section has examined why they are innovating as well 

as the challenges associated with innovating. However, there are still a number of interesting 

perspectives that must be explored before we can present a complete answer to the research question.  
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7 Discussion 
This section will draw upon the findings of the two phases of the analysis in order to discuss a number 

of themes that have emerged. The main purpose of this section is to substantiate the findings and 

discuss them from new perspectives, which ultimately allows us to provide a more valuable answer 

to the research question. First, we critically assess the identified objectives and challenges. Second, 

we discuss the lack of clearly articulated objectives in relation to the employed innovation models. 

We illustrate the importance of objectives by discussing how different objectives can lead to 

incentivizing either incremental or radical innovation. Third, we show how there has been a transition 

from closed to open innovation. Fourth, we discuss the relationship between the threat of losing 

market share and the transition to open innovation. Finally, we discuss how this thesis contributes to 

the overall literature on fintech and innovation management.  

 

7.1 A Deeper Look at Objectives 
In section 6.1, we examined the objectives related to the incumbent banks’ fintech innovations. In 

particular, it was noted that only two of the five employed innovation models had specific objectives 

associated with them. Consequently, we are interested in taking a critical look at the incumbent banks’ 

objectives, to examine whether the identified objectives lead to optimal outcomes. Siegel and 

colleagues (1988) have determined that the lack of a clear mission can have a destructive impact on 

the relationship between a corporate and a startup, which definitely solidifies the importance of 

objectives. As noted earlier, there are no inherent issues with employing several different innovation 

models simultaneously (Weiblen & Chesbrough, 2015), as different models serve different goals. For 

instance, corporate venture capital can be used to gain insights and influence, while an outside-in 

startup program can be used to enhance product innovation (Weiblen and Chesbrough, 2015). 

However, it is quite noteworthy that several of the identified objectives are general objectives (i.e. 

not related to a particular innovation model). Furthermore, several of the objectives are not even 

related to the incumbent banks’ innovation efforts specifically. Instead, they are simply the general 

objectives of the banks’ overall operations.  

 

The two innovation models corporate venture capital and the platform-based startup program are the 

only two models with objectives directly associated with them. In particular, corporate venture capital 

was used with the objective of ensuring survival of the startup and gaining influence in the 
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startup. The platform-based startup program is used for commercial gains and to monitor fintech 

innovations. Consequently, objectives directly associated with internal innovation, corporate 

incubation and the outside-in startup program are not observed. 

 

The idea of ensuring survival and gaining influence in startups using corporate venture capital is 

logical, as CVC involves acquiring ownership of the startup (influence), which gives the startup 

capital (survival). As such, there is a direct relationship between these objectives and the employed 

innovation model. The same is not the case for the objectives tied to platform-based startup program, 

as these could easily be applied to any of the other models that involve cooperation. In fact, the 

objective commercial gains may even be better suited to either corporate venture capital or corporate 

incubation, as Weiblen and Chesbrough (2015) have identified financial returns as one of the main 

goals of these two models, but not for the platform-based startup program. This discrepancy between 

the objectives and the employed innovation model likely resides in the reasoning behind choosing 

the platform-based startup program, which can be found in the following excerpt of the interview 

with IB1: 

 

“They largely came from our existing wholesale business. So for simplicity reasons we 

had two primary business lines. A business line where we dealt directly with clients, 

whether they were retail clients or professional clients. And a business line where we deal 

indirectly with retail clients, meaning we deal through another business. So we had 

established that business in 2001 and that made up approximately (red.) of our top line 

revenue. So when we decided to focus on fintech, we were trying to distill the exact same 

philosophy that we used to focus on those types of clients, to focus on the modern financial 

technology companies.” (Appendix 3). 

 

As evident from the excerpt, the innovation model was chosen mainly for historical and simplicity 

reasons, in lieu of a critical assessment of which innovation model is most appropriate for IB1’s 

objectives. Thus, it is deemed inappropriate to present these objectives as being directly related to 

this particular innovation model. This leads to the following figure (a revision of figure 16), which 

illustrates the direct relationships between objectives and innovation models based on the 

considerations of this section. 
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Figure 18: Direct relationships between objectives and innovation models 

 
 

With this in mind, it appears that only one of the five employed innovation model has been chosen 

as a direct result of the corporates’ objectives. This is not an ideal situation, as Weiblen and 

Chesbrough (2015) note that, ”they should be clear of what they want to get out of their engagement 

with startups—the corporation’s strategic goals should determine the right model(s) of engagement 

they employ in working with startups.” As such, it appears to be the case that many of the innovation 

models behind the instances of cooperation are chosen almost arbitrarily, rather than as a direct result 

of the strategic objectives of the corporate. This idea is supported by the following answer by IB2, 

when asked whether the bank has had any specific objectives related to its engagement with startups, 

“not apart from the overall objectives of the corporation.” (Appendix 4). The fact that a highly specific 

type of cooperation does not have any specific objectives apart from those that are applicable 

anywhere in the bank supports the idea that there is not coherence between the employed innovation 

models and the objectives of the bank in many cases. In the conclusion of the previous phase of the 

analysis, we discussed whether using several different innovation models is inherently problematic. 

The conclusion was that it is fine, as the different innovation models serve different purposes. 

