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Abstract 

The face of banking has changed dramatically over the last few decades, and in no area 
does this statement hold more true than in the domain of digitalization. One term that 
has been relentlessly repeated when discussing the past, present and future of this 
development is ”Digital Transformation”. 

Digital Transformation can be tersely defined to mean change driven by digital 
technologies, with the potential to increase efficiency in existing processes, as well as to 
allow for new and novel technology-driven problem solutions and business models. 

Despite the fact that Swedish major banks have come a long way in their digital 
transformation efforts, there is a lot of evidence that points towards this process not 
proceeding fast enough. 

This study is an effort to get a general overview of the main barriers and mechanisms 
that are causing this development to proceed at a slower rate than might otherwise be 
desired, and to investigate how actors within the Swedish banking sector are seeking to 
overcome said barriers. This is done primarily through the interviewing of key personnel 
within major Swedish universal banks. The majority of the interviews are conducted with 
employees from a single major Swedish universal bank, taking the form of a case study, 
while a smaller number of interviews are conducted with individuals associated with 
other banks, in an effort to provide increased generalizability. 

The results of the study show that barriers standing in the way of continued digital 
transformation in the Swedish banking sector can generally be categorized into one of 
the following categories: Legacy Infrastructure, Organizational Structure, Organizational 
Culture, Incentive Structure, Resource Insufficiency, Regulation, and Failure in 
Management. 

The solutions and models discussed to address these issues included API First 
approaches, change driven through Cross-Functional Teams, and Collaborative 
Strategy Formulation. 
 

Key-words 

Digital Transformation, Digital Banking, Open Banking, Digital Transformation Strategy, 

Financial Regulation.   
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Sammanfattning 

Hur bankverksamhet bedrivs har förändrats dramatiskt över de senaste årtiondena, och 
i inget område är detta lika tydligt som när det kommer till digitalisering. Ett begrepp 
som ständigt upprepas när man beskriver den forna, nutida och framtida utvecklingen 
av den här typen är ”Digital Transformation”. 

Digital Transformation kan kortfattat summeras till att betyda förändring driven av digital 
teknologi, med potential att öka effektiviteten i befintliga processer, samt möjliggöra för 
nya problemlösningar och affärsmodeller. 

Trots det faktum att de svenska storbankerna har kommit en lång väg i sina digitala 
transformationsinitiativ, så finns det mycket som tyder på att denna process ändå inte 
går tillräckligt snabbt frammåt. 

Den här studien är ett försök att få en generell överblick på de primära barriärerna och 
mekanismerna som orsakar att denna utveckling går långsammare än önskat, samt att 
undersöka hur aktörer inom den svenska banksektorn har för avsikt att bemöta dessa 
problem. Detta görs huvudsakligen genom intervjuer med nyckelpersonal inom de 
svenska storbankerna. Majoriteten av de intervjuade kommer från en enda bank, där en 
form av casestudie utförs, medan ett mindre antal intervjuer genomförs med individer 
tillhörande andra banker, i en ansats att ge ökad generaliserbarhet. 

Resultatet av studien visar att barriärer som står i vägen för fortsatt digital 
transformation i den svenska banksektorn kan generellt kategoriseras in i följande 
kategorier: Föråldrad Infrastruktur, Organisationsstruktur, Organisationskultur, 
Incitamentstruktur, Resursbrist, Regulation, och Misslyckanden i Styrning. 

De lösningar och modeller som diskuterats for att adressera dessa problem inkluderade 
API First-baserade tillvägagångssätt, förändring driven av tvärfunktionella arbetslag, 
samt kollaborativ strategiformulering. 

 

Nyckelord 

Digital Transformation, Digital Banking, Open Banking, Digital Transformationsstrategi, 
Finansiell Regulation. 
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1 Introduction

This section is intended to provide the reader with a brief background of the subject
the thesis has the goal of investigating, which includes presenting why the subject
might be of interest, as well as describing the overall purpose of the study.

1.1 Background

The face of banking has changed dramatically over the course of the first two
decades of the 21st century. From a standard practice that required that customers
interface physically with the bank, banking has evolved along with the rest of
society, and increasingly moved into the digital domain.

An example of this digital transformation is illustrated in the penetration rate of
online banking services in the EU5 countries. Comscore (2018) reported a mobile
banking penetration rate of 70 % in France, Germany, Italy, Spain and the United
Kingdom.

But it’s not only the customer interaction that has been affected by this digitization
process, the internal workings of today’s modern banks are facilitated by powerful
digital tools that assist in practically every aspect of their operations. These tools
include systems for real-time information on financial instruments, sophisticated
frameworks for calculating, communicating and limiting risk exposure, CRM &
HRM systems, and various other tools and systems that are critical for a bank to
fulfill their obligations to their employees, customers and shareholders. As digital
technology evolves, modern banking is in many ways moving away from what the
traditional public perception of what a Bank is, steadily metamorphosing into more
of a Software and IT organization whose value proposition is composed of financial
products and services.

The steady development of new digital technologies serves to significantly alter the
competitive landscape in the sector. Decreased switching costs have served to make
it easier for consumers to be serviced by different banks for each of their financial
needs, opening up new areas of competition between incumbent actors who
previously only competed to have the best overall value offering. The pace of this
development is expected to escalate as customer platforms providers such as Tink, a
Swedish software company whose product facilitates access to accounts across
multiple financial service providers under the same interface, gain more widespread
adoption (Copenhagen Economics, 2018).

The state that the market finds itself in signifies good news for the consumer, since
they are sure to get an overall better deal as the competition intensifies. However, if
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handled improperly, it could spell disaster for the incumbent banks. A large threat
is found in the many young and innovative fintech companies who, on account of
being less encumbered by inefficient legacy systems and thus more malleable to fit
specific customer demand profiles, are well positioned to capture a dominant
position in corresponding market niches, gradually chipping away at the market
share of the older, less nimble banks (Aubrey and Tushar, 2016).

There is also the underlying fear that an equivalent to Uber or Airbnb should
successfully establishing itself on the market (Aubrey and Tushar, 2016), though the
high regulatory barriers to entry typically present in the financial sector offer some
relief in this regard (Copenhagen Economics, 2018).

Despite of the mounting threat of ever increasing exposure to competition in
practically every part of their value chain, many banks are lacking direction in their
digital transformation efforts. According to an investigation by Boston Consulting
Group (2018), 86 % of corporate banking executives agreed that digital
advancements will serve to transform both the competitive landscape and the
economics of the business. However despite of this, only 43 % of those same
respondents stated that they have an explicit digital strategy. The strategical
implications of this are worrisome, since any digital transformation initiative without
a clear strategic vision behind it carries a high risk of not meeting its goals (or even
worse, have goals so vaguely defined that they can’t be said to have been definitively
achieved). After all, it’s important to ensure that there is coherence between the
digital transformation being undertaken and the strategy of the firm, as technology
ultimately is a tool to facilitate strategy, and not a goal in itself (Kane et al., 2015).

1.2 Problem Formulation

The ecosystem of banking is in the process of changing. The technological advances
of the last few decades have not only altered the rules of competition, they have
completely changed the underlying methods and procedures that banks utilize to
produce value for their customers and shareholders. Yet, many Swedish banks are
struggling in their digitization efforts. Swedish banks ”struggle to cope with
increasingly digital advancements” and place ”in the bottom half across the majority
of dimensions” in a BearingPoint (2019) study of digital maturity in leading
Swedish companies. In addition, the relatively poor performance of many banks in
developing and delivering successful digital solutions to customers, especially
compared to many young and innovative fintechs, has been a topic of discussion in
many recent academic publications and industry executive forums (Aubrey and
Tushar, 2016; Hanley, 2015; Saal et al., 2017).

This presents a significant problem not only for the incumbent actors in the Swedish
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banking sector, but also potentially for the Swedish financial system as a whole.
The inability of Swedish banks to adapt to new digital technologies and solutions
with sufficient speed leaves them vulnerable to direct competition from the
aforementioned fintechs. Some industry experts suggest solutions involving taking a
cooperative or Co-opetition approach to fintechs (Deloitte, 2018), but a strong case
could be made that this is just side-stepping the problem, sweeping it under the rug
while fintech companies continuously evolve their core capabilities, positioning
themselves to capture ever more of the market. If today’s incumbent banks ever find
themselves in a position where their only competitive advantage is a relatively large
(but steadily diminishing) customer base, as well as expertise and experience in
regulatory compliance, their days as dominant actors in the financial services
market could very well be numbered. In the ever more digitized market of financial
products and services, there may come a day where there is no longer any room for
actors with a broad offering of financial products, each of which are not up to par
with the market’s respective product leaders.

Managers in banking organizations need tools to assist in facing this ever more
pressing challenge. It’s apparent that the slow pace of digital transformation
experienced in banks is not due to an unwillingness to change on the part of
management (Boston Consulting Group, 2018). Rather, the difficulty seems to stem
from problems inherent to how banks currently and historically have conducted
operations. Existing technological infrastructure (Boston Consulting Group, 2018),
ever more stringent legal requirements (European Comission, 2016;
Finansinspektionen, 2018b), and a mismatch between current and required employee
competency profiles (Scardovi, 2017; Hassani et al., 2018) are more likely to be
important contributing factors of the inertia to change currently present in
incumbent banks. How banks work to overcome these obstacles, and how they work
to integrate emergent digital technologies into their business strategy, will
undoubtedly be of utmost importance going forward.

1.3 Purpose

The purpose of this thesis is to investigate why actors within the Swedish banking
sector are struggling in their digital transformation efforts, and how said actors seek
to solve this problem. It’s the stated aim of this analysis to be based on empirical
data collected from major Swedish banks, and in this way gain greater knowledge
concerning what forces are driving digital transformation in the Swedish banking
sector, what obstacles have been encountered and how incumbent banks work to
overcome said obstacles.

This knowledge could then potentially be used by managers and leaders of digital
change to get an insight into what problems are encountered when working with
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digital transformation in banking, how the business units work to solve these
problems, and how the view of digital transformation differs between different
industry actors, as well as across different business units within a singular
organization.

1.4 Research Question

In alignment with the stated purpose of this study, the thesis seeks to investigate
and answer the following research question:

”What are the main factors serving as barriers standing in the way of digital
transformation in the Swedish banking sector, and what are the actors therein doing
about these barriers?”

1.5 Delimitations

Due to time constraints imposed by the format of the study, the focus of the thesis
will be more narrow, and the methods used not quite as comprehensive as might
have otherwise been ideal. To fully understand the process of digital transformation
in banking, one needs to have at least an intermediate understanding of the
underlying digital technologies for a given digital transformation initiative. Of
course, inclusion of such a wide range of theory within the scope of the thesis would
rapidly have become unmanageable. With this in mind, the scope of this study is
not concerned with the specific ins and outs of a given digital technology.
Furthermore, as was stated under section 1.3, the analysis will be based on
empirical data from a few major Swedish universal banks, and thus the validity of
the results and conclusions drawn are limited only to actors similar to those used in
the sample. While a significant portion of the results are likely to mirror those from
universal banks of other nationalities and sizes, they are not directly generalizable.
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2 The Swedish Banking Sector

The purpose of this section is to give the reader an overview of the state of the
Swedish banking sector in general and how the overall competitive and regulatory
landscape potentially drives or hinders digital transformation efforts in particular. A
reader who is already intimately familiar with the Swedish banking sector, its major
actors, and the recent batch of EU regulation rolled out during the years 2016-2019
could potentially skip this section.

2.1 Regulatory and Monetary Authorities

Sweden’s central bank is called the Riksbank. It’s an authority under the Swedish
parliament responsible for the country’s monetary policy. They describe the
Swedish banking system as follows:

”Sweden has a large banking system that is concentrated around a few tightly
interwoven major banks. Consequently, in the event of a financial crisis, problems
in one of these banks risk rapidly spreading to the entire banking system, which
could involve a threat to the stability of the Swedish financial system.”

”The Riksbank oversees and analyses the Swedish financial system from the
perspective of risk and vulnerability, with a focus on the systemically-important
major Swedish banks Nordea, Handelsbanken, SEB and Swedbank. The Riksbank
makes assessments of the banks’ resilience to financial stress and other unexpected
negative events, primarily from the perspective of liquidity risk and credit risk.

One of the Riksbank’s most important tasks is to supply liquidity to the banking
system when necessary. This can happen either under normal economic
circumstances or in a crisis situation. In a stress situation, the Riksbank can
provide liquidity to the economy as a whole, but it can also issue emergency liquidity
assistance to individual participants.

The Riksbank also takes part in the design of international banking regulations and
in other banking-related forums on both the national and international levels”
(Riksbanken, 2019)

Sweden’s financial supervisory authority is called Finansinspektionen, and it’s
tasked with promoting stability and efficiency in the financial system as well as to
ensure sufficient customer protection. Finansinspektionen is accountable to the
Ministry of Finance (Finansinspektionen, 2019a).
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2.2 The Major Banks

The credit market in Sweden is mostly controlled by four major banks (usually
called Storbankerna): Nordea, Handelsbanken, SEB, and Swedbank. In total, they
made up just below 70 % of the Swedish credit market in 2017 (Copenhagen
Economics, 2018).

Over the period between 2010 and 2017, only one of the big four banks, SEB, has
managed to avoid losing market shares, with Nordea suffering the largest decline of
about 3 %. At the same time, small banks have grown significantly since 2010. In
particular, Länsförsäkringar Bank has more than doubled its credit portfolio during
this period. Many medium-sized banks, and other categories of banks such as
non-listed cooperative and consumer credit banks have also grown significantly
(Copenhagen Economics, 2018). A graphical illustration of this development can be
seen in figure 1.

Figure 1: Credit growth and credit market share growth 2010-2017 (Copenhagen
Economics, 2018).

If the four major banks’ annual reports are anything to go by, it would seem that
they are making conscious efforts to work with digital transformation, though the
alignment with strategy and how much of the stated interest in digital technologies
is merely PR or posturing is of course impossible to determine without closer
investigation.

Starting with SEB, they state that it can often be hard for mature universal banks
to compete with fintechs in market niches, since they can rapidly produce
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tailor-made technical solutions for specific financial services. But at the same time,
fintechs usually don’t have the customer base and public confidence that the big
major banks have. SEB sees a development where the trend is for banks and
fintechs to collaborate, increasing value creation for the end consumer. They also
highlight the power of digital technologies, in particular Blockchain and AI, to both
enable the bank to supply a better customer experience, as well as to improve the
efficiency of internal operations (Skandinaviska Enskilda Banken, 2017b).

Handelsbanken also dedicates a significant part of their annual report to how their
business model fits into an ever more digitized world. There is a lot more emphasis
on how digital transformation can be leveraged to produce value for the customer
than what is found in SEB’s report, but there is also nothing about utilizing digital
transformation strategy to improve operational efficiency, nor do they mention how
fintechs are better positioned to exploit these emergent digital technologies (Svenska
Handelsbanken, 2017).

In their annual report, Nordea claims to have just undergone the preparation phase
for a substantial digital transformation effort slated for completion in 2021. They do
not elaborate extensively on the type of technologies that are to be implemented,
but they do explicitely mention AI technology. Similarly to Handelsbanken, they
also state that the main driving force behind the digital transformation process is
customer demand and expectation (Nordea, 2017).

Swedbank too, dedicates some of their annual report to digital transformation
efforts. During the years 2015-2017, two new functional units have been created.
The first is Digital Banking, responsible for the development and maintenance of the
companies digital channels and the tools used to interface with the customers. The
second is Customer Value Management, which is responsible for, among other
things, unifying customer strategies and generating data-driven customer insights
(Swedbank, 2017).

2.3 EU Regulation

During the last few years, there have been a number of EU directives and
regulations passed by the European Commission that concern the handling of
personal data (GDPR), information and third-party access to bank accounts
(PSD2), and increased transparency in the securities market (MiFID II). The
impact of these directives on digital transformation in the Swedish banking sector
could vary. Some of them may serve to impose restrictions on banks, potentially
hampering successful digital transformation, while others might force them to
implement new technological solutions in order to maintain regulatory compliance,
theoretically serving as a driver for digital technology adoption.
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2.3.1 GDPR

The European Data Protection Board have put forth directive (EU) 2016/679 (also
called GDPR, General Data Protection Regulation) on the 27th of April 2016,
repealing the old directive 95/46/EG in the process (Datainspektionen, 2018).

The stated purpose of the directive is to:

1. Establish legal guidelines for the protection of natural persons with regard to
the handling of personal data and the free flow of said personal data.

2. Protect the rights and freedoms of natural persons as it pertains to their right
to protection of their personal data.

3. The free flow of personal data within the European Union is not to be
restricted or prevented for reasons pertaining to the protection of natural
persons’ personal data (Datainspektionen, 2018).

One important rule of thumb with the EU data protection law is the fact that an
organization cannot legally do anything with the personal data of an individual
unless it’s explicitly permitted by the law. The permissions are known as ”fair
processing conditions” or ”lawful grounds”, and can be found in an exhaustive list in
the body of the EU data protection law (European Comission, 2016). Put simply,
the default position in the handling of personal data is a prohibition (Bhaimia,
2018).

The underlying principles of the regulation are as follows (Bhaimia, 2018):

• Purpose limitation (Article 5(1)(b)): Personal data must be used only
for the (legal) purposes specified, and not processed in a manner that is not
included under those purposes.

• Data minimization (Article 5(1)(c)): Personal data shall be adequate,
relevant and limited to what is necessary in relation to the purposes for which
they are processed.

• Accuracy (Article 5(1)(d)): Kept personal data must be accurate, and
kept updated if necessary, and every reasonable step should be taken to ensure
that inaccurate data are corrected or deleted as quickly as possible.

• Storage limitation (Article 5(1)(e)): Personal data must be deleted as
soon as the purpose for which it was collected has been fulfilled.

• Data security (Article 5(1)(f)): Appropriate security measures must be
observed, requiring systems put in place to guard against unauthorized or
unlawful processing, and destruction or damage of personal data, accidental or
otherwise.
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• Accountability (Article 5(2)): The party in control of the personal data
has to be able to demonstrate compliance with the regulation. This
necessitates putting appropriate measure in place, depending on the type of
data processing performed and the subsequent risks faced.