However, it appears that the incumbent banks are not clear about the objectives of these different 

innovation models, which makes the use of several different innovation models less ideal than if there 

were clear objectives tied to each innovation model. The idea that outcomes of innovative efforts is 

influenced by objectives is supported by Arnold and colleagues (2010). One could even hypothesize 

that it is a symptom of a general lack of direction in how the incumbent banks approach innovation. 

However, this idea needs to be explored further before anything of value can be said about it.  



 62/89 

 

7.2 Incremental vs Radical Innovation 
The importance of aligning objectives with desired outcomes can be illustrated perfectly by looking 

at how the objectives of the incumbent banks can incentivize either incremental or radical 

innovation. This will be done in the following part, by looking at the objectives of each bank 

separately. 

 

7.2.1 Incumbent Bank 1 

In the previous section, we identified commercial gains and monitoring of new technologies as the 

objectives of IB1. In particular, IB1 noted that all of its cooperative efforts are based on “approved 

business cases” (Appendix 3). This is an interesting notion, given that the high uncertainty of radical 

innovations means that it is extremely difficult to make any accurate projections about the business 

case (McDermott & O’Connor, 2002). Of course, there must be a belief that the net present value will 

ultimately be positive, but typical financial projections are inherently problematic for radical 

innovations, in large due to the uncertainty related to the market (McDermott & O’Connor, 2002). 

Furthermore, since customers typically do not recognize their demand for radical innovations before 

they are developed (Garcia & Calantone, 2002), customer analysis is unlikely to yield any valuable 

results that can provide certainty of the business case of a radical innovation. In contrast to this, 

incremental innovations are targeted at specific markets that already exist, which means that customer 

analysis is likely to increase the accuracy of projections and provide results that are immediately 

useful in determining the profitability of a new cooperation (Ali, 1994). Thus, we argue that basing 

innovation efforts on approved business cases may incentivize incremental innovation rather than 

radical innovation. The second objective, monitoring of new technologies, is largely unrelated to 

this debate, as it is a benefit of engaging in cooperation rather than an objective that guides decision-

making. As such, the only implication related to this objective is that the technologies that are 

monitored are more likely to be incremental than radical.  

 

7.2.2 Incumbent Bank 2 

IB2’s objectives for engaging in fintech innovation are commercial gains, customer acquisition 

and retention and efficiency improvement (Appendix 4). We just discussed the role of commercial 

gains in terms of its influence on whether or not incremental or radical innovation is incentivized. As 
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such, what was previously discussed also applies here. Consequently, we will focus our discussion 

on the two remaining objectives. 

 

Customer acquisition and retention is particularly interesting. Initially, it may be perceived as 

being customer-driven, which can tend to incentivize incremental innovation, due to customers’ 

inability to articulate their problems and associated solutions (Slater et al., 2014). However, upon 

further inspection, this is not necessarily the case, as there is nothing to imply that these parameters 

are based on customer analysis. Instead, they may come from inside the main organization. For 

instance, O’Connor and Veryzer (2001) discuss the role of market visioning in developing radical 

innovations. Market visioning is the idea that it is possible to identify the benefits of a new technology 

in the context of a market that does not exist yet. Accordingly, one can imagine a scenario where an 

employee of IB2 employs market visioning to present how a given idea may attract new customers 

or cause current customers to stay at the bank. Consequently, this objective is not necessarily a hurdle 

for radical innovation. Of course, it can be speculated that this objective still incentivizes incremental 

innovation, as its impact on customer acquisition and retention will likely be more certain and 

measurable compared to radical innovation. However, we have no evidence that this is the case. As 

such, we do not propose that this particular objective favors either innovation type. This conclusion 

is supported by the findings of Arnold and colleagues (2010), who found that customer acquisition 

enhances radical innovation and hinders incremental innovation, while the opposite is true of 

customer retention. As such, this objective, which is a combination of both, is not considered to 

incentivize a particular innovation type. 

 

The last objective of IB2 is efficiency improvement. In a study of incremental versus radical 

innovation, O’Connor and Veryzer (2001) define radical innovation as a product that can offer a 5-

10x improvement in performance or reduce costs by at least 30%. In turn, anything that does not 

satisfy these requirements is an incremental innovation. The reason for highlighting this study is that 

efficiency improvements can arise from both incremental and radical innovation. Since we do not 

have knowledge concerning how much an idea must improve efficiency to be considered for 

development, we are not able to draw any conclusions about whether this objective incentivizes 

incremental or radical innovation.  
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In conclusion, while one of IB2’s objectives clearly incentivizes incremental innovation, the two 

remaining objectives do not incentivize either type of innovation. Thus, since it is not assumed that a 

product must satisfy all three objectives, the objectives are not considered to directly hinder radical 

innovation, when considered in combination. However, if the incumbent bank wants to tip the scale 

so the objects directly favor radical innovation, the objectives should be reconsidered. However, 

focusing on radical innovation exclusively is not necessarily preferable. In fact, large companies 

should strive for ambidexterity, and engage in both exploitation (incremental innovation) and 

exploration (radical innovation) (Tushman & Reilly, 1996). Of course, it has to be noted that in 

addition to objectives, there are a number of other factors that also influence companies’ capabilities 

to develop radical innovations (e.g. organizational culture and senior leadership) (Slater et al., 2013). 

However, these topics are beyond the scope of this paper. 