Additionally, the GDPR is expanding the rights of natural persons to include the
right to erasure (the right to demand a corporation in possession of one’s personal
data to immediately delete said data) (Bhaimia, 2018). For banks and other
financial institutions, who often possess vast amounts of personal data stored in
separate information silos scattered over the organization, this might pose a
particularly difficult challenge.

2.3.2 MiFID II

The EU’s new regulation and directives for the securities market, MiFID II and
MiFIR, were accepted by the European Parliament in May of 2014, and
subsequently took effect on the 3rd of January 2018. They are the result of an effort
to increase transparency, strengthen investor protection, and improve the public
confidence in the European securities markets (Finansinspektionen, 2019b).

The new guidelines include a number of changes when compared to the predecessor,
MiFID I (Finansinspektionen, 2018b). Among these, the areas that are relevant to
digital transformation in banking are as follows (All items from
(Finansinspektionen, 2018b)):

• An organization dealing with securities trading needs a structured process
that includes the functionality of demonstrating that the financial instruments
being sold to customers correspond to the defined needs and risk profiles of
the customer group being targeted for sale of those same instruments.

• An organization offering investment advice to non-professional customers need
to provide documentation about what financial advice it has provided the
customer with, as well as how said advice corresponds to the customer’s
preferences, goals, and other characteristics. This documentation needs to be
supplied to the customer before a transaction stemming from a piece of
investment advice is executed.

• The handling of complaints needs to be more transparent, and individuals
responsible for compliance need to actively analyze the complaints submitted.

• The previous rules about transparency in the financial markets are being
made more strict, putting increased transparency requirements before and
after transactions for more categories of financial instruments than the
previous MiFID I regulation.
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• Additional restrictions are being put on businesses engaged in algorithmic
high-frequency trading.

• New requirements are introduced for companies supplying market data
services, introducing the assignment of new classifications depending on how
well the market data suppliers conform to these requirements.

• In compliance with MiFIR, a business dealing in securities trading needs to
report the details of financial instrument transactions no later than the end of
the subsequent business day. Compared to previous regulation, this rule
applies to a much larger array of instruments and markets.

2.3.3 PSD 2

The EU directive (EU) 2015/2366 (PSD 2) concerns payment services in the
internal market, and brings changes to directives 2002/65/EG, 2009/110/EG and
2013/36/EU, along with repealing directive 2007/64/EG (PSD). The directive was
announced December 23rd 2015, and came into effect on the 13th of January 2018
(Finansinspektionen, 2018a).

The stated purpose of the directive is to further the development of the payment
services market, and create favourable conditions for safe and efficient digital
payments. The payment services regulation is expanded to include so called
”third-party payment service providers”, requiring banks and other entities managing
financial accounts to, under certain circumstances, provide said third-party payment
service providers access to customer accounts, provided that the customer in
question has given their express permission (Finansinspektionen, 2018a). This has
some serious implications for European banks in terms of their strategy and
positioning in the value chain of digital payments, since it basically forces them to
collaborate with third-party payment service providers (Hatfield, 2017).
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3 Method

This section presents the planned methodical approach of the thesis. By utilizing the
methods presented within this section, the goal is to gather empirical data of
sufficient quality and quantity to meaningfully answer the research question.

3.1 Methodological Approach

The purpose of this study is to gain increased understanding about how Swedish
banks work with digital transformation, in particular what difficulties they
encounter, and their strategical approach to dealing with these difficulties. The
choice of methodology should reflect this purpose. With this in mind, this project
takes an abductive research approach, moving in an iterative manner between
inductive and deductive reasoning methods to arrive at a plausible explanation for
observed phenomena (Blomkvist and Hallin, 2015; Dubois and Gadde, 2002). This
approach provides a valuable benefit to this study, since it prescribes confronting
theory with empirical observations, and to use those empirical observations to
construct new hypotheses for testing, in turn seeking to expand upon theory.
However, the limited time and scope constraints imposed by the format of the
project severely limits the feasible number of iteration cycles, weighting the
approach heavily towards the inductive.

When utilizing case studies as a tool in developing theory, perhaps the most central
challenge is to maintain cohesion between the four factors described in Dubois and
Gadde’s (2002) Systematic Combining model: theory, the empirical world, the case,
and the framework (see figure 2).
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Figure 2: Systematic Combining model put forth by (Dubois and Gadde, 2002).

The abductive research model, by allowing for change, development, and
restructuring of the theoretical framework over the course of conducted research, is
well suited for this type of study.

3.2 Research Design

The study will be performed using qualitative methods. This will consist of
semi-structured interviews, primarily with employees from major universal banks in
Sweden. Interviews will be conducted with personnel in different parts of the
organizations, with the unifying characteristic being that they are responsible for or
otherwise heavily involved in some kind of digitally transformative work. Most of
the focus will be devoted to one particular bank, taking the form of a more in-depth
case study, while the interviews with employees from the other banks will primarily
serve as a point of comparison to increase the generalizability of the study. The
number of interviews will be 3 at the main subject of study, 1 at another major
bank, and one subject who is very knowledgeable in the area of banking, but has
primarily had a background managing fintechs.

When utilizing the aforementioned abductive approach, it’s important to be clear
about the methods by which one moves between the empirical and the theoretical.
In this study, a literature review is first conducted, from which a set of interview
questions are procured. The study is still firmly grounded in the theoretical domain
until the interviews are conducted, and empirical data is obtained. The mechanisms
by which one then moves back to the theoretical domain is through inductive
analysis of the interview results utilizing a coding approach lifted from grounded
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theory. Ideally, this could be conducted iteratively as depicted in figure 3, but time
and scope constraints inherent to the master thesis format restricts the number and
comprehensiveness of iterations beyond the first, resulting in a comparatively more
linear process represented in figure 4. While there is some possibility of moving
iteratively between the stages (represented by double arrows in the figure), the
scope of a given iteration must naturally be fairly minor. For example, a second
iteration of the interview stage could take the form of shorter, more structured,
interviews to get an evaluation of a particular issue that has arisen, or even through
simple email correspondence. The more short-form nature of this correspondence
would naturally gear itself more towards deductive hypothesis testing, and running
statements from newer interviews by the interviewees from the earlier ones.

Figure 3: General method outline. How the study moves between the empirical
domain and theory.

20



Figure 4: Specific method outline. How the work progresses over the course of the
study.

3.3 Objective of the Methods

In order to arrive at a meaningful answer to the research question, it’s productive to
break it down into more manageable sub-questions. The sub-questions can then be
used to formulate the interview and survey questions, making it easier to assign a
specific goal to a specific method, making the methods themselves more focused and
efficient. The breakdown of the research question was done as follows:

• What value is endeavored to be captured in the digital transformation efforts?

• What factors are currently, or have until recently, stood in the way of this
transformation?

• How are actors currently, or have until recently, sought to drive digital
transformation forward?

• How do you communicate this and anchor it within the rest of the
organization?

• How do the answers to all of the previous questions align with existing theory?

The first two sub-questions correspond to the first part of the research question,
namely what factors are serving as barriers to driving digital transformation in the
Swedish banking sector. Splitting the question into a cost-benefit formulation
emphasizes the fact that the inertia to change doesn’t only have to come from
implementation difficulties. There may also be a perception that the value that can
be produced through the adoption of a given technology may not yet be worth the
urgency given the prospected implementation costs. Some actors may also be
operating under the assumption that some technical solutions can be acquired
through cooperation with external actors, most often fintechs. An attentive reader
might recall that a hint of this attitude could be found in SEB’s annual report
(Skandinaviska Enskilda Banken, 2017b).

The third question directly corresponds to the second part of the research question,
how actors in the Swedish banking sector are looking to overcome the previously
mentioned barriers to implementation of new digital solutions. The fourth question
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is concerned with the alignment in views between those responsible for managing
digital transformation and those responsible for implementing it. A manager might
have a very well-formulated and comprehensive plan for digital transformation, but
problems may arise if that plan has not been clearly communicated and accepted by
the employees in the concerned business units. Finally, the last question is
concerned with how the answers to the previous questions align or contrast with
existing theory, which is important to keep the study from becoming simply an
empirical anecdote.

Looking specifically at which of these questions each method will be tasked with
answering, the qualitative interviews and subsequent inductive coding process will
be tasked with answering the first four questions. Besides serving as a basis for the
specific formulation of the two other methods, the literature review will also serve as
the main grounds for comparison for the last question.

3.4 Literature Review

The main purpose of the literature review is to collect information about the
selected area of research and to establish a solid theoretical basis in which the
empirical studies can be grounded. Because of the iterative nature of the chosen
approach, the literature study is not ”done” just because the empirical section of
the study has been initiated. New themes and problem formulations may emerge
over the course of the interviews, necessitating an additional dive into the literature
to find relevant theory, in turn having an impact on the structure of future
interviews. In short, the literature review should be used to facilitate learning and
productive empirical investigations, or to formulate hypotheses to be tested in
future stages the study. Over the course of the study, an effort should be made to
consult existing theory in the event of an unexpected empirical finding, and
incorporated into the literature review if it has explanatory power, constantly
working to maintain cohesion between theory and the empirical world.

The literature review is structured in a narrative/thematic fashion, primarily to
facilitate the reader quickly grasping the common themes found over the course of
the review. The main categories for objectives of a literature review can be
summarized as integration, consisting of generalization, conflict resolution, or
linguistic bridge building; criticism, the critical review of previous research; and
identification, the process of identifying common themes (Turner, 2018; Cooper,
2003).

Based on the literature review, a very basic theoretical model will be constructed, to
be used as a basis to formulate the questions for the interviews.
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3.5 Qualitative Research Methods

The main source of qualitative empirical data for this thesis will be the
aforementioned semi-structured interviews with employees heavily involved with or
responsible for digital transformation efforts. The interviewees will be asked
questions designed to guide them towards answering the three assigned questions
described in section 3.3 (also reiterated below), all the while being careful not to
guide them towards any particular answer, in an effort to minimize biased results.
The exact design of the interview questions can be found under section 4.8.

1. What value is endeavored to be captured in the digital transformation efforts?

2. What factors are currently, or have until recently, stood in the way of this
transformation?

3. How are actors currently, or have until recently, sought to drive digital
transformation forward?

4. How do you communicate this and anchor it within the rest of the
organization?

The interviews will be recorded, transcribed and later coded inductively using an
approach inspired by the coding process found in Grounded Theory. This entails
reading through the transcribed interview in a iterative fashion, switching between
open coding (identifying the key themes and categories expressed in the interview),
and focused coding (focusing on a particular theme/category and trying to identify
more occurrences of it). This method will be elaborated on under section 3.5.1.
Reviewing the transcripts in this systematic way reduces the impact of subjectivity
and bias from the person performing the compiling and increases the credibility of
the method’s outputs (Thornberg and Charmaz, 2014). It warrants clarification
that a pure Grounded Theory approach will not be used. Rather, only the coding
process of the interview transcripts will be performed using steps lifted from
Grounded Theory.

The questions for the interviews will be sent to the interviewees well in advance,
allowing them ample time to reflect, and prepare any material they think they
would need to answer said questions, hopefully resulting in more productive
interviews. This extra time for the interviewees to reflect on the questions is
beneficial, since the link between a particular digital technology and issues such as
long term strategic goals and value capture may not always be obvious. Similarly,
the obstacles standing in the way of implementation of a digital solution may be
very complex and multi-faceted, necessitating some preparation in providing a
meaningful explanation.
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Additionally, every interviewee will be clearly informed of their rights pertaining to
the material gathered through the interview. This includes, but is not limited to,
the right to abort the interview at any time, ask for parts to be excluded, issue full
or partial corrections, and so forth.

3.5.1 Interview Coding Method

As was first mentioned under section 3.2, the interview transcripts will be coded
using an approach lifted from Grounded Theory. Grounded Theory has been
utilized in many different areas of research sharing similarities and characteristics to
the area in which this thesis is situated, including Telecommunications (Hahn,
2015), ICT and System Design (Bergaus, 2015) and Change Management (Bamford,
2008). Additionally, Grounded Theory is extensively used in Management and
Organizational Research (Locke, 2011, p.2), as well as in the Behavioural Sciences
(Creamer, 2018).

The general outline for the coding approach is as follows. First, data is collected
through the conduction and later transcription of interviews. After this, the open
coding phase begins, where the key concepts and categories reflected in the answers
are identified. Next, the process enters the axial coding stage, where categories are
compared to each other, investigating whether they can be merged into a more
overarching category. Once this is done, the focused coding stage begins, where
previously identified concepts and categories are reviewed one-by-one, and more
occurrences (or contrasting empirical data) are identified by once again going
through the transcript. The cycle then begins anew with data collection by the
conduction and transcription of a new interview. This is repeated until the
identification of new items saturates. A graphical illustration of this process can be
found in figure 5
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Figure 5: Outline for the interview coding process.

3.5.2 Interviewees

The banks where the interviewees are employed, and the interviewees themselves,
will be given code names. The banks will be called ’Bank A’ and ’Bank B’, while
the interviewees will be called ’Interviewee A1’, ’Interviewee A2’, ’Interviewee B1’,
etc. where the letter signifies which bank they belong to.

The interviewees are:

• Interviewee A1: CTO of Large Corporates & Financial Institutions at
Bank A, a major Swedish universal bank.

• Interviewee A2: Head of Open Banking at Bank A, a major Swedish
universal bank.

• Interviewee A3: Domain Architect at Bank A, a major Swedish universal
bank.

• Interviewee B1: Programme Manager for Digital Transformation at Bank
B, a major Swedish universal bank.

• Interviewee D1: CEO and Co-Founder of an extremely successful Swedish
fintech. Leading position in a small Swedish bank.

A more detailed description of the interviewees can be found in appendix A.
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3.5.3 Strategic Considerations for the Interviews

Denscombe (2000) presents nine different questions that a prospective interviewer
should be able to affirmatively answer for an interview to be conducted successfully
as a research method:

1. Is the interview a suitable method as it concerns:

• The subject of investigation?

• The need for detailed information?

• Access to informants?

• Necessary resources (time and money)?

2. Do you have a clear picture of the subject of discussion?

3. Can the interviews be planned well in advance, so there is a possibility of
writing out and analyzing data?

4. Can you be sure that your ”self” doesn’t pose a major hindrance for the
interviewee to openly and honestly answer the questions (Interviewer effect)?

5. Have the appropriate ”instances” given you permission to conduct the
interview?

6. Is there clarity on the selection criteria for the informants?

7. Have you agreed on a suitable time and place for the interview (lack of
disturbance, acoustics, etc.)?

8. Is there a stipulated time limit for the interviews, and are the participants
aware of said limit?

9. Are you presenting yourself in the most appropriate way (dress, level of
formality, etc.)?

All of these points will be given consideration when approaching the interviews.
However, time and scope constraints inherent to the master thesis format somewhat
limits the degree to which some of these criteria might otherwise be accommodated.

Regarding the first question, interviews are definitely a suitable method to quickly
acquire insight on the difficulties faced by people working with digital
transformation in the banking sector. This is especially true when considering the
aforementioned time constraints. Another approach, such as acting as a
participating observer, while quite possibly conducive to producing insight in this
area, would most likely have been too time-consuming for a master thesis on this
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subject. Conversely, a method requiring less of a time commitment, such as surveys,
would likely not produce the level of detailed information required to meaningfully
answer the research question. As can be seen in section 3.5.2, access to informants
will not pose a problem.

For question two, that is the purpose of the theory and literature review. Question
three can be answered affirmatively by the study having comparatively fewer
interviews that might otherwise have been desirable for a study of this type.

Regarding question four, the person who will be performing the interviews does
have some limited experience of working in banking. This will hopefully reduce the
feeling of the interviewees that they are talking to an ’outsider’, and could
potentially lead them to answer more candidly than they otherwise would. For
question five, since the interview subjects typically are figures that lead their
respective units, permission to conduct the interview should prove to be a non-issue.

There is also relative clarity in the selection criteria, namely ”(...) employees heavily
involved with or responsible for digital transformation efforts.”, as mentioned under
section 3.5. While this criterion certainly is broad (And intentionally so, to increase
the pool of prospective interview subjects, reducing the risk of declination or
cancellation leaving the study with too few interviews, as well as increasing the
breadth of perspectives), it’s not vague.

As for question seven and eight, consideration will be given to choosing a suitable
time and place for the interviews, and the standard length of the interviews will be
limited to one hour, which will also be communicated to the interviewees when a
time and place for the interview is being negotiated.

Finally for question nine, the interviewer’s limited background within banking
previously mentioned when discussing question four should theoretically facilitate
the fulfillment of this criteria.
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4 Literature and Theory Review

This section presents previous research on the subject of digital transformation, both
in general and in the Swedish banking sector specifically, to establish a theoretical
basis in which the study can be grounded. The presented theory is structured in a
”funnel” fashion, starting with looking at digital transformation broadly, before
zeroing in on implementation barriers relating to the banking sector.

4.1 Digital Transformation

Although the name of the research area might seem self-explanatory at first glance,
it’s still useful to explicitly establish a working definition of the term Digital
Transformation. i-SCOOP, a Belgium-based company providing publications and
consulting in, among others, the field of digital business defines digital
transformation as follows: ”Digital transformation is the profound transformation of
business and organizational activities, processes, competencies and models to fully
leverage the changes and opportunities of a mix of digital technologies and their
accelerating impact across society in a strategic and prioritized way, with present
and future shifts in mind” (I-SCOOP, 2019).

Ebert and Carlos provide a similar, although more concise, definition of digital
transformation as the process of ”(...)adopting disruptive technologies to increase
productivity, value creation, and the social welfare” (Ebert and Duarte, 2018). An
article by Filatova et al. (2018) also offers a useful distinction by positing that
Digital Transformation is different from concepts such as automation and
informatization in that it not only enhances the efficiency of existing processes, but
also enables the creation of new opportunities and novel problem solutions. A
succinct definition in as plain of terms as possible could thus be as follows:

”Digital Transformation is change driven by digital technology, increasing efficiency
of existing processes, as well as enabling new opportunities and business models”

4.2 Digital Transformation Strategy

One of the most widely researched and discussed areas of digital transformation is
the relation it has to strategy. One sentiment that is echoed very frequently is that
an organization’s strategy should drive the development of digital technologies, and
not the other way around. That is to say that a digital strategy is not a strategy
concerned with how to adopt emergent technologies to develop new digital tools,
but rather how to integrate and use those tools to better align with an
organization’s strategic vision (Kane et al., 2015; Rogers, 2016; Matt et al., 2015).
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In Kane et al. (2015), it is argued that the key to unlocking the power of digital
transformation strategy lies in how an organization formulates the scope and
objectives of said transformation. Organizations that are at an early state of a
digital transformation tend to focus too much on individual technologies and thus
have strategies that are purely operational in focus. In contrast, organizations that
are more proficient in this process tend to formulate digital strategies that are
aimed at transforming the business to facilitate the overall organizational strategy.

Rogers (2016) presents a similar view. He emphasizes that ”Digital Transformation
is not about technology, it is about strategy and new ways of thinking”. He also offers
a similar sentiment to Filatova et al. (2018), when distinguishing between the
traditional role of the Chief Information Officer to optimize processes, reduce risks
and to increase the efficiency of the existing business, and the emerging Chief
Digital Officer’s role being more strategic in nature, focusing on using technology to
”(...) re-imagine and reinvent the core business itself.

Matt et al. (2015) also point out the need for alignment between digital
transformation strategies and an organization’s various business strategies, though
their reasoning for arriving at that conclusion is slightly different. They argue that
the integration of digital technologies often has substantial impact throughout an
organization, potentially impacting products, business processes, sales channels, and
supply chains. In light of this, they state that: ”To account for their
company-spanning characteristics, digital transformation strategies cut across other
business strategies and should be aligned with them” (Matt et al., 2015). How they
visually represent this relationship can be seen in figure 6.

Figure 6: Relationship between digital transformation strategy and other corporate
strategies (Matt et al., 2015).

A 2018 article by Gale and Aarons also emphasizes the importance of cohesion
between business, corporate, and digital transformation strategy, stating that: ”The
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key reason why so many organizations struggle is that they add digital technology
without transforming their thinking and without connecting everything (people,
processes, IP/intellectual property, systems, insights, etc.) to become truly digital
(...)” (Gale and Aarons, 2018).

4.3 Competition in the Digital Landscape

As all aspects of society have become ever more digitized, the arenas in which
businesses innovate, create value, and compete with each other have changed
dramatically. A significant number of books and articles have endeavored to analyze
the implications of this and how it relates to successful management of
organizations (Andriole et al., 2017; Rogers, 2016; Matt et al., 2015).

In their recent publication on rapid technology adoption and digital transformation,
Andriole et al. (2017) state that in today’s digital landscape, ”Learning how to
immediately and seamlessly identify, pilot and deploy ready technologies is a skill
that must be developed and institutionalized”. They give five main reasons for this
assertion. Firstly, the accelerating pace of digital technology change, fueled by
Moore’s Law, consumerism, globalization, etc. Secondly, the cumulative impact of
integrated technology solutions, opening up ever more interfaces between
technological systems that were traditionally closed of from each other. Thirdly,
increasing ease of deployment for emerging technologies, primarily through methods
such as cloud delivery. Fourthly, falling cost of deployment due to commoditization
and increasingly favorable software price/performance ratios. Lastly, companies
increasingly realizing that their ability to compete is dependent on their ability to
leverage digital technology. Because of this fact, information technology is playing
an ever increasing role in practically every aspect of business (Andriole et al., 2017).

Rogers (2016) also notes how digital forces are reshaping the way businesses seek to
not only create value for their customers, but also conduct their internal operations
in order to retain cohesion in the digital landscape. He identifies five ”domains”
where digital technologies are changing the basic assumptions that corporations
must operate under in order to be successful in the market. The five domains
identified are customers, competition, data, innovation, and value (See table 1).
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Table 1: Domains where basic assumptions must be challenged (Rogers, 2016).

From To

Customers

Customers as a mass market Customers as dynamic network
Communications broadcast Two-way communication
Firm is key influencer Customers key influencers

Marketing persuades purchase
Inspire purchase, loyalty, advo-
cacy

One-way value flows Reciprocal value flows
Economies of (firm) scale Economies of (customer) value

Competition

Within defined industries Across fluid industries

Distinct partners & rivals
Blurred distinction between part-
ners & allies

Zero-sum game
Competitors cooperate in key ar-
eas

Key assets inside firm Key assets in outside networks
Products with unique features
and benefits

Platforms with partners who ex-
change value

A few dominant competitors
Network effects leads to Winner-
takes-all

Data

Data expensive to generate inter-
nally

Data continuously generated ev-
erywhere

Challenge is storage & manage-
ment of data

Challenge is turning data into
valuable information

Firms only make use of structured
data

Unstructured data increasingly
valuable

Data bound in operational silos
Value of data is connecting it
across silos

Data is a tool to optimize pro-
cesses

Data is a key valuable asset for
value creation

Innovation

Decisions made on intuition & se-
niority

Decisions made on testing & val-
idating

Testing is slow,expensive & diffi-
cult

Testing is cheap, fast & easy

Infrequent experiments, by ex-
perts

Constant experiments, by every-
one

Challenge of innovation is finding
the right solution

Challenge of innovation is solving
the right problem

Failure avoided at all costs
Failures are learned from, early
and cheaply

Focus on the finished product
Focus on minimum value proto-
types and iteration
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Value

Value proposition defined by in-
dustry

Value proposition defined by
changing customer needs

Execute your current value
proposition

Uncover the next opportunity for
customer value

Optimize your business model as
long as possible

Evolve before you must, stay
ahead of the curve

Judge change by how it impacts
current business

Judge change by how it could cre-
ate your next business

Market success allows for compla-
cency

”Only the paranoid survive”

In the customer domain, the prevailing model for a long time was utilizing
economies of scale and one-way mass communication (I.E. make a product to serve
as many customers as possible, while trying to design a marketing scheme to reach
and persuade as many customers as possible). However in the digital age, it’s
moving more towards a state that is mostly customer network driven. Digital tools
are dramatically changing how consumers discover, evaluate, purchase, share, and
use products. For the competition domain, competitors have moved from a state
where mostly homogeneous rival businesses with very little diversity between their
value propositions faced of against each other, to a world of fluid industry
boundaries where one has to account for things such as asymmetric competitors,
cooperation/coopetition business models, and strong network effects. As for the
data domain, it has moved from a state of data being scarce and expensive, to a
”data deluge”. Additionally, with emergent digital technologies such as machine
learning and other ”big data” tools, even what was traditionally considered ”junk
data” can be potentially valuable. In the innovation domain, the changes are
characterized by digitally driven rapid and high-frequency testing, enabled by the
dramatically reduced cost made possible by digital technologies. Finally, in the
value domain, companies can no longer rely on a static value proposition without
the risk of competitors finding some new novel way to leverage emergent technology
to offer a superior value proposition (Rogers, 2016).

4.4 Digital Leadership

Among the articles studied, there is clear consensus on the role of leadership in
managing digital transformation. That is to say, digital transformation must be
directed and supported from the top, and management practices have to be
established to govern these high-complexity transformations (Matt et al., 2015;
Kane et al., 2015).

According to Kane et al. (2015), organizations that have come a longer way in their
digital transformation (and thus can be assumed to be more proficient at it) are

32



nearly twice as likely compared to less developed organizations to have a single
person or group leading the digitization effort. Additionally, employees in these
organizations are significantly more confident in their leaders’ digital fluency. It is
also noted that digital fluency doesn’t require mastery of the technologies in
question. Rather, it requires being able to speak persuasively about the value of
said technologies to the organization.

The article by Matt et al. (2015) mentions the importance of establishing
management practices for digital transformation, and states that these practices
need to include a digital transformation strategy that spans over many business
units and processes, in order to maintain cohesion between the digital
transformation strategy and the overall strategic goals of the organization itself.

4.5 Digital Banking: Barriers to Implementation

The following section presents the main barriers identified within the literature, that
are standing in the way of digital transformation in the banking sector.

4.5.1 Existing Technological Infrastructure

Barriers standing in the way of continued digital transformation imposed by existing
technological infrastructure is a commonly recurring issue, both in the literature
and reports from industry actors (Scardovi, 2017; Hassani et al., 2018; Saal et al.,
2017; Boston Consulting Group, 2018)

Scardovi (2017) puts forth four barriers to implementation of new digital
technologies in banks related to existing technological infrastructure. The first two
factors can be summarized as having to do with ”Path Dependency” in how banks
have handled the intersection between business models and technology adoption
historically, and are described as follows:

”(...) The typical IT application landscape of a traditional bank will usually look
complex because its “universal bank” business model is covering a very large product
set that proliferated through the years and with doubtful profitability—with almost no
elasticity on the side of the underlying applications.” (Scardovi, 2017, p.229)

”(...) it (Note: The aforementioned IT application landscape) is also fragmented
because of the growth strategy of the bank (with most of the growth coming from
consolidation and MA), with no standard process and limited rationalization of
never fully integrated and often inconsistent applications, requiring endless
reconciliation and much prone to errors and reworks.” (Scardovi, 2017, p.229).

The third factor put forward is the relative ”short-termism” in IT strategy that

33



banks have been forced to adopt to comply with new regulatory requirements and
compliance procedures, which has contributed to fragmented solutions with a high
degree of incompatibility with each other. This interacts with the regulatory issues
discussed under section 2.3 and 4.5.3. The fourth and final factor put forward is the
way specialization of functions have been separating business and technology
competence into ”organizational silos”, where ”the ones that do business are not
necessarily knowledgeable and keen on technology, and vice versa (with various
layers of compliance that make even more difficult their communication and
coordinated alignment)” (Scardovi, 2017).

Hassani et al. (2018) offer a more operative and outcome-oriented conclusion, stating
that although banks have access to copious amounts of unstructured data that
could potentially be used for big data analysis or other types of similar data-driven
solutions, there is a persistent problem of complexity and difficulty in data quality
assurance, and insufficient dataset storage and maintenance procedures. While it is
never explicitly stated that this is caused by the issues described by Scardovi
(2017), it can be reasonably assumed that they interact negatively to some degree.

4.5.2 Mismatch in Employee Skill-set

One subject that occurs with somewhat lesser frequency in the literature than the
other categories in this section (though still often enough to warrant inclusion) is
the differing skill-set among employees at the current state, compared to the
skill-set needed as the organization’s digital maturity increases (Scardovi, 2017;
Hassani et al., 2018).

Hassani et al. (2018) state that one of the many obstacles to implementing big data
techniques in banking is the costly and time consuming process of training or
acquiring new personnel towards pattern identification and data preprocessing.

Scardovi (2017) discusses the social and ethical issues inherent in digitally driven
automation and process rationalization. As the digital maturity of the organization
increases, the required employee competence will also shift, potentially bringing
with it large-scale layoffs.

Another raised issue involves the phenomena of assigning to the people involved in
the process of a task the automation of their environment and key processes, which
may introduce a situation with a distinct conflict of interest. Scardovi (2017)
illustrates this with a common turn of phrase, stating that betting on these people
productively and sincerely driving digital change is like betting on ”turkeys waiting
for Christmas” (Scardovi, 2017, p.96,228). While one could state that there’s an
obvious flaw in this point, in that the people responsible for implementing new
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digital processes are often not involved in the day-to-day operations of said
processes, the fact that they may be indirectly depriving fellow employees of their
jobs may still lead to a similar conflict of interest.

4.5.3 Regulation

The banking sector and the financial services industry are among the most heavily
regulated business areas in modern times. In the last few years in particular, many
new guidelines and regulatory frameworks that will inevitably have a significant
impact on digital transformation processes have been rolled out at the EU-level
(The specifics of some of these guidelines were briefly described under section 2.3).

The manner in which regulation is discussed in the literature concerned with digital
transformation in banking predominantly falls into one of two categories, the most
common being traditional barriers to implementation (Ramsay, 2018; Bhaimia,
2018). Additionally, a fair number of articles and books published on the subject
points at the PSD2-driven development towards Open Banking allowing third party
actors (most often fintechs) direct access to crucial parts of the banks’ value chains,
allowing them to outperform banks in delivering valuable and customer-tailored
solutions in several areas (Aubrey and Tushar, 2016; Hanley, 2015; Saal et al.,
2017). At the same time, some banks are choosing to take a collaborative approach
towards fintechs instead of competing with them on a technological level
(Skandinaviska Enskilda Banken, 2017b), suggesting that there may be an effect
where banks are disincentivized from developing certain digital capabilities by
regulation-driven changes in the competitive landscape.

Besides regulation restricting the utility of certain digital solutions, serving
essentially as a ”non-starter”-factor for certain types of initiatives, it also serves as a
significant factor of uncertainty in a number of areas, where it’s clear that the
regulators have not been up to date with the most recent technological applications.
An example of these legal grey areas was explored by Ramsay (2018), where the
compatibility between blockchain technology and the GDPR was examined. Since
digital transformation efforts in banks consume a lot of time and resources, the
monetary cost of a fine for non-compliance with GDPR being based on a proportion
of total global revenue (Bhaimia, 2018), and banks generally being very risk averse
to reputational risk events, this type of regulatory uncertainty is likely a strong
disincentive to adopt certain digital technologies.

The GDPR in particular seems to offer rather firm restrictions on data usage in
digital technology applications, both in academic research and in the industry at
large. Hassani et al. (2018), when looking at digitalization and big data mining in
banking organizations, stated that ”(...) the confidentiality restrictions of banking
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related data has limited the progression of research”.

In a similar vein, Gaertner (2015) stated that one of the biggest challenges with
implementing a solution for big data analytics was developing systems for efficient
data ownership management and compliance with data protection laws. This was
even before the introduction of the GDPR, which imposed even harder restrictions
on data protection, as well as an accountability clause, requiring parties in control
of personal data to be able to demonstrate compliance with the new guidelines
(Bhaimia, 2018).

4.6 Summary of Literature Review

While there have been a large number of studies performed that fall under the
umbrella term of digital transformation, it’s immediately apparent that the vast
majority of published books and articles approach the subject with a very
generalized, top-down approach. Many studies state the need for company-spanning
strategical initiatives to ensure cohesion between digital transformation strategy and
overall business and corporate strategy, but comparatively little is said about how
an organization should arrive at their specific digital transformation strategy, and
what distinguishes a good strategy from a bad one.

On the other extreme end of the spectrum, a considerable amount of publications
focus on the new ways of value creation and competition brought on by new and
emergent digital technologies. Here, the consensus seems to be organizations need to
adapt the way they look at technology, customers, and value, to match the modern
digital landscape. It’s often emphasized that this cannot only be a change on the
part of management, attitudes need to change throughout the whole organization,
ideally actuated by a radical shift in company culture.

In short, the general literature on digital transformation seems fixated on two
extremes. The high-level, top-down strategic perspective on digital transformation,
as well as the seemingly bottom-up, consumer value- and technology-driven
perspective.

In the literature specifically concerned with digital transformation in banking, the
picture was somewhat similar, with a primary focus on more general
strategy-oriented articles, as well as a vast number of articles concerned with new
ways for banks and other providers of financial services to deliver value to
customers, especially in relation to fintechs. Luckily, there were also a significant
number of publications concerned with implementation difficulties when performing
digitally transformative work. Most of the factors raised could be categorized into
either restrictions imposed by existing technological infrastructure, or restrictions
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and disincentives imposed by regulation, with a smaller number of entries also
discussing disparities between possessed employee capabilities and those necessary
to productively drive digital transformation forward.

While discussion on exactly what barriers stand in the way of achieving increased
digital capability in banking was relatively prevalent, descriptions on exactly why
these problems occur, their consequences if left neglected, and proposals on specific
and concrete solutions for said problems were conspicuous by their absence. The
categories of barriers standing in the way of digital transformation in the banking
sector, as they were identified during the course of the literature review, are
represented in figure 7.

Figure 7: The different categories of barriers hampering digital transformation in the
banking sector.
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4.7 Theoretical Model

This section presents the theoretical model used, in combination with the literature
review, to formulate the interview questions.

The model is fairly simple, and contingent on a few basic assumptions. These are:

• Banking organizations strive towards a future state, complete with a desired
value proposition, certain products and services, a certain system architecture,
specific competencies in their human capital, and so forth.

• In working towards this desired future state, barriers and difficulties will be
encountered. These can either be grounded in factors internal to the
organization (I.E. stemming from the current state), or external in the form of
regulation, market forces, etc.

• Naturally, solutions to these problems must be compatible with the
environment (they must be compliant with regulatory and market demands),
as well as serve to resolve the underlying problems inherent to the
configuration of the current state.

Given these assumption, the theoretical model is constructed in the manner
represented in figure 8. In the centre of the figure is the organization, with a current
and desired future state illustrated on either side. Between the two states, standing
in the way of moving from the current state to the desired state, are barriers. In
this figure, the barriers consist of what was found during the course of the literature
review. Two of these barriers have their root in the characteristics of the current
state (Existing Technological Infrastructure and Mismatch in Employee Skill-set),
while the regulation constitutes a problem with an external cause.

Of course, any prospective solutions formulated with the ambition of moving the
organization towards the desired future state must be based on and informed by an
understanding of what constitutes the barriers. Additionally, solutions must be
compatible with the overall business ecosystem, or the environment, as it’s
formulated in this model. Lastly, to properly transition towards a new state, the
solutions need to meaningfully modify the factors constituting the current state.
This is the difference between a solution that meaningfully transforms parts of the
organization, and a solution that’s always going to remain a concept document or a
glorified PowerPoint presentation.
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Figure 8: Theoretical Model.
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It might not require mentioning, but the individuals that are to be interviewed over
the course of this study are situated within the ’Organization’ box. Employees
actively working with digital transformation initiatives are likely to have a very
good grasp of the factors situated within this box. While their grasp on the
environmental factors in their entirety may not be as complete, they can be
expected to be well-equipped in answering how said factors relate to their respective
area of responsibility.