 

7.2.3 Incumbent Bank 3 

As explained in the previous section, the size of IB3 means that its fintech innovations are 

decentralized across the entire organization. Consequently, each division has its own objectives, 

which we are not able to assess (Appendix 5). However, one overarching objective was identified 

from the interview, namely customer satisfaction. This is an interesting objective, which leads us 

back to the discussion of whether listening to customers excessively can be harmful, since customers 

are arguably not able to articulate their needs (Slater et al., 2014). Thus, this could lead to a conclusion 

that IB3’s main objective incentivized incremental innovation. However, it also depends on how the 

statement is interpreted. On the one hand, it could be interpreted as meaning that they listen to 

customers and innovate according to their needs, which would favor incremental innovation. On the 

other hand, it could mean that they do what they believe is best for their customers, without only 

basing this on customer feedback. For instance, a customer may end up being highly satisfied with a 

radically innovative product, even if the customer had not envisioned that they needed this product. 

As such, we are not able to make any conclusions about whether IB3’s objectives incentivize a 

particular type of innovation, based on this objective alone. 

 

In conclusion, IB1’s focus on commercial gains incentivizes incremental innovation, due to the 

uncertainty involved in making financial projections related to radical product innovation. IB2’s 

multiple objectives incentivize ambidexterity, by having objectives that incentivize both incremental 

and radical innovation. A perfect example of this is the objective customer acquisition and 
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retention, as customer acquisition incentivizes radical innovation and customer retention incentivizes 

incremental innovation. Finally, not enough information has been gathered to make any meaningful 

conclusions about the objectives of IB3. The considerations presented in this subsection clearly 

illustrate how different objectives can influence the innovative outcomes, which confirms the 

problems related to not having clear objectives, which was explored in section 7.1. 

 

7.3 A Deeper Look at Challenges 
In this part, a critical examination of the identified challenges will be presented. Initially, we will 

discuss the challenges in relation to the particular innovation models that they are associated with. 

The purpose of this is to determine whether there is a direct link between the challenges and the 

innovation models (i.e. if the challenge is a result of the employed innovation model), similar to what 

was done in section 7.1 with the objectives. The reason for doing this is to ensure that we do not 

mistakenly associate a general challenge to a specific innovation model (e.g. because an incumbent 

bank has only engaged in one innovation model). 

 

Association 

We identified that three of the five employed innovation models had challenges associated with them. 

However, this is not equivalent to the challenge arising as a result of the innovation model. In this 

section, we are interested in determining which of the identified challenges occur as a result of the 

employed innovation model, as this gives a fairer assessment of each innovation model.   

 

The challenge valuation disagreements is identified as being linked with corporate venture capital. 

Valuations are only relevant when a transfer of equity is involved, which means that this challenge 

can only arise in the two traditional innovation models, corporate venture capital and corporate 

incubation (Weiblen & Chesbrough, 2015). Furthermore, corporate incubation typically involves a 

corporate creating a new organization which is fully owned by the corporate from its inception, which 

means that valuations are not relevant for this innovation model either. As such, we conclude that the 

challenge valuation disagreements is a direct result of corporate venture capital. 

 

The challenge resource intensiveness is identified in relation to corporate incubation, due to the high 

costs of developing the fintech products, which the representative of IB3 estimated were around 100 

million DKK for each product (Appendix 5). However, corporate incubation is not the only 



 66/89 

innovation model that involves the corporate developing the innovation itself. This is also the case 

for the platform-based startup program, which can be determined by looking at the direction of the 

innovation flow, which is inside-out. Furthermore, internal innovation obviously also includes the 

corporate developing the innovation without cooperation. Accordingly, the challenge resource 

intensiveness is extrapolated to also apply to these two innovation models. 

 

The challenge unrealized expectations was identified in relation to the platform-based startup 

program. However, there is nothing to suggest that this challenge is limited to this innovation model. 

The inherent uncertainty associated with startups means that it is highly difficult to accurately forecast 

the results of the cooperation. Furthermore, the startup may present unrealistic projects of its future 

growth. As a result, unrealized expectations can occur in all four cooperation-based innovation 

models. 

 

These considerations allow us to revise our existing overview of the challenges to properly reflect the 

extrapolated relationships between the innovation models and the challenges. This is illustrated in 

figure 19 (a revision of figure 17). Of course, it must be noted that what we are presenting is still 

research at an early stage. As such, we encourage future research to test these propositions with a 

larger sample size. 

 

Figure 19: Direct relationships between challenges and innovation models. 
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7.4 From Closed to Open Innovation 
From both phases of the analysis, it can be observed that open innovation (through different 

innovation models) is more prominent than closed innovation. In particular, there seems to have been 

a transition in the way that the incumbent banks engage in innovation. In this section, we examine 

this trend by initially providing evidence for its existence, followed by a discussion of why this is 

happening. Finally, we discuss the fact that none of the incumbent banks have engaged in acquisitions 

of fintech startups. The purpose of examining this is to get a clearer overview of “why” incumbent 

banks innovate as they do, which is related to our main research question. 

 

From the first phase of the analysis, we determined that six out of ten incumbent banks in Denmark 

have engaged in fintech innovation. Of these six incumbent banks, four of them have engaged in 

fintech innovation solely through cooperation. In addition to this, the two incumbent banks that have 

historically engaged in internal innovation have solely innovated through cooperation in 2018, 2019 

and 2020. As such, our data definitely suggests that the financial industry is undergoing a transition 

from closed to open innovation, at least by those companies that are innovating in the first place. For 

instance, IB1 initially innovated through corporate incubation, as external ideas were developed in a 

new division. While corporate incubation can also be considered a way of engaging with startups, we 

consider it to be more closely related to internal innovation in this case, since the new division was 

fully owned by the main organization. However, after developing two innovative products itself, the 

corporate incubation program was shut down. Since then, this IB has only innovated through 

cooperation with external fintech startups. The same is true for IB2. 