A key takeaway of this model is that even though the purpose of the study is only
concerned with barriers and solutions, these barriers and solutions cannot be
properly understood without a basic knowledge of the overall operating context of
the subject of study. The barriers standing in the way of digital transformation for
a specific entity are of course dependent on how said entity aspires to conduct
operations in the future, their current state, as well as the overall business
ecosystem. When formulating the interview questions, this point should not be
ignored.

4.8 Interview Design

This section presents the questions used for the qualitative, semi-structured
interviews performed over the course of the study, as well as the reasoning behind
their inclusion and formulation. The interview questions asked of the interviewees,
and also sent to them in advance, were as follows:

Interview Question 1: Please briefly describe the general role of your
team/business unit within the organization, as well as your role within said
team/business unit. Aspects relating to digital transformation are of particular
interest.

The reasoning behind the inclusion of this question is based on two factors. The
first one is the simple practicality of being able to use the interview subjects’ own
description of the business units’ tasks and function when quoting them. The
second is the fact that the value a certain business unit seeks to capture in their
digital transformation efforts is likely dependent on their role and positioning in the
organization. Similarly, difficulties encountered and developed solutions are likely to
depend on this factor as well.

Interview Question 2: When working with digital transformation, what value are
you seeking to capture? (Can be anything from simple improved process efficiency,
to more advanced ”novel” ways of generating value, such as data-driven customer
insights using machine learning, etc.)
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This question more or less directly corresponds to one of the questions that was
formulated as an objective for the method to answer. Thus, its inclusion as a
question should be fairly uncontroversial. The clarification was added in an effort to
ensure that the different respondents answer the question with as little variance in
their notion of digital transformation as possible. Otherwise respondents might be
answering while under different operating assumption regarding digital
transformation, which could skew the results.

Interview Question 3: When working with digital transformation, what barriers
to implementation have you encountered?

This question directly corresponds to the second question that was formulated as an
objective for the method to answer. Furthermore, it matches the first part of the
research question, making its inclusion as an interview question very well justified.

Interview Question 4: Are there any digital technologies that have potential to
produce or deliver significant value for your team/business unit, but has been deemed
presently unviable to implement? (For example: Technology X could produce value
Y, but is unviable because of regulatory restrictions, lack of required competence, lack
of funding/approval from management, or any other restriction)

This question was included to capture digital transformation initiatives that were
not even initiated due to certain restrictions making them unviable. Should these
restrictions prove specific for the banking sector, they could greatly contribute to
answering the research question. Additionally, these restrictions aren’t properly
captured by interview question 3.

Interview Question 5: How do you work to overcome or circumvent the problems
discussed in the previous two questions, and successfully capture the value discussed
in interview question 2?

This question corresponds to the third question that was formulated as an objective
for the method to answer, as well as the second part of the research question. These
two factors should make its inclusion among the interview questions uncontroversial.

Interview Question 6: What is your strategy for digital transformation, and is
said strategy specific for your team/business unit, or does it span the whole/a larger
part of the organization? If the digital transformation strategy spans over many
parts of the organization, how is it communicated and anchored within the respective
business units?

The justification for this question is largely grounded in the existing theory about
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digital transformation, discussed in detail under section 4.2. While this doesn’t
directly correspond to any of the objectives of the method, the literature states that
the formulation and implementation of a comprehensive and cross-functional digital
transformation strategy is one of the most important tools for driving productive
and beneficial digital transformation initiatives. In essence, the literature predicts
that a reasonably digitally mature organization will utilize its digital transformation
strategy in addressing the issues discussed under interview question 2 to 5.

Interview Question 7: What is your strategic approach to fintechs? Do you see
them primarily as competitors or potential partners for cooperation/coopetition?

The subject of banks relation to fintechs is something that is discussed frequently in
the literature on digital banking and digital transformation in banking. This
question is especially important in relation to the previous questions, since a bank
with a mind for deep cooperation with a wide variety fintechs may feel less
imperative to evolve their own digital competencies.

42



5 Results and Analysis

This section describes the results and analysis of the interview answers. The section
is structured to go through each of the identified categories of answers, before briefly
summarizing,

5.1 Barriers to Implementation

Throughout the interviews, a large number of different barriers and difficulties that
commonly present themselves when striving to drive digital transformation were
discussed. Many of these were things that already came up in the literature and
theory review, while some factors were more unexpected.

5.1.1 Legacy Infrastructure

The hampering effect that legacy infrastructure can have on digital transformation
efforts is something that most of the interviewees acknowledged. Although the
amount of emphasis on this factor varied among the interview subjects, this point
was comparatively less prevalent than one would expect from the literature and
theory review.

When asked what the main barriers standing in the way of digital transformation in
Bank A are, the first factor presented by interviewee A3 was described as follows:

”I think one symptom that is present in pretty much all larger financial institutions
is the fact that we have a lot of older, legacy systems. This doesn’t have to be a
problem in and of itself, but situations do occur where the people that are familiar
with the inner workings of these systems have long since left the bank. (...) and the
business side don’t even understand the system in itself. This is problematic in a
situation where you’re trying to drive transformation, because you have too many
systems where you don’t really know their full role and scope. Furthermore, these
systems have often been very monolithic, and constructed to fulfill a single or small
number of tasks. This makes transformation, as well as performing some kind of
decoupling, a big challenge.”

This is an answer that comes very close to what one might expect from reading the
theory. Interviewee B1 presents the problem of having a large number of legacy
systems and infrastructure in a similar way, comparing it to carrying around a lot of
extra luggage:

”Another thing that makes things hard is the fact that we have existed for such a
long time. We are carrying around a lot of luggage, old legacy systems. There’s even
old COBOL systems from the seventies, and then you have to integrate that with
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new solutions and processes. That can definitely be challenging.”

Interviewee A1 also points to the fact that when dealing with corporate customers,
systems are often constructed based on outdated assumptions:

”The distribution channels traditionally used have been focused on the assumption
that there is some kind of ’operator’ performing manual intervention on the other
side (...) this will soon be history, because it’s not efficient enough”

Interviewee A2 also acknowledges the problematic nature of working around legacy
systems and infrastructure, but at the same time emphasizes the utility that they
provide:

”(...) Then we also have a lot of technology based challenges that we need to
overcome. We have a lot of old legacy systems in the Swedish major banks. We are
tackling this by handling our development in a certain way.”

When asked to elaborate on this issue, the respondent continued:

”In a way, it’s like doing a heart transplant on a flying airplane. On the one hand,
our legacy systems have a very high reliability, the uptime is almost constant, and
they are generally not sensitive to extra load. In that way, we are in no urgent hurry
to move away from these systems. They have served us well, so to speak. On the
other hand, we need to ’API:ify’ these systems (...) So what I do is I pull out threads
and services from this system, and publish them on our internal gateway, to later be
rolled out on the channel of choice for customers or for a developer, and so on.”

This introduces an interesting dynamic, because it suggests that banks being slow
to move away from legacy systems and infrastructure may not come down to just
the technical challenge involved with transferring services to more modern system
solutions. It may instead be, at least partly, a conscious strategical decision based
on the assessment that the marginal value captured by moving to a new system
does not outweigh the reliability and stability offered by the legacy ones. Of course,
this is heavily dependent on the time horizon used to make the assessment.

This has some potentially problematic implications. As the demands for flexibility
on the front-end grows, more and more ways for the API to access the underlying
services of the legacy system has to be introduced. This way, while one might
increase accessibility and flexibility on the front-end, the dependence on the legacy
system also grows, and with it the disincentive to move away from said system.
This may be tantamount to pushing an ever growing cost onto the future, when the
day finally comes where the bank is forced to move away from the old system.
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While the interviewee in question does strongly emphasize that short-term tactical
fixes are heavily discouraged, presumably to avoid situations similar to what was
previously described, it’s hard to deny that an incentive exists for managers to let
development drift in that direction, particularly in environments with very
short-term and stringent performance goals. While this may not be the case in the
bank interviewee A2 worked for, the possibility exists that this problem is occurrent
in other banks.

The key quotes and corresponding codes for this category of barrier is summarized
in table 2.

Table 2: Key quotes and codes for the barrier category ’Legacy Infrastructure’.

Interviewee Code Quote

B1
Legacy
Systems

”Another thing that makes things hard is the fact that we have
existed for such a long time. We are carrying around a lot of
luggage, old legacy systems. There’s even old COBOL systems
from the seventies, and then you have to integrate that with
new solutions and processes. That can definitely be challeng-
ing.”

A1
Outdated
Assump-
tions

”The distribution channels traditionally used have been fo-
cused on the assumption that there is some kind of ’operator’
performing manual intervention on the other side (...) this
will soon be history, because it’s not efficient enough”

A2
Legacy
Systems

”(...) Then we also have a lot of technology based challenges
that we need to overcome. We have a lot of old legacy systems
in the Swedish major banks. We are tackling this by handling
our development in a certain way.”

A2

Reliability,
disincen-
tive to
switch

”In a way, it’s like doing a heart transplant on a flying air-
plane. On the one hand, our legacy systems have a very high
reliability, the uptime is almost constant, and they are gen-
erally not sensitive to extra load. In that way, we are in no
urgent hurry to move away from these systems. They have
served us well, so to speak. On the other hand, we need to
’API:ify’ these systems (...) So what I do is I pull out threads
and services from this system, and publish them on our inter-
nal gateway, to later be rolled out on the channel of choice for
customers or for a developer, and so on.”
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A3
Legacy
Systems

”I think one symptom that is present in pretty much all larger
financial institutions is the fact that we have a lot of older,
legacy systems. This doesn’t have to be a problem in and of
itself, but situations do occur where the people that are famil-
iar with the inner workings of these systems have long since
left the bank. (...) and the business side don’t even under-
stand the system in itself. This is problematic in a situation
where you’re trying to drive transformation, because you have
too many systems where you don’t really know their full role
and scope. Furthermore, these systems have often been very
monolithic, and constructed to fulfil a single or small number
of tasks. This makes transformation, as well as performing
some kind of decoupling, a big challenge.”

5.1.2 Organizational Structure

The importance of organizational structure and its facilitative or impeding effect on
digital transformation is something that was discussed extensively during the
interviews, but was comparatively underexplored in the literature and theory review.

The idea of the structure of the organization itself standing as a barrier to digital
transformation is exemplified in the following quote from interviewee A1:

”Products and the underlying service that the bank delivers have often had a very
tightly interwoven interface towards the customer, often to the point where it’s
almost like a ’black box’ to most. This is problematic for a number of reasons.
Particularly, this poses a problem if a customer wants to move between different
channels. To take retail as an example, if you start with an application for a loan
using one of our online services, and want to continue this application process
through one of our branch offices, this process cannot often be transferred over, and
you essentially have to start over in the new channel. One of the main issues being
worked on right now is transforming this into more of an omni-channel approach for
retail, where you can move between channels seamlessly. (...). In essence, the
philosophy is similar within LCFI. To very clearly separate the actual service from
how the customer accesses and integrates with it.”

When elaborating on the part organizational structure played is this, it was stated
that a lot of this stemmed from the bank being very product focused:

”One of our central challenges has been our existing organizational structure. We
are very product focused, meaning we have an accounts of payment division (...), we
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have people working with trade finance (...), we have capital markets (...). A major
part of our organization is tied into a specific product or product group.”

Later in the interview, when the discussion moved onto fintechs like Revolut, who
combine different financial services within and between banks to provide value to
their customers, and why banks generally are not able to work in this manner, the
answer was:

”Why we haven’t historically done this is, I would say, partly because of how our
organization is structured. We have never really had a team working with this as a
focus. For example, if you’re working in a certain product area, it’s not like you’re
intuitively and spontaneously going to look at another product area in the bank and
find synergistic effects, at least not within the scope of your daily activities (...)
When working in the organization, you often have a tendency to be blind to what the
actual needs of the customer are, which is very dangerous. Taking FX as an
example, you might think that the customer wants to simply do a currency exchange,
but in 99 % of cases the customer ultimately wants to do something else, such as
buying an industrial machine from Germany (...) Within the actual product areas,
looking at the core products in isolation, we are getting progressively better for every
passing month, and we are performing very well comparative to the market in most
of them. However, that’s not where the point of competition arises. This is not
where we capture the needs of the customer. Currently, the customer insight is
fragmented between different silos in the form of these product groups, and
’defragmenting’ that knowledge without losing the process of continuous
improvement on the product-level is one of our current challenges.”

This product focus, while conducive to developing individual products with a high
degree of competitiveness, makes it difficult develop products and otherwise work in
projects that cut across different product areas. Additionally, interviewee A1 also
points out that compliance with the new wave of regulation requires technical
solutions and systems that cut across these product areas, resulting in further
development cost incurred in the process of complying with said regulation.
Furthermore, in the current fragmented, silo-esque distribution of customer insight,
only a fraction of the bank’s total customer knowledge is utilized in the
development of any given product. If this knowledge could be consolidated and used
in the new product development process, it would surely be of great value.

Interviewee B1 presents a similar, although not identical, organizational problem:

”We used to be structured around our products in kind of a ’pipeline’ manner, where
divisions in every country have done their own things, and each product owner has
done things in very much their own way. So we’ve had to go through a structural
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transformation and look at how we allocate funding and resources within the bank.”

Similar to what interviewee A1 stated, interviewee B1 said that being unable to
separate the product or service from the distribution was a key reason for this:

”Nowadays, we more carefully distinguish between product and distribution.
Previously, these have kind of melded into each other (...) We need a more whole
picture approach towards the distribution, so that strong product owners or strong
site managers are not able to shape it disproportionately.”

The key quotes and corresponding codes for this category of barrier is summarized
in table 3.

Table 3: Key quotes and codes for the barrier category ’Organizational Structure’.

Interviewee Code Quote

A1

Difficulty
Separating
Service &
Distribu-
tion

”Products and the underlying service that the bank delivers
have often had a very tightly interwoven interface towards the
customer, often to the point where it’s almost like a ’black box’
to most. This is problematic for a number of reasons. Par-
ticularly, this poses a problem if a customer wants to move
between different channels. To take retail as an example, if
you start with an application for a loan using one of our online
services, and want to continue this application process through
one of our branch offices, this process cannot often be trans-
ferred over, and you essentially have to start over in the new
channel. One of the main issues being worked on right now
is transforming this into more of an omni-channel approach
for retail, where you can move between channels seamlessly.
(...). In essence, the philosophy is similar within LC&FI. To
very clearly separate the actual service from how the customer
accesses and integrates with it.”

A1
Product
Focus

”One of our central challenges has been our existing organi-
zational structure. We are very product focused, meaning we
have an accounts of payment division (...), we have people
working with trade finance (...), we have capital markets (...).
A major part of our organization is tied into a specific product
or product group.”
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A1

Product
Focus,
Knowledge
Silos

(When making a comparison to Revolut and fintechs in gen-
eral) ”Why we haven’t historically done this is, I would say,
partly because of how our organization is structured. We have
never really had a team working with this as a focus. For ex-
ample, if you’re working in a certain product area, it’s not like
you’re intuitively and spontaneously going to look at another
product area in the bank and find synergistic effects, at least
not within the scope of your daily activities (...) When work-
ing in the organization, you often have a tendency to be blind
to what the actual needs of the customer are, which is very
dangerous. Taking FX as an example, you might think that
the customer wants to simply do a currency exchange, but in
99 % of cases the customer ultimately wants to do something
else, such as buying an industrial machine from Germany (...)
Within the actual product areas, looking at the core products
in isolation, we are getting progressively better for every pass-
ing month, and we are performing very well comparative to
the market in most of them. However, that’s not where the
point of competition arises. This is not where we capture the
needs of the customer. Currently, the customer insight is frag-
mented between different silos in the form of these product
groups, and ’defragmenting’ that knowledge without losing the
process of continuous improvement on the product-level is one
of our current challenges.”

B1
Product
Focus

”We used to be structured around our products in kind of a
’pipeline’ manner, where divisions in every country have done
their own things, and each product owner has done things in
very much their own way. So we’ve had to go through a struc-
tural transformation and look at how we allocate funding and
resources within the bank.”

B1

Difficulty
Separating
Service &
Distribu-
tion

”Nowadays, we more carefully distinguish between product and
distribution. Previously, these have kind of melded into each
other (...) We need a more whole picture approach towards
the distribution, so that strong product owners or strong site
managers are not able to shape it disproportionately.”
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A3
Knowledge
Silos

(When asked if organizational structure has played a role in
forming the current sub-optimal state of some systems) ”I
think that summarizes a part of the problem well. The silo-
orientation, a multitude of small internally developed systems
only designed to work within their own silo and broadcast some
kind of result. This completely misses the realization that this
information would be much more valuable in a place where it
can be assembled and combined with information from other
sources, and used for various other purposes. It’s because of
this that it’s very popular nowadays to talk about ’big data’,
’data lakes’, and so forth, to break open those silos. ’Release
the information’ is a catchphrase that’s often used to describe
this.”

5.1.3 Organizational Culture

Organizational culture was something that a fair number of the interviewees
discussed. This took the form of both existing organizational culture standing in the
way of change, as well as the possibility of reforming an organizations culture, and
then in turn using it to drive digital transformation forward.

When asked what the singular most difficult barrier to overcome is when working
with digital transformation, interviewee B1 responded with:

”I was attending a Gartner conference this autumn, with a lot of CIOs in
attendance, and what they emphasized was the importance of culture. That the
existing organizational culture is often the biggest barrier to overcome in digital
transformation. I’m inclined to agree, the culture is challenging to change in an
organization. Now, we have done a big transformation this past year, and some
people buy it, while some are more skeptical, ’Why should we do it like this’, they
say. They are used to a certain way of working (...) The culture is definitely a
barrier, but it can also be a tool if used correctly.”