 

In the interviews, the representatives of both incumbent banks touched upon this observation. For 

instance, the following quote by IB3’s representative describes its reasoning for transitioning 

perfectly: “I just think we figured out that innovating ourselves is not necessarily the best approach 

[…] We just think that the market moves so quickly, which means that we are not always able to keep 

up. As such, we have chosen an approach that is more outside-in.” (Appendix 5). IB2’s representative 

said something strikingly similar in relation to this topic, namely, “Of course, it can be argued that 

we can spend a lot of resources on hiring some people, but it is not our belief that this would fix our 

challenges related to bringing the right solutions to market and building the right things internally.” 

(Appendix 4). These excerpts provide valuable insight to our findings, and confirm that the 

aforementioned transition is indeed real, and perhaps more importantly that it is intentional.  
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The fact that the incumbent banks realize that they do not necessarily have the capabilities to develop 

modern fintech offerings is interesting, as it helps explain why we see a shift from closed to open 

innovation (Chesbrough, 2003). The observation that corporates are often slower and less likely to 

develop radical innovations internally is not new, as this particular issue has been explored by many 

researchers (Freeman & Engel, 2007; Kuratko et al., 2014). As such, we are not particularly 

concerned with the underlying reasons behind corporates’ slow development times. Rather, we 

merely accept that it is the case, and observe that the corporates are seemingly also aware of this, 

which has likely been the catalyst for a transition from closed to open innovation.  

 

When discussing the topic of how the incumbent banks approach innovation, it is quite noteworthy 

that none of them have engaged in acquisitions of startups, as this has been proven to be a good and 

quick way to enhance the innovative capacity of a company (Carbone, 2011). In spite of this, none of 

the incumbent banks have done so. When asked about this, the answers differed. First of all, all three 

incumbent banks emphasized that they do engage in M&A, just not M&A of fintech startups. 

Although two of the three incumbent banks were not able to articulate a definitive reason for not 

engaging in M&A in relation to fintech, IB3 noted the following, “It’s not in our playbook. It could 

be a possibility, but the problem is that the valuation will be in the realm of 4-500m DKK, and that’s 

not profitable for us.” (Appendix 5). This indicates that the main barrier to acquisitions of fintech 

startups is the high upfront cost associated with it.  

 

To sum up, Danish incumbent banks have transitioned from primarily approaching innovation 

through closed innovation to approaching it through open innovation. This transition seems to stem 

from the incumbent banks realizing that developing innovations themselves is not necessarily the best 

approach, as the statements from IB2 and IB3 illustrate. Consequently, the incumbent banks 

cooperate with fintech startups in order to innovate without having to develop everything internally. 

In the following part, we will explore another reason that incumbent banks are seeking cooperation 

with startups, which was not identified through the interviews. 

 

7.5 The Fintech Threat 
A variety of different actors, including scholars (Krstić & Tešić, 2016), the popular press (Arnold, 

2018) and professional consulting firms (PWC, 2016) have not shied away from labeling fintech 
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startups a threat to the traditional banking sector. Bunea and colleagues (2016) have even presented 

empirical evidence that banks are starting to consider fintech startups to be threats. One of the main 

purposes of this paper has been to determine how and why incumbent banks innovate in fintech. 

However, when exploring the “why”, we have primarily focused on the articulated objectives of the 

incumbent banks. In this part, we will examine whether the proposed threat of losing market share to 

fintech startups has also influenced how incumbent banks innovate.  

 

In the interviews with the incumbent banks, each of the respondents were asked to present its stances 

on whether they interpreted fintech startups as a threat. Interestingly, none of the three incumbent 

banks considered fintech startups to be a threat, which can be seen through the following excerpts: 

 

Incumbent Bank Quote 

IB1 I would say in the majority of my experiences, fintechs are not seen as a threat 

(Appendix 3). 

IB2 As mentioned, I don’t see a threat from fintech startups more than threats from a 

number of other actors (Appendix 4). 

IB3 In regard to the question of a threat from the fintech startups, I see it in the 

following way: 3-4 years ago everyone would be crying wolf. The wolf is coming. 

It’s coming to take our market share. And I saw this trend in the fintech that I was 

employed in at the time. But in the end, it’s hard to deny that the financial 

institutions have great powers in terms of distribution, since they have all the 

customers (Appendix 5). 

 

 

These excerpts from the interviews definitely indicate that the incumbent banks are not particularly 

worried about the fintech startups. Of course, one could argue that the banks would not willingly 

admit it, even if they did fear the fintech startups. This argument would be applicable in terms of 

public statements, but since these interviews are anonymized, there is no reason to believe that the 

banks are being ingenuine. As such, this presents an interesting situation where both scholars and 

consultancies have identified the fintech startups as a threat to traditional financial institutions, but 

where banks do not agree with this observation.  
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However, as evidence from the past has shown, incumbents not worrying about the emergence of 

startups is not equal to there not being a threat associated with the emergence of the startup. In order 

to illustrate this, one must only look at the infamous case of Blockbuster and Netflix. Here, 

Blockbuster passed on the opportunity to acquire Netflix in 2000 for $50 million (Chong, 2015). 

Now, Netflix is worth nearly $200 billion, while Blockbuster went bankrupt nearly a decade ago. 

While there is nothing to suggest that Netflix would be what it is today had it been acquired by 

Blockbuster, this is just one of many cases that perfectly illustrate the idea that incumbents are not 

always aware of the risks associated with innovative startups. On the other hand, as we have seen in 

the first phase of the analysis, many Danish incumbent banks have engaged in extensive innovation 

in fintech, both alone and in cooperation with fintech startups through several different innovation 

models. This suggests that, in contrast to Blockbuster, the incumbents are aware of the risks 

associated with disregarding the disruptive potential of fintech startups. In relation to this idea, we 

present one statement from IB2 given in an email to the researcher, which can help explain why 

incumbent banks seemingly do not consider fintech to be a threat: “We don’t consider fintech to be a 

threat, rather we consider it an opportunity.” (Appendix 6). By cooperating with the fintech startups 

rather than only competing with them, the incumbent banks are turning the threat into an opportunity. 

 

This dynamic is frequently described in the existing literature on bank-fintech cooperation. For 

instance, Drasch and colleagues (2018, p. 27) explain it in the following way: “Fintechs are not only 

seen as the source of disruption, but as an opportunity for collaboration and enhancement of 

innovation.” A similar position can be found in the following statement by Romānova and Kudinska 

(2006, p. 21),  ”Some members of the financial services industry see the boom in FinTech as a threat 

to the traditional banking industry. Others believe that FinTech has become a challenge that can be 

turned into an opportunity.” This can be exemplified through the aforementioned innovation model 

corporate venture capital (Weiblen & Chesbrough, 2015), which involves the corporate investing in 

equity of a startup. Since the corporate owns a portion of the startup, the corporate receives a portion 

of the upside if the startup becomes majorly successful. Consequently, the potential threat of a startup 

gaining success is mitigated by the corporate owning a portion of the startup. 

 

While it is a simplification of the truth, it appears that cooperating with fintech startups allows 

traditional financial institutions like incumbent banks to turn a threat into an opportunity (e.g. to 

become more innovative). If it is the case that cooperation can mitigate the threat to incumbent banks, 
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what is the reason that fintech startups are engaging in cooperation with these banks? In order to 

examine this question, we must look towards the following statements made by the interviewed 

incumbent banks:  

 

Incumbent Bank Statement 

IB1 Fintechs are not seen as a threat, but rather incumbent players are learning… even 

if they are maybe reluctant at first, and maybe even fintechs are reluctant at first. 

But I think most sides of the fence are learning that neither can survive without 

each other (Appendix 3). 

IB2 The fintech companies were saying: “Let’s attack the banks. They’ve been slow 

and lazy for a while. But now a lot of the fintechs are realizing that it is actually 

quite cumbersome, and they opt for cooperation instead. Because it is really hard 

to run a bank alone (Appendix 4). 

IB3 But in the end, it’s hard to deny that the financial institutions have great powers in 

terms of distribution, since they have all the customers (Appendix 5). 

 

From these statements, it can definitely be seen that the banks are in possession of some assets that 

are highly valuable for startups (e.g. customers and technological infrastructure). It is not only the 

banks themselves that believe this, as research also points to the strong market position of the banks 

as one of their major strengths in comparison to fintech startups (Vasiljeva & Lukanova, 2016; 

Temelkov, 2018). Thus, it appears that the fintech startups’ desire to engage in cooperation stems 

from them being able to access the technological infrastructure and/or the customers of the banks. 

Furthermore, IB3 also points towards the trust and reliability associated with incumbent banks, which 

is highly valued by customers (Appendix 5). Once again, this is not just wishful thinking on the banks’ 

part, as this position is also shared by researchers (Vasiljeva & Lukanova, 2016). While outside the 

scope of this paper, it would be interesting to nuance these perspectives by interviewing fintech 

startups that have engaged in cooperation with incumbent banks. 

 

There are obvious benefits to working with incumbent banks for fintech startups. Conversely, 

incumbent banks also derive benefits by cooperating with the fintech startups, as it allows them to 

turn a potential threat into an opportunity. As IB1 one puts it, “neither side can survive without the 

other.” However, turning a threat into an opportunity is a vague concept, which does not properly 
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explain what the incumbent banks are gaining from cooperation in terms of tangible benefits. In order 

to examine this, we will draw upon existing literature on the topic of bank-fintech cooperation as well 

as the interviews with incumbent banks. The outset for this discussion will be the following excerpt 

from the interview with IB1: 

 

”Consumers are demanding something because now they can see that they can get it from 

said fintech. But said fintech offering is compromised: it’s got some stuff, but not 

everything. Because, you know, they are a fintech that just started up. They don’t have 

everything. Whereas the incumbents kind of have the client already and are maybe 

wanting to say to that client that they can have the product by staying with them. And they 

can have just as good a product/service that they get from said fintech. So what they 

actually get by working with fintechs is a shorter time to market to deliver a modern 

product or service experience that the clients are […] expecting.” (Appendix 3). 