Later in the interview, when discussing a task force that had been appointed to
drive process improvement within the organization, interviewee B1 was asked
whether they encountered any resistance from the line organization, seeing as they
essentially were telling them how to better do their job. The response was:

”No, actually not, I would say. Because the units themselves are so aware that they
need help with process improvements. For example, in the anti-money laundering
team, an area that is very relevant these days, there are still a number of manual
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routines and processes that they have explicitly communicated that they need help
with.”

When asked about whether this positive reaction on the part of the concerned units
was contingent on the organization having a good culture, interviewee B1 agreed
that may very well play a part in it:

”I think that plays into it. We have a very... friendly organizational culture, which
is relationship-focused and where respect for one another is very important, and I
think that’s something that takes you very far by itself.”

Interviewee A2 also brings up the importance of organizational culture, specifically
when it comes to how the organization at large views the role of IT:

”A lot of this will come down to cultural factors. How do we drive development, how
do we monitor progress in a world were IT was something that used to be separate
from business, often even run from another building? Now, it’s an integral part of
everything we do. It necessitates moving away from viewing IT development as a
cost, instead looking at it as an investment, and capturing the return on that
investment. It’s about not looking at IT through the lens of work hours, but through
the lens of value creation. This is a surprisingly large shift, and it’s in large part a
cultural one.”

Interviewee D1 also states that a fundamental shift of how the organization views
IT needs to happen. The organization as a whole needs to have the realization that
IT is not something separate from the business, but rather an integral part of it:

”I suggested to a friend of mine, who was part of the top management of a major
Swedish bank at the time, that they should ban using the word ’IT’. Instead they
should just say ’the business’. IT should be seen as a clear and integral part of the
business. (...) In an ideal world, there would be no need for a separate head of IT.
The head of the business and the head of IT could be the same person, since the
business and IT should be fully integrated anyway. Of course, this introduces a lot of
new requirements for said business heads, which would have to be fulfilled.”

Interviewee A2 also presents a view of centrally appointed cross-functional teams
driving change that is diametrically opposed to that of interviewee B1. Interestingly,
the reason given is an incompatibility with the reigning company culture:

”That may well be true. It’s just that in our organization, if you’re not from an area
that actually makes money... your clout is lower. I can very much believe that in a
different organization with a different culture and governance, a central team
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working cross-functionally may work, but here it is more difficult.”

This gives some credence to the previously considered hypothesis, that driving
change through cross-functional teams is contingent on a certain kind of
organizational culture.

The key quotes and corresponding codes for this category of barrier is summarized
in table 4.

Table 4: Key quotes and codes for the barrier category ’Organizational Culture’.

Interviewee Code Quote

B1
Internal
Resistance

”I was attending a Gartner conference this autumn, with a lot
of CIOs in attendance, and what they emphasized was the im-
portance of culture. That the existing organizational culture is
often the biggest barrier to overcome in digital transformation.
I’m inclined to agree, the culture is challenging to change in
an organization. Now, we have done a big transformation this
past year, and some people buy it, while some are more skep-
tical, ’Why should we do it like this’, they say. They are used
to a certain way of working (...) The culture is definitely a
barrier, but it can also be a tool if used correctly.”

A2
View of IT
Needs to
Change

”A lot of this will come down to cultural factors. How do
we drive development, how do we monitor progress in a world
were IT was something that used to be separate from business,
often even run from another building? Now, it’s an integral
part of everything we do. It necessitates moving away from
viewing IT development as a cost, instead looking at it as an
investment, and capturing the return on that investment. It’s
about not looking at IT through the lens of work hours, but
through the lens of value creation. This is a surprisingly large
shift, and it’s in large part a cultural one.”

D1
View of IT
Needs to
Change

”I suggested to a friend of mine, who was part of the top
management of a major Swedish bank at the time, that they
should ban using the word ’IT’. Instead they should just say
’the business’. IT should be seen as a clear and integral part
of the business. (...) In an ideal world, there would be no need
for a separate head of IT. The head of the business and the
head of IT could be the same person, since the business and IT
should be fully integrated anyway. Of course, this introduces a
lot of new requirements for said business heads, which would
have to be fulfilled.”
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A2
Internal
Resistance

(In the context of driving digital transformation through
cross-functional teams) ”That may well be true. It’s just that
in our organization, if you’re not from an area that actually
makes money... your clout is lower. I can very much believe
that in a different organization with a different culture and
governance, a central team working cross-functionally may
work, but here it is more difficult.”

B1
Culture as
a Driver

”No, actually not, I would say. Because the units themselves
are so aware that they need help with process improvements.
For example, in the anti-money laundering team, an area that
is very relevant these days, there are still a number of manual
routines and processes that they have explicitly communicated
that they need help with” (Asked whether this is contingent
on culture) ”I think that plays into it. We have a very...
friendly organizational culture, which is relationship-focused
and where respect for one another is very important, and I
think that’s something that takes you very far by itself.”

A3
The Im-
portance
of Mindset

(Following immediately after discussing some possible techni-
cal solutions) ”But I think that’s the ’easy’ part, unfortunately.
The hard part has more to do with mindset than technology.
Instead of being reactive, you have to be strategic in how you
evaluate things, especially investments (...)”

5.1.4 Incentive Structure

Some interviewees discussed the role incentive structure has for driving and
hampering digital transformation within the organization. Interviewee B1 expresses
in the following way:

”Of course. Incentives and control mechanisms play a huge role in this regard. Our
performance is evaluated over relatively short time intervals, it’s a quarter-based
economy. There’s not that many people that are evaluated based on whether we have
a working infrastructure in a five-year time horizon. Here we need to rethink our
approach, so there’s incentive to instead strive towards long-term solutions.”

Interviewee A3 expresses a similar sentiment, providing the following answer when
asked if the pressure to achieve short term financial results has had a negative
impact on digital development efforts:

”I think that definitely sounds like a ’bank problem’ in a nutshell. You’re generally
pushed into thinking very short-term, and you often start to take action very late,
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which forces you into implementing a large number of tactical solutions. You
consequently get a lot of strange and unintuitive data flows, based on a sentiment of
’It must look like this to fit this and that solution’, rather than these things being
informed by some kind of conscious strategy.”

This is a potentially huge obstacle standing in the way of continued digital
transformation. If the people working in the organization are not incentivized to
meaningfully drive this change, and instead are forced to prioritize short-term
financial performance, very little will get done. This problem is in many ways bigger
than what can be resolved in a single organization, because the market also
evaluates companies primarily through their financial performance on a quarterly
basis. One thing mentioned by interviewee A1, where the announcement of the
bank planning to spend more resources on digital transformation caused a negative
reaction from the market, is an anecdotal example of this in action.

Interviewee D1, when discussing why banks often don’t make the necessary changes
to stay competitive in the current business climate, pointed out that staff with
decision making mandate often have incentive to act in a manner that is ultimately
against the interest of the bank:

”(...) and here, the best thing you can do is to plug in this third-party solution. But
then you would also have to fire all the fifteen hundred people working in this product
area, and then you are able to perform well within this area. (...) But here you can
be 100 % sure, that banks will not drive this change themselves, because they don’t
have that mindset. Because as soon as you admit this fact to yourself, you’re
hacking away at your own livelihood as a ’banker’.”

Put simply, as a person with the relevant decision-making mandate at a bank, you
will sometimes be put in positions where the optimal choice for the bank will
adversely affect yourself or your colleagues. If there is a powerful disincentive to
make hard choices of this kind, one shouldn’t be surprised that employees generally
take the safer road and don’t choose to put their own necks on the line in this
regard.

The key quotes and corresponding codes for this category of barrier is summarized
in table 5.
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Table 5: Key quotes and codes for the barrier category ’Incentive Structure’.

Interviewee Code Quote

B1
Short-
termism

”Of course. Incentives and control mechanisms play a huge
role in this regard. Our performance is evaluated over rel-
atively short time intervals, it’s a quarter-based economy.
There’s not that many people that are evaluated based on
whether we have a working infrastructure in a five-year time
horizon. Here we need to rethink our approach, so there’s
incentive to instead strive towards long-term solutions.”

D1
Misaligned
Incentives

”(...) and here, the best thing you can do is to plug in this
third-party solution. But then you would also have to fire
all the fifteen hundred people working in this product area,
and then you are able to perform well within this area. (...)
But here you can be 100 % sure, that banks will not drive
this change themselves, because they don’t have that mindset.
Because as soon as you admit this fact to yourself, you’re
hacking away at your own livelihood as a ’banker’.”

A3
Short-
termism

(When asked if pressure to achieve short-term financial results
and the related incentive structure has contributed to the cur-
rent state of the systems) ”I think that definitely sounds like
a ’bank problem’ in a nutshell. You’re generally pushed into
thinking very short-term, and you often start to take action
very late, which forces you into implementing a large number
of tactical solutions. You consequently get a lot of strange and
unintuitive data flows, based on a sentiment of ’It must look
like this to fit this and that solution’, rather than these things
being informed by some kind of conscious strategy.”

5.1.5 Regulation

Unsurprisingly, regulation was something that was discussed extensively by most
interviewees. The described impact of regulation varied somewhat between
respondents, taking the form of a prohibitor, a disincentive, a factor of uncertainty,
and even in some cases a driver for digital transformation.

When asked whether or not regulation sometimes stood in the way of technologies
that would otherwise have potential to create substantial value, interviewee A1 gave
an example where regulation has a prohibitive effect on distributed ledger
technology:

”That exists, definitely. A very good example of that is block chain technology,
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specifically distributed ledger technology. In its purest form, going back 35-40 years
in time, if I was employed here and you were working at the bank next door and you
wanted to buy stock in Ericsson from me, you would pick up the phone and call me
to negotiate a price. When we had reached an agreement, I would write the order
down on a note and put it in a special basket and a clerk would come pick it up. The
clerk would then physically walk to your bank and confirm that the same transaction
was booked on both ends. A few days later, the actual exchange would be performed.
This is grossly simplified, of course.

This process is largely identical today, only most of the process is digital. But still,
each of us has our own ledger, and we do reconciliation, clearance, etc. What
distributed ledger does, is that we are both looking at the same book. We will still
negotiate price in a similar manner to today, but when I write down that I have sold
500 Ericsson, we write it to the same book or database. So, you see immediately
that I claim that you have bought 500, you look at that and say ’Yes, that’s correct’.
Because we are looking at the same thing, there is no reconciliation per se, because
what this ’golden record’ says is the truth, end of discussion. Besides this, from a
regulator standpoint, this should be like a dream come true. I think that when
Finansinspektionen finally understands that instead of me sending them a report,
you sending them a report, and then they sit down trying to reconciliate all of these
reports, and this is not just for two actors, it’s thousands upon thousands of actors
they need to take into account.

(...) If we instead shared a distributed ledger, and they (note: FI) had full access to
this ledger, meaning I can only see the transactions I have performed, and all other
actors can only see the transactions they in turn have performed, but FI can see it
all. To answer you original question, because the technology utilized encryption to
ensure that one couldn’t access data that one wasn’t allowed to, this didn’t fully
satisfy the legal requirements in some concerned countries.

In this case, in Germany they introduced very strict regulation on the construction
of registries of personal details following the atrocities of the second world war. If we
wanted to roll this technology out in Germany, we would need to guarantee that this
encryption couldn’t be cracked in, I don’t remember exactly how many years, but I
think it was a twenty year time horizon. We cannot possibly be sure that any feasible
encryption today wouldn’t be crackable by computers twenty years in the future. (...)
What was done to resolve this was fragmenting the information entirely, meaning
that in your nodes, you simply don’t have access to information that is restricted to
you, encrypted or otherwise.”

Interviewee A2 brought up how regulation can introduce uncertainty or a
disincentive in the form responsibility and liability factors:

56



”(...) there are legal barriers, dealing issues such as balancing protection of sensitive
data versus confirming to customer demands. Where does our area of responsibility
end? Say, for example, that a retail customer has downloaded an app that is
performing differently from what they had imagined, either through the customer
being uninformed or maliciousness on the part of the app maker, and they lose a lot
of money. Even though we are moving towards a state where, on a fundamental
level, the customer experience is better and entails a lot more freedom, that freedom
will inevitably introduce increased risk exposure (...) We cannot assume that all of
our customers know exactly what they are doing 100 % of the time, because that’s
often not the case. We sometimes need to guide them and say ’No, you can’t do
that’ or ’You should do this instead’.”

Additionally, interviewee A2 raised the issue of how developing new systems and
adapting existing ones to comply with new legal frameworks sometimes can bind up
development resources to the point where other projects are adversely affected:

”Certainly, these massive projects tied to new regulation that banks have been
working with since 2008 are very intensive in that the require a lot of time spent on
development. Looking at it from an objective perspective, I would still say that this is
a good course overall (...) But if we want to roll out some new functionality on a
product, and we are unable to do so because our relevant development resources are
busy with MiFID, then that’s a little... That’s kind of how it goes, we can’t do
everything.”

This fact was acknowledged by interviewee A1 as well:

”(...) Right now we are spending such a tremendous amount of money related to
MiFID2, Emir, Dodd-Frank, PSD2, GDPR, there are so many regulatory
frameworks that require financial and technological solutions.”

It should be clearly noted that the respondents did not put forth the opinion that
the impact of the regulation is negative overall, but rather stating the fact that
compliance with said regulation does consume considerable resources. This further
contributes to the resource insufficiency described under section 5.1.6.

Interviewee D1, from their perspective of being someone with insight into both the
banking and the fintech world, is of a different view, suggesting that banks overstate
the complexity of transforming systems to conform with new regulation:

”It’s almost exclusively good, I would say. But of course all rules are not perfect in
their formulation. Fundamentally, it’s rules. It’s guidelines. Essentially, it’s
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uncoded code that you can use to structure your systems. (...) Above all, regulation
creates complexity for people. It doesn’t really add much complexity for a machine.
Just ’tell’ the machine what the rules are. Some middle-aged stockbroker with
borderline alcoholism having to keep track of MiFID 2, now that’s a risk. But if you
make sure that you have proper process control in the machines, that’s no problem at
all. I mean, five new rules? That’s five new if/else clauses.”

Despite the general positive outlook on the impact of the recent wave of regulation,
interviewee A2 does state that regulators are lagging behind when it comes to how
the regulation interacts with some digital technologies:

”I would say that, in these areas, regulators and public authorities are lagging behind
somewhat. An example of this would be cloud computing. As a bank, we must
always be auditable, FI must be able to come to us and look at our records and
activities. But if we are running in the cloud, where do you go? Is it still within the
EU? Maybe this is dependant on whether or not the supplier of the cloud service is
within the EU, and so forth. Here, the regulators are lagging behind what we would
need to do in introducing such a solution.”

This lack of clarity in the regulation makes the viability of any solution based on the
corresponding technology very uncertain, heavily disincentivizing its development.

When discussing Open Banking and PSD2, interviewee A2 was asked whether or
not PSD2 was driving the move towards Open Banking or was merely a reaction to
it. The response was:

”What’s interesting about that question (note: Does PSD2 drive the push towards
open banking) is that, yes, in Sweden and the Nordics that’s certainly the case. But
if you look at Asia, or if you look at USA, where they don’t have that regulation, they
have generally gotten further in this area than we have. The market is ready, the
banks open up and the customers choose their desired channels. We understand the
value of letting external developers write applications based on our products, but we
always have that ’whip’ in the form of regulation snapping over our heads, so there
is no room for errors when these legal frameworks are put into effect. Because of this
I think that banks in USA and Asia, who don’t need to operate under this constant
fear of the whip, have been able to work towards this more organically and thus have
gotten further along. So yes, I do think the regulation has driven this transformation
in some regard, but it’s something that would have happened regardless.”

This illustrates how regulation doesn’t always have to have a hampering effect on
digital transformation. In the case of PSD2, it enables third parties to utilize some
of banks’ services to deliver value to the consumer. However at the same time, it
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suggests that simply compelling companies to act in a certain way through
regulation is not always the most productive way to drive change.

The key quotes and corresponding codes for this category of barrier is summarized
in table 6.

Table 6: Key quotes and codes for the barrier category ’Regulation’.

Interviewee Code Quote

A1
Prohibition
(1/4)

”That exists, definitely. A very good example of that is block
chain technology, specifically distributed ledger technology.In
its purest form, going back 35-40 years in time, if I was em-
ployed here and you were working at the bank next door and
you wanted to buy stock in Ericsson from me, you would pick
up the phone and call me to negotiate a price. When we had
reached an agreement, I would write the order down on a note
and put it in a special basket and a clerk would come pick
it up. The clerk would then physically walk to your bank and
confirm that the same transaction was booked on both ends. A
few days later, the actual exchange would be performed. This
is grossly simplified, of course.”

A1
Prohibition
(2/4)

This process is largely identical today, only most of the process
is digital. But still, each of us has our own ledger, and we do
reconciliation, clearance, etc. What distributed ledger does,
is that we are both looking at the same book. We will still
negotiate price in a similar manner to today, but when I write
down that I have sold 500 Ericsson, we write it to the same
book or database. So, you see immediately that I claim that
you have bought 500, you look at that and say ’Yes, that’s
correct’. Because we are looking at the same thing, there is
no reconciliation per se, because what this ’golden record’ says
is the truth, end of discussion. Besides this, from a regulator
standpoint, this should be like a dream come true. I think that
when Finansinspektionen finally understands that instead of
me sending them a report, you sending them a report, and then
they sit down trying to reconciliate all of these reports, and
this is not just for two actors, it’s thousands upon thousands
of actors they need to take into account.”
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A1
Prohibition
(3/4)

(...) If we instead shared a distributed ledger, and they (note:
FI) had full access to this ledger, meaning I can only see the
transactions I have performed, and all other actors can only
see the transactions they in turn have performed, but FI can
see it all. To answer you original question, because the tech-
nology utilized encryption to ensure that one couldn’t access
data that one wasn’t allowed to, this didn’t fully satisfy the
legal requirements in some concerned countries.”