 

This quote presents an interesting benefit from the incumbents’ perspectives, namely that they can 

offer the products that their customers are expecting at a faster pace if they cooperate, in contrast to 

building the product themselves. This concept is supported by the following statement from IB2 and 

IB3, respectively: “Why develop something if it is already out there?” (Appendix 4), “Some others 

(fintech startups) actually have real solutions that we cannot make ourselves or do not have the time 

for.” (Appendix 5). These excerpts clearly underline the idea that cooperating with fintech startups 

enables the banks to offer products to their customers that they would otherwise not have been able 

to. At best, this can potentially convince customers to stay at the incumbent bank instead of migrating 

to the fintech startup. This is a clear and tangible example of how cooperation can turn a threat into 

an opportunity.  

 

In conclusion, the cooperation between the incumbent banks and the fintech startups appears to be 

mutually beneficial, as each side has valuable strengths and resources. The banks have a strong market 

position characterized by their customer base and the customers’ perception of them as trustworthy. 

While the fintech startups lack these specific capabilities, they are typically able to develop innovative 

products faster than their corporate counterparts. This is in line with the findings of Weiblen and 

Chesbrough (2015, p. 66), who note that, “When it comes to agility, startups have an edge over large 

corporations—whereas large corporations sit on resources which startups can only dream of.” Finally, 
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the idea of mutual benefits is supported by the following quote from a report from EY (2017): “Unless 

banks and FinTech firms get better at working together, neither will reap the full benefits of 

innovation.” As such, it can be said that fintech startups do indeed propose a threat to the traditional 

financial industry. However, this threat can be turned into an opportunity through cooperation. 

 

7.6 Contributions to the Literature 
This thesis is situated in the intersection between fintech and innovation, with the primary goal of 

contributing to the scarce amount of literature on fintech, and in particular how banks innovate in 

fintech. While this thesis draws on existing literature within the field of innovation management, we 

are not actively looking to contribute to this theoretical area. Rather, the utilized theory about open 

innovation is merely used as a starting point to understand and categorize the innovative endeavors 

of incumbent banks in fintech, which is done to allow further and more intricate analyses of the ways 

that these banks innovate. This thesis contributes to the existing literature in three different ways. 

 

First, the theoretical framework of Weiblen and Chesbrough (2015) is extended to not only be able 

to categorize innovation through cooperation, but also internal innovation and innovation through 

acquisitions. This extension allows an exhaustive categorization of the different innovation models 

that banks use when they innovate in fintech. In itself, this framework is highly useful for future 

research, as it can be used by other researchers to examine how banks innovate in fintech in other 

countries. 

 

Second, we illustrate how this framework is to be used by applying it to all fintech innovations that 

Danish incumbent banks have been involved in. This provides a comprehensive overview of the state 

of incumbent banks’ innovative efforts in fintech, which can be used as a starting point for research 

in a number of different areas within the general theoretical area of fintech. While the overview may 

need to be updated in the future as new fintech innovations are developed by incumbent banks, the 

framework itself will likely not need updating. 

 

Third, the presented overview is used to determine the objectives and challenges associated with 

fintech innovation and the different innovation models. The identification of objectives and 

challenges can be used by future researchers as a starting point for more in-depth research. For 

instance, a researcher may find it particularly interesting to examine why there might be misalignment 



 74/89 

in time-horizons between corporates and startups. Due to the exploratory nature of this paper and the 

scarce amount of literature on this topic, we did not know what to expect with regards to the outcome 

of determining the objectives and challenges. As such, there were no assumptions about the direction 

that it would take us. However, the identified objectives and challenges led to the identification of a 

number of interesting themes that were worthy of further discussion. Furthermore, the semi-structured 

format of the interview allowed the author and the interviewee to stray away from the planned 

questions, which also led to the exploration of interesting patterns and themes that were then explored 

in the discussion (section 7). The topics that arose from the overview and the interviews that led to 

further discussion are: 

 

i. How the banks’ lack of clarity about their objectives is detrimental to their innovative 

efforts. 

ii. How the banks’ use of innovation models illustrates a transition from closed to open 

innovation (i.e. innovating internally vs innovating through cooperation). 

iii. How the idea of a fintech threat has influenced the choice of innovation models, as 

cooperation is used to mitigate the threat of losing market share to fintech startups. 

 

While the discussions surrounding these themes are interesting and pointed towards interesting 

conclusions, the discussions can arguably be regarded as somewhat superficial. This is an expected 

limitation of this paper, as these topics would be impossible to explore in depth. However, this also 

means that each of these themes can be the subject to future research that can generate more valid 

and generalizable conclusions. 

 

In conclusion, this thesis contributes to the literature in a number of different ways. Initially, a 

theoretical framework is developed which can be used to categorize the different ways that banks 

innovate. Following this, a number of objectives and challenges related to these innovation models 

are presented, several of which are interesting enough to spark future research. Finally, these 

objectives and challenges are used to identify overarching themes about the innovation efforts of 

banks, each of which are worthy of further and more in-depth research. 
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8 Conclusion 
As fintech startups continue to grow, illustrated by the amount of venture capital that is invested in 

these companies, scholars, practitioners and consultancies all agree that banks must innovate in 

fintech in order to avoid losing significant market share to these startups. However, surprisingly little 

is known about what banks are actually doing in terms of innovating in fintech. Furthermore, even 

less is known about why they are doing what they are doing, and the challenges that they face. Due 

to the nascent nature of fintech, the amount of research on the innovative efforts of banks in the 

fintech industry is scarce. As such, the goal of this thesis was to shed light on this particular topic, as 

the results can yield powerful insights that are valuable for both researchers and practitioners (e.g. 

managers in banks). The topic has been approached through the following research question and 

associated sub research questions: 

 

How and why are Danish incumbent banks innovating in the fintech industry, and which 

challenges are they facing? 

• How are incumbent banks innovating in fintech? 

• What are the objectives behind the incumbent banks’ innovations? 

• What challenges have the incumbent banks faced related to the innovations? 

 

The main research question and the sub research questions were derived through a review of the 

existing literature on fintech. The scarce existing literature on this topic indicated that traditional 

financial institutions such as banks have innovated in fintech mainly through internal innovation, 

cooperation with startups and acquisitions. As such, we used this starting point to construct a 

theoretical framework which would allow us to explore this topic in depth. To accommodate these 

various innovation models, we extended a theoretical framework originally presented Weiblen and 

Chesbrough (2015). The reason for this extension was that their original framework only captured 

innovation through cooperation with startups, which is not sufficient to exhaustively capture the 

different ways that banks have innovated in fintech. As such, theory about internal innovation and 

acquisitions was presented, which enabled us to extend the framework to cover these innovation 

models as well. In total, this led to the following six innovation models: 

 

1. Internal innovation 2. Corporate venture capital 
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3. Corporate incubation 

4. Outside-in startup program 

5. Platform-based startup program 

6. Acquisitions 

 

To answer the research questions, a sequential multi-method qualitative research design was used, 

which results in the analysis consisting of two phases. In the first phase, the aforementioned 

theoretical framework was used to present an overview and categorization of all innovations that 

Danish incumbent banks have been involved in. This was done to answer the first sub research 

question, namely: How are incumbent banks innovating in fintech? The data for this phase was 

retrieved through archival research of newspapers, press releases and the websites of banks and 

fintech startups. In total, 21 instances of fintech innovation involving Danish incumbent banks were 

identified, whereof 16 of these innovations are a result of cooperation between banks and fintech 

startups. The banks are involved in the fintech innovations in the following ways: 6 are based on 

outside-in startup programs, 5 are based on platform-based startup programs, 4 are based on corporate 

venture capital, 3 are based on corporate incubation and finally, 3 are based on internal innovation. 

Noteworthy, none of the fintech innovations are results of acquisitions of fintech startups. 

 

The second phase of the analysis explored the objectives and challenges pertaining to Danish 

incumbent banks’ involvement in fintech innovation. The data for this phase was gathered through 

semi-structured interviews with high-ranking individuals of three Danish incumbent banks that have 

been involved in multiple fintech innovations. To the extent that it was possible, we attempted to 

associate the objectives and challenges with specific innovation models. In the discussion section, a 

critical assessment of the associations between the objectives and challenges and the innovation 

models was conducted. The purpose of this was to ensure that the objectives and challenges were 

directly related to a specific innovation model. This led to an update of our initial results, which are 

shown in figure 20.  

 

Figure 20: Overview of all direct relationships. 

Innovation Model Objectives Challenges 

Platform-Based startup program  • Resource intensiveness 

Corporate venture capital • Ensuring survival of 

startup. 

• Gaining influence  

• Valuation 

disagreements 
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Corporate incubation • N/A • Resource intensiveness 

Platform-based startup program • N/A • N/A 

Outside-in startup program •  N/A • N/A 

Internal innovation • N/A • N/A 

Cooperation in general • N/A • Changing teams 

• Misaligned time-

horizons 

• Lack of uniformity in 

startups 

• Limited resources 

• Unrealized 

expectations 

Innovation in general • Commercial gains 

• Customer acquisition 

and retention 

• Efficiency 

improvement 

• Customer satisfaction 

• Monitoring of fintech 

innovations 

• N/A 

 

Thus, figure 20 provides an answer to the second and third sub research questions, namely: 

• What are the objectives behind the incumbent banks’ innovations? 

• What challenges have the incumbent banks faced related to the innovations? 

 

The critical assessment of the objectives led to the conclusion that there is a general lack of coherence 

between the employed innovation models and the desired outcomes. Furthermore, in several cases 

the departments responsible for fintech innovation did not even have department specific objectives.  

In addition to this, there is also a lack of clarity about the objectives related to specific innovation 

models. Consequently, we propose that incumbent banks should be clearer about their objectives and 

be sure to utilize innovation models that are aligned with these objectives. To exemplify the 
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importance of objectives, we illustrated how different objectives can result in incentivizing 

incremental over radical innovation or vice versa. 

 

In the discussion section, data from the first phase of the analysis was used to illustrate how there is 

a clear tendency that incumbent banks are transitioning from closed to open innovation. For instance, 

the two incumbent banks that have historically engaged in internal innovation have solely innovated 

through cooperation in 2018, 2019 and 2020. Following the establishment of this fact, we set out to 

explore why this is the case. While this had already been explored in part through the identification 

of objectives, an additional crucial reason for engaging in cooperation was derived by combining data 

from the interviews with existing literature and reports from consultancies. Namely, we propose that 

incumbent banks are increasingly cooperating with fintech startups, as it is an effective way of turning 

the threat of losing market share into an opportunity. The identification of objectives from the second 

phase of the analysis combined with this finding allowed us to answer the part of the research question 

that examines why Danish incumbent banks innovate in the fintech industry. Finally, we 

determined that both incumbent banks and fintech startups have strengths that are highly valuable for 

their counterpart. While incumbent banks enjoy a strong market position, fintech startups possess 

agility and innovativeness. 