A1
Prohibition
(4/4)

In this case, in Germany they introduced very strict regulation
on the construction of registries of personal details following
the atrocities of the second world war. If we wanted to roll
this technology out in Germany, we would need to guarantee
that this encryption couldn’t be cracked in, I don’t remember
exactly how many years, but I think it was a twenty year time
horizon. We cannot possibly be sure that any feasible encryp-
tion today wouldn’t be crackable by computers twenty years in
the future. (...) What was done to resolve this was fragment-
ing the information entirely, meaning that in your nodes, you
simply don’t have access to information that is restricted to
you, encrypted or otherwise.”

A2
Responsibility
& Liability

”(...) there are legal barriers, dealing issues such as balancing
protection of sensitive data versus confirming to customer de-
mands. Where does our area of responsibility end? Say, for
example, that a retail customer has downloaded an app that
is performing differently from what they had imagined, either
through the customer being uninformed or maliciousness on
the part of the app maker, and they lose a lot of money. Even
though we are moving towards a state where, on a fundamen-
tal level, the customer experience is better and entails a lot
more freedom, that freedom will inevitably introduce increased
risk exposure (...) We cannot assume that all of our cus-
tomers know exactly what they are doing 100 % of the time,
because that’s often not the case. We sometimes need to guide
them and say ’No, you can’t do that’ or ’You should do this
instead’.”

60



A2
Resource
Cost of
Compliance

”Certainly, these massive projects tied to new regulation that
banks have been working with since 2008 are very intensive in
that the require a lot of time spent on development. Looking
at it from an objective perspective, I would still say that this
is a good course overall (...) But if we want to roll out some
new functionality on a product, and we are unable to do so
because our relevant development resources are busy with Mi-
FID, then that’s a little... That’s kind of how it goes, we can’t
do everything.”

A1
Resource
Cost of
Compliance

”(...) Right now we are spending such a tremendous amount
of money related to MiFID2, Emir, Dodd-Frank, PSD2,
GDPR, there are so many regulatory frameworks that require
financial and technological solutions.”

D1

Banks Over-
state Com-
plexity of
Compliance

”It’s almost exclusively good, I would say. But of course all
rules are not perfect in their formulation. Fundamentally, it’s
rules. It’s guidelines. Essentially, it’s ’uncoded code’ that you
can use to structure your systems. (...) Above all, regula-
tion creates complexity for people. It doesn’t really add much
complexity for a machine. Just ’tell’ the machine what the
rules are. Some middle-aged stockbroker with borderline alco-
holism having to keep track of MiFID 2, now that’s a risk. But
if you make sure that you have proper process control in the
machines, that’s no problem at all. I mean, five new rules?
That’s five new if/else clauses.”

A2
Regulators
Lagging

”I would say that, in these areas, regulators and public au-
thorities are lagging behind somewhat. An example of this
would be cloud computing. As a bank, we must always be au-
ditable, FI must be able to come to us and look at our records
and activities. But if we are running in the cloud, where do
you go? Is it still within the EU? Maybe this is dependant
on whether or not the supplier of the cloud service is within
the EU, and so forth. Here, the regulators are lagging behind
what we would need to do in introducing such a solution.”
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A2

Regulatory
Compulsion
vs. Market
Forces

”What’s interesting about that question (note: Does PSD2
drive the push towards open banking) is that, yes, in Sweden
and the Nordics that’s certainly the case. But if you look at
Asia, or if you look at USA, where they don’t have that reg-
ulation, they have generally gotten further in this area than
we have. The market is ready, the banks open up and the
customers choose their desired channels. We understand the
value of letting external developers write applications based on
our products, but we always have that ’whip’ in the form of
regulation snapping over our heads, so there is no room for er-
rors when these legal frameworks are put into effect. Because
of this I think that banks in USA and Asia, who don’t need to
operate under this constant fear of the whip, have been able to
work towards this more organically and thus have gotten fur-
ther along. So yes, I do think the regulation has driven this
transformation in some regard, but it’s something that would
have happened regardless.”

5.1.6 Resource Insufficiency

Different types of resource insufficiencies were mentioned by some of the
interviewees. These took the form of the more straight forward time and funding
constraints, but also some limited difficulty in attracting the required competence.

When asked about what factors inhibited their digital transformation efforts, one of
the first things interviewee A1 said was the rather blunt, but still very pertinent:

”Unfortunately, time is something that we have in very short supply (...)”

While on the face of it this might seem like something anyone could say about their
job, this lack of time is compounded by the time spent on development work for
regulatory compliance, as well as the added inefficiency stemming from
organizational structure described in section 5.1.5 and 5.1.2 respectively.

Interviewee A1 also raised the issue of securing and efficiently utilizing limited
funding:

”I think that one of the biggest challenges is to, with a limited amount of resources,
make the necessary changes through self-financing, by being smart in choosing what
order we do things and trying to free up capital through increased efficiency, which
can then be reinvested to further drive digitalization. This is something that is
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terribly difficult in practice (...) Even though we have succeeded in constraining our
costs when compared to other banks, this has been hard to achieve. If I were a major
stockholder, I would almost be able to accept a bigger cost if I really believed in these
initiatives, in a way. But I still think we need to prove ourselves a little more in this
regard.”

Interviewee A1 then moves on to describe a historical example where the market
reacted negatively to an announcement that more resources would be allocated to
this type of work within the bank, suggesting that confidence in such measures
might be lower than desired, both internally and externally, which could very well
make securing funding more difficult. To quote interviewee A2:

”Some banks, and even us to some degree, have historically made a number of rather
unsuccessful IT investments, that we have had to suffer some rather heavy
depreciation costs for.”

This history of relatively ill-fated IT investments likely serves to restrict the
allocated funding for projects of this nature somewhat. Interviewee A1 even goes so
far as to state that banks currently being able to work productively with system
development for both legal compliance and customer/internal value creation is
partly contingent on the current favourable state of the economy:

”I’m confident that this transformation is possible, but that is partly contingent on
the continued success of our change initiatives, which have been promising so far
(...) However, if we were to move into a recession, which I personally wouldn’t be
surprised if we did in the near future, it would be difficult to secure funding for this
type of transformation. Therefore, I would say that we are working under time
pressure to get as much done as possible while we are in a position of strength.”

Interviewee B1 also raises another form of potential resource insufficiency:

”(...) And then when it comes to resources and competence, it’s very challenging
today to find the required competence within some areas. We almost always seem to
have too few people within some key competence areas.”

Interviewee A1 offers the same sentiment, and also offers some speculation as to the
cause:

”You need to attract individuals with the right kind of competence (...) When I
finished my studies, working in banking was very ’hot’, at least among my peers.
Many wanted to work in London, get employed at an investment bank, Goldman,
Morgan Stanley, UBS and all the others. I think this was not only because of the

63



money, even though that of course played a role, but they had an large amount of
extremely competent people, the best technology and the best tools, and that was
overall a very impressive and motivating milieu to work in. Then over time with the
IT boom and the rise of Spotify, Amazon, Apple and all the others, that pendulum
has very much swung back (...) That in combination with a long-running boom in
the economy, has made safe employment with a big and stable universal bank a
relatively less attractive option today. Today, judging from our interviews with young
students and graduates, what is most attractive in an organization is how quickly
you as an employee can make an impact and transform the business for the better.
Where one can make an impression more or less immediately. Unfortunately, for a
banking organization like ours, rapid change is not our strongest suit.”

This is not to say that banks have difficulty finding the required competence to the
point of being understaffed. It’s simply a comment on how banks today may have
difficulty attracting individuals on the absolute top end of the competence curve
comparative to the time period described in the quote. In today’s business climate
and culture, people on the extreme end of the spectrum when it comes to ambition
and competence may not be drawn to banking unless they have an underlying
interest, and a strong case could be made that they should look to go somewhere
else, if their ultimate goal is to have the largest positive impact possible. The
overwhelming complexity and inertia towards rapid change of most banking
organizations dramatically hinders the amount of impact a single individual can
have within the organization, especially in the short-term. This puts banks in a
rather uncomfortable position, where they have a great interest in recruiting these
people, but at the same there is much to suggest that they can’t utilize them
optimally.

The key quotes and corresponding codes for this category of barrier is summarized
in table 7.

Table 7: Key quotes and codes for the barrier category ’Resource Insufficiency’.

Interviewee Code Quote

A1
Time In-
sufficiency

”Unfortunately, time is something that we have in very short
supply (...)”
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A1
Funding
Con-
straints

”I think that one of the biggest challenges is to, with a lim-
ited amount of resources, make the necessary changes through
self-financing, by being smart in choosing what order we do
things and trying to free up capital through increased effi-
ciency, which can then be reinvested to further drive digital-
ization. This is something that is terribly difficult in practice
(...) Even though we have succeeded in constraining our costs
when compared to other banks, this has been hard to achieve.
If I were a major stockholder, I would almost be able to accept
a bigger cost if I really believed in these initiatives, in a way.
But I still think we need to prove ourselves a little more in
this regard.”

A2

Lack of
Confi-
dence in
Initiatives

”Some banks, and even us to some degree, have historically
made a number of rather unsuccessful IT investments, that
we have had to suffer some rather heavy depreciation costs
for.”

A1

Current
Funding
Contingent
on Boom

”I’m confident that this transformation is possible, but that
is partly contingent on the continued success of our change
initiatives, which have been promising so far (...) However, if
we were to move into a recession, which I personally wouldn’t
be surprised if we did in the near future, it would be difficult
to secure funding for this type of transformation. Therefore,
I would say that we are working under time pressure to get as
much done as possible while we are in a position of strength.”

B1

Attracting
Com-
petence
in some
Areas
Difficult

”(...) And then when it comes to resources and competence,
it’s very challenging today to find the required competence
within some areas. We almost always seem to have too few
people within some key competence areas.”
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A3

Attracting
Com-
petence
in some
Areas
Difficult

(When making a comparison between fintechs and banks)
”(...) and I think that’s another important aspect, concerning
talent. As a fintech, you generally have a much easier time
attracting employees possessing the exact competencies you
need, compared to the major banks, who are often perceived by
many as being kind of boring.” (When asked to then clarify if
this was different for people with business competencies, com-
pared to people with competencies more on the IT/technical
side.) ”I think that’s completely right. Economists, of course,
we are a very attractive employer to them. But in the other
case... It’s not like you’re going to come knocking at our door
first. If you have a choice between working at Google and
working at Bank A, you’re not going to have very a hard time
deciding.”

A1

Attracting
Com-
petence
in some
Areas
Difficult

”You need to attract individuals with the right kind of compe-
tence (...) When I finished my studies, working in banking was
very ’hot’, at least among my peers. Many wanted to work in
London, get employed at an investment bank, Goldman, Mor-
gan Stanley, UBS and all the others. I think this was not only
because of the money, even though that of course played a role,
but they had an large amount of extremely competent people,
the best technology and the best tools, and that was overall a
very impressive and motivating milieu to work in. Then over
time with the IT boom and the rise of Spotify, Amazon, Ap-
ple and all the others, that pendulum has very much swung
back (...) That in combination with a long-running boom in
the economy, has made safe employment with a big and stable
universal bank a relatively less attractive option today. Today,
judging from our interviews with young students and gradu-
ates, what is most attractive in an organization is how quickly
you as an employee can make an impact and transform the
business for the better. Where one can make an impression
more or less immediately. Unfortunately, for a banking orga-
nization like ours, rapid change is not our strongest suit.”

5.1.7 Failure in Management

This factor as to why banks struggle with digital transformation was largely driven
by interviewee D1. The fact that other respondents did not push this line of
reasoning very hard is to be expected, since they are more directly involved in a
major banking organization than interviewee D1 is. That is not to say that the
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other respondents secretly harbor sentiments of this type, just that if they did they
would be unlikely to share them.

The first aspect where interviewee D1 argues that management fails, is that they
often have absolutely no insight into the IT side of the organization:

”I can just start with describing an event from the time at (note: company name). I
had a friend (. . . ) who was employed at a major Swedish bank as a project manager.
He was a fairly competent guy, but he knew absolutely nothing about IT. (. . . ) I was
eating lunch with him, and he was incredibly pleased, because he had just came from
a meeting where they had finished a project. They had managed to keep within the
planned time-frame, and while they hadn’t managed to keep within budget, it had
been very close (...) The project had involved setting up routines to submit a file
containing data on derivatives deals in some German exchange to... I can’t
remember if it was Deutsche Börse or the German financial supervisory authority
(...) Anyway, this was something fairly... tricky, it wasn’t an easy file to generate
(...) So, he was very happy that they had managed to complete the project within
nine months, and it only cost 22 million when the budgeted cost was 20 million (...)
Later, when I was walking home, I was thinking ’But we did this too last summer’.
So I went to the guy who was responsible for the project and asked him ’Do you
remember this project?’ and he responded ’Yes, yes! I remember! It was kind of
tricky changing the file to the desired format, which took a couple of hours, and then
we had to wait for two weeks for a test time slot. But then it launched.’. (...)
Someone who pays for this (note: talking about the project on the bank side), is
someone who has no idea what is going on, and no idea how IT works”

Additionally, according to interviewee D1, there is also a more general lack of
insight, and an overall outdated view of IT:

”Many of the people making decisions in today’s banks, when they were young, way
back in the eighties, banking was one of the hardest things you could do within IT.
You could have 30 000 transactions within a day, and 2 million customers within
your customer database, which was impressive at the time. And they still live in this
world today, where they still think IT for finance is hard. But IT for finance is the
most straight forward thing you could ever do, because it’s practically just a number
of large transaction logs. If you look at Amazon, Ebay or Google, that’s advanced
IT. They have their IT systems under control in a way that the banks are nowhere
near (...) And all of this essentially stems from the banks not being managed
properly. From the inability of management to say ’That’s ridiculous! This shouldn’t
need a budget of 20 million, it could be done with 500 thousand!’ But this is
missing, largely because the owners still recruit ’banking people’ for these positions.”
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This incompetence in the realm of IT on the part of management leads to them
being unable to challenge IT-officers, which in turn allows them free reign to incur
major agency costs:

”One of the largest problems, and this is not just a phenomenon within banks, but
almost all companies above a certain size, is that management is not capable of
properly challenging IT-officers. Because the IT-officers are older gentlemen close to
my age or above, that only want to protect their territory and collect ever higher
salaries and eventually buy a Jaguar. The only way they achieve this is to acquire
more and more budget and to always stand in the way of change, saying ’Ow, this is
difficult’, (...) ’We need redundancy’. And because they want to mark they territory,
they want more money, and as a consequence they want to handle their IT-security
in-house. Instead of outsourcing it to some cloud service where you have 10 000
security engineers at Google, Amazon or Microsoft, they have their 13 guys with
their baseball caps turned backwards, chewing snus. And then they believe they are
secure, because they have it in-house. This type of thing is something I know banks
suffer a lot from.”

While interviewee A3 never drove a line of reasoning that was this explicitly critical
towards management or IT-officers, they did state that sometimes the internal
administration will enforce certain restrictions that drastically hamper some kinds
of otherwise viable solutions, primarily for reasons having to do with internal
security and risk aversion:

”A problem is that if the internal administration, from a security perspective, states
that all of our information has to be on-prem in our own data centers, then that’s a
restriction if you, for example, are looking at establishing a cloud-based
environment. That’s something we have as a de-facto obstacle here at Bank A, if we
want to move away from on-prem towards easier, cheaper and faster solutions,
which is something a cloud architecture could provide. Because if you have it
on-prem, you constantly have to take margin for the absolute peak load. This is also
a reason why the mainframe is so expensive, because there you’re more or less
paying per utilized CPU-cycle.”

Interviewee A3 also acknowledged the fact that in some cases, managers of certain
divisions have a tendency to put what’s good for the division ahead of what’s best
for the bank as a whole:

”There is a tendency for some divisions within the bank to put what’s best for the
division ahead of what would be best for the bank as a whole. You always have
organizations, such as trading, who are very autonomous, and in many banks they
have their own IT department, and they think they are very special and therefore
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they should be given free reign to largely do whatever they want. And while I think
that there is a certain relevance to this, we should be careful that this doesn’t get in
the way of value that has the potential to improve the bank as a whole”

Similar to interviewee A3, interviewee B1 didn’t drive a line of reasoning that was
critical of either management or IT-officers. However, it was stated that a lot of
resistance to many of the digital transformation projects was based in the IT
departments, but this resistance was overturned by having a ’sponsor’ in top
management:

”(...) Going back to the robot-based solution we were talking about earlier, that
technology, there was a lot of people that were skeptical of it, mainly people from the
IT department and IT architects and so forth (...) But there was a lot of
understanding from top management. The CEO really wanted to improve efficiency,
and was very interested in this robot technology. So, because of a ’sponsor’ at the
top, it was possible to drive this change quite successfully. (...) Generally, you need
a ’sponsor’ from high within the organization, and a lot of the resistance comes from
the IT department.”

This would suggest that, at least in this instance, some of the things described by
interviewee D1 could be happening in interviewee B1’s organization. Only in this
case, management (or at least parts of it) are able to properly challenge the IT
department and other divisions that were initially skeptical and tried to halt this
transformation.

In addition to this, interviewee D1 also suggests that there is an inability to properly
utilize the human capital within the organization, and perhaps more importantly,
realize when one has a lot of superfluous personnel and do something about it:

”I talked with one of my old co-workers, who was head of markets at a large Swedish
bank at the time. (...) He was struggling with improving their systems and was
having a miserable time. And he’s an incredibly competent guy. So, I put the
question to him: ’How many employees do you have in that area?’ , and he
responded with ’400’ our something like that. ’How many of them are sincerely and
truly needed to run daily activities?’, I asked him. He thought about it for a while
before responding with ’Maybe... 40?’.”

The key quotes and corresponding codes for this category of barrier is summarized
in table 8.
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Table 8: Key quotes and codes for the barrier category ’Failure in Management’.