 

8.1 Managerial Implications 
The findings of this thesis yield valuable and actionable insights for managers of incumbent banks. 

First of all, managers of fintech innovation should pay more attention to the objectives of their 

innovative endeavors. In particular, the managers must clearly articulate the objectives, and choose 

innovation models that accommodate these objectives. Furthermore, managers should examine the 

challenges identified with the different innovation models and assess whether it is possible to mitigate 

or avoid these challenges. Finally, managers should be aware of the benefits associated with 

cooperation with fintech startups. In relation to this, they must clearly identify what they are able to 

offer to the fintech startups. As mentioned earlier, the qualitative and exploratory nature of this study 

means that the findings are not completely generalizable. As such, other banks cannot assume that 

they will experience the exact same challenges. However, the identified challenges still provide a 

good indication of what is reasonable to expect when innovating in fintech. For instance, we illustrate 

how certain objectives can incentivize either incremental or radical innovation. This is a perfect 

example of the challenges that can arise if the banks do not pay attention to the objectives of their 
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efforts in innovation. Finally, the discovery that cooperation with fintech startups is an effective way 

of mitigating the threat of losing market share to these startups is highly valuable for managers of 

banks that have not yet begun innovating in fintech and are unsure about which innovation model 

they should employ. 

 

8.2 Further Research 
The exploratory and qualitative nature of this paper means that a lot of insights about how banks 

innovate in fintech have been presented. However, as is the nature of qualitative studies, what is 

gained in the area of insights is what is lacking in the area of generalizability. Consequently, we 

welcome other researchers to build on the presented insights using a variety of other methodological 

approaches. In this part, we propose a number of areas that would benefit highly from further research. 

 

Combination of data from both phases of the analysis led us to identify a trend that incumbent banks 

are increasingly moving from a closed to an open approach to innovation. While our data is conclusive 

in terms of the Danish market, it would be highly interesting to examine whether or not this is also a 

tendency in other countries. Furthermore, we also believe that fintech research would benefit from an 

exploration of other themes related to this tendency. While some data on the precedents to this 

tendency is presented in this study, a deeper examination of the precedents would be encouraged.  

 

In the discussion we presented the idea of mutual dependency between incumbent banks and fintech 

startups. Furthermore, we presented both parties’ benefits derived from the cooperation. However, 

these findings would highly benefit from being examined with a larger sample size. Not only would 

this allow a more precise mapping of the strengths of each side of the cooperation, it would also 

enable a higher degree of generalization.  

 

Finally, the literature on fintech would highly benefit from a more careful examination of the 

challenges experienced in relation to the different innovation models. While a number of important 

challenges were identified in this study, a study involving a larger sample size would highly increase 

the generalizability of the challenges. In relation to this, it would be valuable to examine if any of 

these challenges can possibly be mitigated. We were not able to explore this issue at all in this study, 

due to a lack of data.  
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As mentioned earlier, the amount of literature on fintech is scarce, primarily due to its nascent nature. 

Consequently, there are a number of unexplored areas that would benefit from research, which 

provides a unique opportunity for researchers to carry out novel and groundbreaking research on 

various dynamics of this emerging industry. While the three topics that were just discussed are all 

highly relevant to this study, there are many aspects of fintech that are worth exploring, each of which 

has the potential to yield findings that are valuable for both other researchers, practitioners and even 

consultancies.  
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Appendices 
 

Appendix 1: Interview guide used for interviews with incumbent bank 1, 2 and 3. 

Question Purpose 

• Who are you and what is your role at 
[incumbent bank]? 

This question is asked to start the conversation 

and establish a personal relationship between 

the interviewer and interviewee.  

• What do you think about the general 

state of the Danish financial sector? 

Open question to get the conversation flowing. 

Furthermore, this question is used to get an idea 

about which areas of the Danish financial sector 

that the incumbent banks think are important. 

• Do you see fintech startups as a threat? Understand how the incumbent banks view 

fintech startups and the potential threat that they 

propose. 

• What is your overall approach to 
fintech innovation? 

Get an idea of how the incumbent banks assess 

their engagement in innovation. Furthermore, 

this was used to partially ensure the validity of 

the first phase of the analysis, which relied on 

archival research. 

• What are the objectives behind this 
approach? 

Understand the objectives behind the incumbent 

banks’ innovative efforts, which is necessary to 

answer the research question.  

• Which challenges have you faced? Understand the challenges related to the 

incumbent banks’ innovative efforts, which is 

necessary to answer the research question. 
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Appendix 2: Summarized overview and categorization of all fintech innovations involving 

Danish incumbent banks. Whether there is equity involvement in an instance of cooperation 

has been assessed through the public registry of all Danish companies, CVR, which includes 

data about the ownership of a company. 
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Appendix 3: Transcript of interview with IB1. 

Uploaded in a separate document due to confidentiality concerns. 
 

Appendix 4: Transcript of interview with IB2. 

Uploaded in a separate document due to confidentiality concerns. 

 

Appendix 5: Transcript of interview with IB3. 

Uploaded in a separate document due to confidentiality concerns. 
 

Appendix 6:  Translation of email from IB6. 

Hi Magnus 

Thank you for inquiry. We do not work with fintech as a threat, but as an opportunity. 

Send some suggestion for time slots for the interview. 

Best regards, 

[Anonymized] 