Interviewee Code Quote

D1
Lack of IT-
Insight

”I can just start with describing an event from the time at
(note: company name). I had a friend (. . . ) who was em-
ployed at a major Swedish bank as a project manager. He was
a fairly competent guy, but he knew absolutely nothing about
IT. (. . . ) I was eating lunch with him, and he was incredibly
pleased, because he had just came from a meeting where they
had finished a project. They had managed to keep within the
planned time-frame, and while they hadn’t managed to keep
within budget, it had been very close (...) The project had in-
volved setting up routines to submit a file containing data on
derivatives deals in some German exchange to... I can’t re-
member if it was Deutsche Börse or the German financial su-
pervisory authority (...) Anyway, this was something fairly...
tricky, it wasn’t an easy file to generate (...) So, he was very
happy that they had managed to complete the project within
nine months, and it only cost 22 million when the budgeted
cost was 20 million (...) Later, when I was walking home, I
was thinking ’But we did this too last summer’. So I went to
the guy who was responsible for the project and asked him ’Do
you remember this project?’ and he responded ’Yes, yes! I re-
member! It was kind of tricky changing the file to the desired
format, which took a couple of hours, and then we had to wait
for two weeks for a test time slot. But then it launched.’. (...)
Someone who pays for this (note: talking about the project on
the bank side), is someone who has no idea what is going on,
and no idea how IT works”
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D1
Lack of IT-
Insight

”Many of the people making decisions in today’s banks, when
they were young, way back in the eighties, banking was one
of the hardest things you could do within IT. You could have
30 000 transactions within a day, and 2 million customers
within your customer database, which was impressive at the
time. And they still live in this world today, where they still
think IT for finance is hard. But IT for finance is the most
straight forward thing you could ever do, because it’s practi-
cally just a number of large transaction logs. If you look at
Amazon, Ebay or Google, that’s advanced IT. They have their
IT systems under control in a way that the banks are nowhere
near (...) And all of this essentially stems from the banks not
being managed properly. From the inability of management
to say ’That’s ridiculous! This shouldn’t need a budget of 20
million, it could be done with 500 thousand!’ But this is miss-
ing, largely because the owners still recruit ’banking people’ for
these positions.”

D1

Agency
Costs &
Empire
Building

”One of the largest problems, and this is not just a phe-
nomenon within banks, but almost all companies above a cer-
tain size, is that management is not capable of properly chal-
lenging IT-officers. Because the IT-officers are older gentle-
men close to my age or above, that only want to protect their
territory and collect ever higher salaries and eventually buy
a Jaguar. The only way they achieve this is to acquire more
and more budget and to always stand in the way of change,
saying ’Ow, this is difficult’, (...) ’We need redundancy’. And
because they want to mark they territory, they want more
money, and as a consequence they want to handle their IT-
security in-house. Instead of outsourcing it to some cloud
service where you have 10 000 security engineers at Google,
Amazon or Microsoft, they have their 13 guys with their base-
ball caps turned backwards, chewing snus. And then they be-
lieve they are secure, because they have it in-house. This type
of thing is something I know banks suffer a lot from.”
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B1

Resistance
from IT
Over-
turned
by Top-
Management
Support

”(...) Going back to the robot-based solution we were talking
about earlier, that technology, there was a lot of people that
were skeptical of it, mainly people from the IT department
and IT architects and so forth (...) But there was a lot of un-
derstanding from top management. The CEO really wanted to
improve efficiency, and was very interested in this robot tech-
nology. So, because of a ’sponsor’ at the top, it was possible
to drive this change quite successfully. (...) Generally, you
need a ’sponsor’ from high within the organization, and a lot
of the resistance comes from the IT department.”

D1

Inefficient
Utilization
of Human
Capital

”I talked with one of my old co-workers, who was head of
markets at a large Swedish bank at the time. (...) He was
struggling with improving their systems and was having a mis-
erable time. And he’s an incredibly competent guy. So, I put
the question to him: ’How many employees do you have in
that area?’ , and he responded with ’400’ our something like
that. ’How many of them are sincerely and truly needed to
run daily activities?’, I asked him. He thought about it for a
while before responding with ’Maybe... 40?’.”

A3

Internal
Admin-
istration
Restric-
tions

”A problem is that if the internal administration, from a se-
curity perspective, states that all of our information has to
be on-prem in our own data centers, then that’s a restriction
if you, for example, are looking at establishing a cloud-based
environment. That’s something we have as a de-facto obsta-
cle here at Bank A, if we want to move away from on-prem
towards easier, cheaper and faster solutions, which is some-
thing a cloud architecture could provide. Because if you have
it on-prem, you constantly have to take margin for the abso-
lute peak load. This is also a reason why the mainframe is so
expensive, because there you’re more or less paying per utilized
CPU-cycle.”

A3
Agency
Costs

”There is a tendency for some divisions within the bank to
put what’s best for the division ahead of what would be best
for the bank as a whole. You always have organizations, such
as trading, who are very autonomous, and in many banks they
have their own IT department, and they think they are very
special and therefore they should be given free reign to largely
do whatever they want. And while I think that there is a cer-
tain relevance to this, we should be careful that this doesn’t get
in the way of value that has the potential to improve the bank
as a whole”
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5.2 Solution Models

During the interviews, a fair bit of time was spent discussing possible solutions to
the barriers and difficulties described in section 5.1. The proposed solutions and
models that were not too general and unspecific are presented in this section.

5.2.1 API First

Both interviewee A1 and A2 are proponents of adopting a so-called ’API First’
approach to ease and facilitate digital transformation. Interviewee A1 states the
following:

”I’m convinced that an ’API First’ strategy, which has been tried in a number of
other companies, is the right way to go. Then you will always have that flexibility,
because it’s very difficult to know how long people will want to work within the
channels provided by the bank, will there be multi-bank channels, etc. (...) The
evolution moves at different speeds depending on what customer is concerned, and
also what product you’re dealing with. If you look at financial institutions working
globally, they have had a high degree of digitalization for a long time, and to some
degree they have been involved in driving the rapid expansion of the
telecommunications market. What happened in that space was that multi-bank
channels formed, in its simplest form actors like Bloomberg, where a single trader
could reach a large number of banks, expose them to competition, communicate with
them, choose the actor with the best price, and finally perform a transaction, all
through a single interface. This trend is very prevalent in many other areas of
interest for the bank. Only two options really exist: provide the platform or wait for
another actor to implement it and then integrate with it. Either way, an API-first
approach is productive.”

In turn, interviewee A2 presents a working definition of API First, as well as its
major advantages for the bank:

”How we think about is like this, the first consumer of our services is a computer,
and for a computer to consume the service outside the walls of the bank, you need
an API. We want our services to be granular enough, meaning we want our APIs to
be granular enough, for one to be able to disassemble our value offer, and then
reassemble it somewhere else with new parameters, where you can mix different
product types into a new structure to create value that we ourselves have difficulty in
perceiving and producing (...) ’One size fits all’ is gone. We need to ensure that
customers and third-party actors can build their own interface towards us to fit their
own needs.”

When asked if this push was mainly to better accommodate third party developers,
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interviewee A2 clarified that while that was part of it, such a change would also be
of great benefit for internal product and organizational development:

”To prepare the bank for an API-driven economy will be incredibly valuable for us,
because we will have much more flexibility, lower costs, we will be able to deploy
solutions to our customers much faster (...) This results in increased value for
customers, but it also creates huge value internally.”

Besides offering more flexibility and potentially lower costs, interviewee A1 also
argues that this approach goes a long way towards resolving and/or mitigating the
the issue of knowledge being fractured between product silos discussed in section
5.1.2:

”What’s interesting about the API first approach is that, in a way, it leads to a
resolution to this problem, strangely enough. If you in every silo design your
interface for your product, to be very easy to combine with other products and
services, looking at it almost like lego pieces in the form of APIs, then that
facilitates the construction of a combined product in a much easier manner. One of
the major reasons why we have had difficulty constructing these combined products
previously is because it required a large amount of time from key personnel within
each product area working in rather big and time-consuming projects. In a more
harmonized and well-documented API-world, the time to market for new ideas and
product offerings will be radically decreased”

However, perhaps the main benefit of an API First approach in the context of
banking seems to be the flexibility it offers. This give the bank tools to adjust and
adapt its value proposition for a large number of potential scenarios in the market,
mitigating long-term strategic risk. This view was exemplified by the following
quote from interviewee A1:

”There are extremely few initiatives that we could potentially adopt that create as
much flexibility as that approach (note: API First) gives us. Regardless of whether
it’s our app converted to a multi-bank app that will take a dominant position in the
market, or if new actor comes along that completely captures the retail market in the
form of some third-party app, what we need to do is largely the same. If we take our
products and services and deliver them in the form of sensible and well-packaged
APIs, this will be relevant for both of those scenarios.”

The key quotes and corresponding codes for the API First approach is summarized
in table 9.
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Table 9: Key quotes and codes for the solution category ’API First’.

Interviewee Code Quote

A1 Flexibility

”I’m convinced that an ’API First’ strategy, which has been
tried in a number of other companies, is the right way to go.
Then you will always have that flexibility, because it’s very
difficult to know how long people will want to work within
the channels provided by the bank, will there be multi-bank
channels, etc. (...) The evolution moves at different speeds
depending on what customer is concerned, and also what prod-
uct you’re dealing with. If you look at financial institutions
working globally, they have had a high degree of digitalization
for a long time, and to some degree they have been involved in
driving the rapid expansion of the telecommunications mar-
ket. What happened in that space was that multi-bank chan-
nels formed, in its simplest form actors like Bloomberg, where
a single trader could reach a large number of banks, expose
them to competition, communicate with them, choose the ac-
tor with the best price, and finally perform a transaction, all
through a single interface. This trend is very prevalent in
many other areas of interest for the bank. Only two options
really exist: provide the platform or wait for another actor
to implement it and then integrate with it. Either way, an
API-first approach is productive.”

A1 Flexibility

”There are extremely few initiatives that we could potentially
adopt that create as much flexibility as that approach (note:
API First) gives us. Regardless of whether it’s our app con-
verted to a multi-bank app that will take a dominant position
in the market, or if new actor comes along that completely
captures the retail market in the form of some third-party app,
what we need to do is largely the same. If we take our prod-
ucts and services and deliver them in the form of sensible and
well-packaged APIs, this will be relevant for both of those sce-
narios.”
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A2
Flexibility,
Accessibil-
ity

”How we think about is like this, the first consumer of our
services is a computer, and for a computer to consume the
service outside the walls of the bank, you need an API. We
want our services to be granular enough, meaning we want our
APIs to be granular enough, for one to be able to disassemble
our value offer, and then reassemble it somewhere else with
new parameters, where you can mix different product types
into a new structure to create value that we ourselves have
difficulty in perceiving and producing (...) ’One size fits all’
is gone. We need to ensure that customers and third-party
actors can build their own interface towards us to fit their
own needs.”

A2
Flexibility,
Accessibil-
ity

”How we think about is like this, the first consumer of our
services is a computer, and for a computer to consume the
service outside the walls of the bank, you need an API. We
want our services to be granular enough, meaning we want our
APIs to be granular enough, for one to be able to disassemble
our value offer, and then reassemble it somewhere else with
new parameters, where you can mix different product types
into a new structure to create value that we ourselves have
difficulty in perceiving and producing (...) ’One size fits all’
is gone. We need to ensure that customers and third-party
actors can build their own interface towards us to fit their
own needs.”

A2
Flexibility,
Efficiency

”To prepare the bank for an API-driven economy will be in-
credibly valuable for us, because we will have much more flex-
ibility, lower costs, we will be able to deploy solutions to our
customers much faster (...) This results in increased value for
customers, but it also creates huge value internally.”
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A1
Bridging
Product
Silos

(When talking about customer insight being fractured be-
tween product silos.) ”What’s interesting about the API first
approach is that, in a way, it leads to a resolution to this prob-
lem, strangely enough. If you in every silo design your inter-
face for your product, to be very easy to combine with other
products and services, looking at it almost like lego pieces in
the form of APIs, then that facilitates the construction of a
combined product in a much easier manner. One of the ma-
jor reasons why we have had difficulty constructing these com-
bined products previously is because it required a large amount
of time from key personnel within each product area working
in rather big and time-consuming projects. In a more harmo-
nized and well-documented API-world, the time to market for
new ideas and product offerings will be radically decreased”

5.2.2 Cross-functional Collaboration

Cross-product and cross-functional collaboration was something that many of the
interviewees mentioned as being absolutely necessary, but it rarely featured as a
bigger theme in their answers. In many ways, this is the obvious answer to the
problem of knowledge being isolated in different product silos, as described in
section 5.1.2. While there is largely a consensus about the fact that cross-product
and cross-functional efforts and initiatives are necessary, how exactly to drive this
change is a subject of some discussion.

Both interviewee A1 and A2 acknowledge the importance of cross-product work, as
exemplified by the following quote by interviewee A1, made in the context of fintechs
combining products within and between banks to deliver value to their customers:

”On the other hand, this is something we are starting to approach differently, very
much in response to the success of some fintechs who have worked in this way. For
example, even my team has as a task to look across the product groups to find what
our value proposition is, how we can package it into something, I wouldn’t say
necessarily better, but easier for the customer to access, more flexible, faster, and
hopefully cheaper.”

However, as interviewee A2 points out, this isn’t as simple as just appointing a
central team to do this kind of cross-functional work. If one doesn’t have an open
dialogue with the employees working in the line organization within the different
products group, and drive the transformation through them, you are likely to
encounter a lot of resistance:
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”When it comes to implementing these changes, we have to drive this
transformation in the line organization, we are that type of organization. We can’t
have a central team that doesn’t belong to one of the product units going around ’We
have to transform this way or that way’. We have to get people in the line
organization to understand and want to drive this development.”

It’s also pointed out by interviewee A2 that failure to convince the line organization
of the need to change, and to get them on the same page will interact further
negatively with the reigning organizational culture:

”That may well be true. It’s just that in our organization, if you’re not from an area
that actually makes money... your clout is lower. I can very much believe that in a
different organization with a different culture and governance, a central team
working cross-functionally may work, but here it is more difficult.”

In short, interviewee A2 emphasizes the need to involve the product area units
within the line organization in the strategy formulation process (The more
exhaustive specifics will be discussed under section 5.4), working both
cross-functionally, but perhaps more importantly, bottom-up from a product level.
An example of this view is presented in the following quote:

”I would say that, in my opinion, we try to work bottom-up. When we put forward
out strategy documents in 2015 and 2016, we did this in collaboration with people
knowledgeable in and involved with the respective areas. Then we worked upwards,
stating ’This is what we, the people who are in the best position to know, believe is
required’. That is a major difference from, for example, using external consultants
to say something along the lines of: ’This is what McKinsey believes is required’.”

A team working cross-functionally is something that interviewee B1 also presented
as a solution for improving process efficiency within the line organization:

”At this point we are mostly working with a task force that we have built, that goes
out into the business units and helps them get started with this process improvement
work, and at the same time builds up the competence out there. Then the idea is
that the business units will eventually be able to keep driving this development
themselves.”

The key quotes and corresponding codes for this section is summarized in table 10.
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Table 10: Key quotes and codes for the solution category ’Cross-Functional Collabo-
ration’.

Interviewee Code Quote

A1
Working
Cross-
Product

”On the other hand, this is something we are starting to ap-
proach differently, very much in response to the success of
some fintechs who have worked in this way. For example,
even my team has as a task to look across the product groups
to find what our value proposition is, how we can package it
into something, I wouldn’t say necessarily better, but easier
for the customer to access, more flexible, faster, and hopefully
cheaper.”

A2

Involving
the Line
Organiza-
tion

”When it comes to implementing these changes, we have to
drive this transformation in the line organization, we are that
type of organization. We can’t have a central team that doesn’t
belong to one of the product units going around ’We have to
transform this way or that way’. We have to get people in
the line organization to understand and want to drive this
development.”

A2

Contingency
on Orga-
nizational
Culture

”That may well be true. It’s just that in our organization, if
you’re not from an area that actually makes money... your
clout is lower. I can very much believe that in a different
organization with a different culture and governance, a central
team working cross-functionally may work, but here it is more
difficult.”

A2
Credibility,
Bottom-up

”I would say that, in my opinion, we try to work bottom-
up. When we put forward out strategy documents in 2015 and
2016, we did this in collaboration with people knowledgeable
in and involved with the respective areas. Then we worked
upwards, stating ’This is what we, the people who are in the
best position to know, believe is required’. That is a major
difference from, for example, using external consultants to say
something along the lines of: ’This is what McKinsey believes
is required’.”

B1

Task Force
Driving
Process
Efficiency

”At this point we are mostly working with a task force that
we have built, that goes out into the business units and helps
them get started with this process improvement work, and at
the same time builds up the competence out there. Then the
idea is that the business units will eventually be able to keep
driving this development themselves.”
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5.3 Fintechs

In the conducted interviews, fintechs were mainly discussed in two major regards.
Firstly, as potential collaboration partners and/or competitors. Secondly, as a point
of contrast to illustrate a certain characteristic of the typical banking organization.

5.3.1 Comparing Banks and Fintechs

Interviewee A1 admits that there are a number of things that fintechs do to much
better effect and more efficiently than banks. An example is given of one of these
aspects:

”What some fintechs manage to do, is that they take the basic products produced by
banks and combine them into something with a greater value proposition than the
sum of its parts. If we take Revolut as an example, they offer international
payments where they have very competitive exchange rates, and then perform the
transactions in question on their customers’ behalf. What very few people know is
that the currency exchange is performed through banks, us for example, the
underlying accounts are located in a number of other banks, and the payment itself is
performed through yet another bank. What they finally manage to sew together is a
very competitive value proposition, made up of products that we (the bank) already
have access to. Which means that we could, in theory, offer the same product.”

The reason given for this discrepancy was already touched upon in section 5.1.2, but
comes down to differences in organizational structure:

”Why we haven’t historically done this is, I would say, partly because of how our
organization is structured. We have never really had a team working with this as a
focus. For example, if you’re working with FX, it’s not like you’re intuitively and
spontaneously going to look at another product area in the bank and find synergistic
effects within the scope of your daily activities.”

Fintechs know that the area where they create value is not in focusing singular
financial products in isolation, it is by combining existing products with each other
and new technological infrastructure, and delivering that as a service targeted at a
specific customer demand in the market. Banks, in comparison, have traditionally
focused on providing value through improving their core financial products
individually. This presents an ever growing dilemma for the banks, because in many
ways, this is where their core competence lies. But now, there is a development
where third-party actors are able to leverage competitive products originating from
multiple banks, delivering solutions to customers where they capture a significant
amount of the profit while taking on little to none of the associated risk.
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Fintechs, or at least fintechs that are successful and well-managed, generally have a
drastically shorter time to market, and are more adaptable to market changes.
Interviewee A1 made a comparison to his previous time spent at a very successful
fintech dealing with algorithmic trading:

”Looking back at the (note: previous employer) example, I think, to be completely
honest, we refined this process down to almost the fastest possible time to market.
Back in 2010, in connection with the financial crisis, a new legal framework was
introduced. We immediately sat down with the traders late in the evening US time,
discussing what we wanted to do tomorrow. We sent it to the legal department when
US went home, and the they worked on it overnight. Asia then came in and started
to summarize and start development on the technical side. When the Sweden office
came into work in the morning, we implemented the changes, tested it, and went
into production when the US market opened. In the span of 24 hours, we had taken
a new business concept through the required legal procedures, implementation,
testing, and deployment. As long as the change in question was something at least
similar to what we had done before, we could manage this in such a short time,
because we could re-use so much of our previous work. Naturally, banks don’t work
in this manner at all, because you have a risk committee and various other instances
in the bank you have to go through to get into production, and they are there for
good reason.”

There is nothing really stopping banks from working towards the technological side
of this, where one seeks to re-use as much of one’s previous work as possible in new
projects as to not re-invent the wheel all the time, so to speak. However, it’s much
harder to do about all the checks that have to be cleared and all the instances one
has to go through in the new product approval process. Interviewee A1 states that
even though these steps substantially increase the time to market, they do have a
lot of utility. Without these processes, and without being very thorough in their risk
assessment, many of the old major banks of Sweden would not have survived as long
as they have.

Fintechs in their very early stages also typically don’t have the pressure to
constantly produce positive financial results, unlike banks and to a lesser degree
their peers that are further along in their development cycle. It can be argued that
this might be an advantage when seeking to create new and innovative products.
Interviewee A1 states the following about this:

(...) and also, fintechs often have the incredible luxury of not being required to earn
any money whatsoever. Many of them have an income on the level of a pizzeria and
operate at a net loss year after year, but have a potential upside somewhere down
the line.”
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Interviewee A2 also expresses a similar sentiment, stating that:

”What is the situation for many fintechs is that they don’t have any customers, they
don’t make any money.”

This statement, though similar on the face of it to the previous one, is presented in
a manner more negative towards the position of the fintechs, and points towards one
of the major difficulties young fintechs face. Unlike banks, most fintechs don’t have
their own customer base, and they have comparatively little competence in legal
compliance and the like. Both Interviewee A1 and A2 mention this as a
counterpoint to the other advantages fintechs have over banks. Of course, there are
exceptions to this rule, especially among older, more established fintechs.

The key quotes and corresponding codes for the comparison between banks and
fintechs is summarized in table 11.

Table 11: Key quotes and codes for the comparison between banks and fintechs.

Interviewee Code Quote

A1

Fintechs
Combining
Banks’
Products

”What some fintechs manage to do, is that they take the basic
products produced by banks and combine them into something
with a greater value proposition than the sum of its parts. If
we take Revolut as an example, they offer international pay-
ments where they have very competitive exchange rates, and
then perform the transactions in question on their customers’
behalf. What very few people know is that the currency ex-
change is performed through banks, us for example, the under-
lying accounts are located in a number of other banks, and the
payment itself is performed through yet another bank. What
they finally manage to sew together is a very competitive value
proposition, made up of products that we (the bank) already
have access to. Which means that we could, in theory, offer
the same product.”
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A1

Fintechs
Have
Faster
Time to
Market

(Talking about how banks work with change compared to
their time working at a fintech) ”Looking back at the (note:
previous employer) example, I think, to be completely hon-
est, we refined this process down to almost the fastest pos-
sible time to market. Back in 2010, in connection with the
financial crisis, a new legal framework was introduced. We
immediately sat down with the traders late in the evening
US time, discussing what we wanted to do tomorrow. We
sent it to the legal department when US went home, and the
they worked on it overnight. Asia then came in and started
to summarize and start development on the technical side.
When the Sweden office came into work in the morning, we
implemented the changes, tested it, and went into production
when the US market opened. In the span of 24 hours, we had
taken a new business concept through the required legal pro-
cedures, implementation, testing, and deployment. As long as
the change in question was something at least similar to what
we had done before, we could manage this in such a short
time, because we could re-use so much of our previous work.
Naturally, banks don’t work in this manner at all, because
you have a risk committee and various other instances in the
bank you have to go through to get into production, and they
are there for good reason.”

A1

Fintechs
Have Less
Short-term
Profit
Pressure

(...) and also, fintechs often have the incredible luxury of not
being required to earn any money whatsoever. Many of them
have an income on the level of a pizzeria and operate at a net
loss year after year, but have a potential upside somewhere
down the line.”

A1

Fintechs
Have Less
Short-term
Profit
Pressure

(...) and also, fintechs often have the incredible luxury of not
being required to earn any money whatsoever. Many of them
have an income on the level of a pizzeria and operate at a net
loss year after year, but have a potential upside somewhere
down the line.”

A2

Fintechs
Have Less
Access to
Customers

”What is the situation for many fintechs is that they don’t
have any customers, they don’t make any money.”
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5.3.2 Collaboration with Fintechs

Many of the interviewees presented a generally positive view of collaboration
between banks and fintechs. For interviewees A1 and A2, the justification for this
largely came down to such a collaboration having the capacity for both parties to
harness each other’s relative strengths, as well as covering up for their respective
weaknesses. Interviewee A1 said:

”What works best is taking the fast and innovative ideas of fintechs with very low
time to market, collaborating with a bank, which unfortunately has a much longer
list of requirements that need to be fulfilled before the product can reach the market,
but has better knowledge of and access to customers and legal compliance.”

In the context of fintechs often not having their own customers and not really
earning any income, interviewee A2 expressed a similar sentiment:

”However what they often do have, is good technological solutions. On the other
hand, we might have more outdated solutions, but we have capital and we have
customers. (...) So, it’s possible to enter into a collaborative relationship that’s
beneficial for both parties. We look at fintechs in a number of ways. For example,
we have a VC leg that looks at fintechs from an investment perspective, ’Is it worth
to invest in this company and take on some risk exposure because we believe in their
product?’(...) Another example is if a company has a technology or solution that is
interesting to us, that could serve as a short cut alternative to us developing it
ourselves.”

Interviewee A2 then moved on to give an example of an instance when this was done
in practice, and they invested in a company based on the solution they provided:

”In this case we made the evaluation that developing the corresponding service
ourselves would take longer than integrating with their service. So, we invested in
(note: company in question) through our VC leg.”

Interviewee D1 stated that while collaboration between banks and fintechs can be
very productive, it’s important to remember that banks are the stronger party in
that relationship, and they are the ones with all the options. An example was given,
pointing to a time when the respondent had discussed this issue with the CEO of
one of the biggest banks in the US:

”A few years ago, I had the good fortune of going out to dinner with (note: the CEO
of a large American bank). (...) Among other things, we discussed IT and its
challenges (...) So, I asked about all the IT-based fintechs popping up, and this was
some 4-5 years ago (...) He said ’These tech start-ups, we can’t really do anything
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about them, we can’t be in that area. They are 1000 times better than us within their
respective areas’. He then presented three scenarios for each of these fintechs. First
scenario: they crash and burn, then we have learned something. Second scenario:
they do well, and then maybe we’ll buy them and maybe ’steal’ some technology from
them, or just tag along for the ride to feel young and cool. Third scenario: they
develop fine without us, and then he leaned back and looked a little bank-ishly smug
and continued ’But somewhere down the line, they need a billion dollar credit. Then
we’re here.’”

Interviewee B1 presents a very similar view on fintechs to interviewee A1 and A2,
characterizing them as mainly potential collaborators, but at the same time also
states that this is a fairly recent development:

”A few years ago we saw fintechs as threats. Nowadays the discussion is more along
the lines of them being potential partners for collaboration.”

Interviewee A1 also points out that investing in and otherwise relying on fintechs to
deliver these types of solutions for the bank is not without an inherent risk. When
asked about whether building a reliance on a third-party to deliver value to
customers presented a long-term strategic risk, the response was:

”When it comes to evaluating and mitigating their risk exposure, I think banks are
generally very good at that type of thinking. There is definitively a risk there. How
that risk is mitigated is partly by entering into a joint ownership of the company in
question, securing their long-term financing (...) My personal strategy in this regard,
which I think has proven successful over the years, is to never put yourself in a
situation of dependency where you don’t understand exactly what you are buying.
You need to have some people within the bank that feel comfortable with saying
’given sufficient time and resources, this is something we could produce on our own,
should we chose’ (...) Otherwise, the power balance will be apparent even to the
supplier, which will inevitably be reflected in the pricing.”

There are two main risks presented in this quote. The first is the risk of the fintech
supplying the service running into financing problems, and in the worst case, going
bankrupt. The proposed guard against this is to invest in the company, securing
their long-term financing in that way. This is the same measure that interviewee A2
presented, though in this case it’s also presented as a risk mitigation tool, rather
than a way to acquire a particular technology. An example of this in practice would
be Tink, where several large- to medium sized Swedish banks own significant stock.

The other risk presented is the potential power imbalance stemming from building
to much dependence on a third-party to deliver value to the banks customers. The
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reasoning for this presented in the quote is coherent, since having the option to
develop a corresponding service internally should prevent the third party from
getting too ambitious in their demands. Additionally, putting oneself in a position
of dependence on a third-party technological solution one does not fully understand
may be even worse than what is presented in the quote, since accurate valuation of
said solution also becomes exceedingly difficult.

The key quotes and corresponding codes for discussion on collaboration between
banks and fintechs is summarized in table 12.

Table 12: Key quotes and codes for the discussion on collaboration between banks
and fintechs.

Interviewee Code Quote

A1
Leveraging
Both Parties
Strengths

”What works best is taking the fast and innovative ideas of
fintechs with very low time to market, collaborating with a
bank, which unfortunately has a much longer list of require-
ments that need to be fulfilled before the product can reach the
market, but has better knowledge of and access to customers
and legal compliance.”

A2
Leveraging
Both Parties
Strengths

”However what they often do have, is good technological solu-
tions. On the other hand, we might have more outdated solu-
tions, but we have capital and we have customers. (...) So,
it’s possible to enter into a collaborative relationship that’s
beneficial for both parties. We look at fintechs in a number of
ways. For example, we have a VC leg that looks at fintechs
from an investment perspective, ’Is it worth to invest in this
company and take on some risk exposure because we believe
in their product?’(...) Another example is if a company has
a technology or solution that is interesting to us, that could
serve as a short cut alternative to us developing it ourselves.”

A2
Strategic
Investment
Decision

”In this case we made the evaluation that developing the cor-
responding service ourselves would take longer than integrat-
ing with their service. So, we invested in (note: company in
question) through our VC leg.”
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D1
Banks Have
a Stronger
Hand

”A few years ago, I had the good fortune of going out to din-
ner with (note: the CEO of a large American bank). (...)
Among other things, we discussed IT and its challenges (...)
So, I asked about all the IT-based fintechs popping up, and
this was some 4-5 years ago (...) He said ’These tech start-
ups, we can’t really do anything about them, we can’t be in
that area. They are 1000 times better than us within their re-
spective areas’. He then presented three scenarios for each of
these fintechs. First scenario: they crash and burn, then we
have learned something. Second scenario: they do well, and
then maybe we’ll buy them and maybe ’steal’ some technology
from them, or just tag along for the ride to feel young and
cool. Third scenario: they develop fine without us, and then
he leaned back and looked a little bank-ishly smug and contin-
ued ’But somewhere down the line, they need a billion dollar
credit. Then we’re here.’”

B1
Shifting Per-
spectives

”A few years ago we saw fintechs as threats. Nowadays the
discussion is more along the lines of them being potential part-
ners for collaboration.”

A1
Collaboration
is a Calcu-
lated Risk

(When asked whether building to much reliance on a third-
party actor was problematic.) ”When it comes to evaluating
and mitigating their risk exposure, I think banks are gener-
ally very good at that type of thinking. There is definitively
a risk there. How that risk is mitigated is partly by entering
into a joint ownership of the company in question, securing
their long-term financing (...) My personal strategy in this
regard, which I think has proven successful over the years, is
to never put yourself in a situation of dependency where you
don’t understand exactly what you are buying. You need to
have some people within the bank that feel comfortable with
saying ’given sufficient time and resources, this is something
we could produce on our own, should we chose’ (...) Other-
wise, the power balance will be apparent even to the supplier,
which will inevitably be reflected in the pricing.”

5.4 Digital Transformation Strategy

When discussing digital transformation strategy, there were two main themes that
emerged. The first theme was the importance of meaningfully communicating
strategy and vision within the organization, and how one should go about doing so.
The second theme was concerned with how one should go about constructing their
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digital transformation strategy.

5.4.1 Communicating Strategy and Vision

When asked about how their digital transformation strategy was communicated
throughout the organization, interviewee A1 gave the following answer:

”I would express it like this: We have a fairly good idea of what we need to do.
However, we can definitely do a better job of summarizing it and communicating it.
The biggest reason for doing this is not necessarily to change what we do, but to get
the entirety of the organization to both feel secure in the fact that work is being done
in these areas, and to be able to measure the success and progress of these efforts
towards our stated goal.”

This quote emphasizes the importance of communicating strategy and vision
throughout the organization, as well as setting clear and achievable goals to measure
progress towards the organizations overall strategic goals. At the same time, it’s also
acknowledged that this is something that is not always done to a sufficient extent.

Interviewee A1 also pointed out how a digital transformation strategy sometimes
can be at risk of being too abstract and unspecific, especially if it’s applied
wholesale from how it appears in academia or consulting reports:

”Like we touched upon earlier, you do have to have a clear goal and vision to work
towards, and a process to get there (...) but sometimes when reading these types of
documents, it’s like playing buzzword bingo (...) At the moment, I’m personally in a
mode where the less time we spend making powerpoints, and the more time we spend
digging for improvement opportunities and doing work, the better I think it will turn
out. You may be able to convince people to ’buy in’ to a project with a powerpoint, a
strategy document, and presentations, but at some point you need ’success stories’ to
drive motivation and inspire people.”

This raises a very important point. A digital transformation strategy, or any type of
strategy for that matter, shouldn’t be formulated in such a vague and unspecific
way that it cannot inform operation.

When asked about whether it’s more important to communicate strategy and vision
upwards towards management, or downwards towards the line organization,
interviewee B1 gave to following answer:

”I think it needs to come from both directions. Top management needs to be clear on
what’s important, and where we are going in the bank. (...) And then to get the
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entire organization on board by having an overall understanding how each area and
division contributes to the whole. So people out in the organization understand
which direction we are going, and at the same time feels a sense of pride, that one is
important. If you can meet there, in respect and understanding of each other, I think
you’re very far along.”

The key quotes and corresponding codes for this section is summarized in table 13.

Table 13: Key quotes and codes for the communication of vision and strategy.

Interviewee Code Quote

A1

Building
Confidence
Through
Communi-
cation

”I would express it like this: We have a fairly good idea of
what we need to do. However, we can definitely do a better job
of summarizing it and communicating it. The biggest reason
for doing this is not necessarily to change what we do, but to
get the entirety of the organization to both feel secure in the
fact that work is being done in these areas, and to be able to
measure the success and progress of these efforts towards our
stated goal.”

A1

Strategy
Needs
to be
Concrete

”Like we touched upon earlier, you do have to have a clear
goal and vision to work towards, and a process to get there (...)
but sometimes when reading these types of documents, it’s like
playing buzzword bingo (...) At the moment, I’m personally
in a mode where the less time we spend making powerpoints,
and the more time we spend digging for improvement opportu-
nities and doing work, the better I think it will turn out. You
may be able to convince people to ’buy in’ to a project with
a powerpoint, a strategy document, and presentations, but at
some point you need ’success stories’ to drive motivation and
inspire people.”

B1

Top-down
& Bottom-
up Sup-
port Both
Essential

”I think it needs to come from both directions. Top manage-
ment needs to be clear on what’s important, and where we are
going in the bank. (...) And then to get the entire organi-
zation on board by having an overall understanding how each
area and division contributes to the whole. So people out in
the organization understand which direction we are going, and
at the same time feels a sense of pride, that one is important.
If you can meet there, in respect and understanding of each
other, I think you’re very far along.”
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5.4.2 Strategy Construction

Interviewee A2 described a real-world example of how they went about constructing
a digital transformation strategy to considerable success:

”In 2015, when I was made responsible for digital banking, one of my responsibilities
was formulation of a digital strategy for the bank. To assist me, I had a number of
people who had worked in the digital part of our business, meaning our apps and our
interfaces, and so forth. We also had a group with a high degree of competence in
applicable new technologies. I tasked them with writing the strategy, and returned
after a couple of weeks, we did a few revisions, and we later presented the banks
digital strategy in front of the board.

This was structured in a way where we had a number of customer cases, to illustrate
how exactly we wanted the user experience to be for our different customer segments
(...) Overall, we were very clear and illustrative in showing ’this is how we want
things to work in this and that customer segment’, in a fairly granular way. Our
next chapter then moved on to the next chapter, saying ’we are not there yet’, ’we
are missing the preconditions to get to that point’.

The message being, if you bought the vision presented in the first section, then we
have a lot of work to do correcting the problems in the second section. It’s from this
base the digital transformation could properly start.”

This approach of involving representatives from the line organization and then
working upwards has two main advantages related to the previous section on
communicating strategy and vision (section 5.4.1). Firstly, if one involves the line
organization in one’s strategy construction, it’s much more likely that they will be
receptive when trying to then make them conform to said strategy. Additionally,
the strategy is likely to be more operative in nature and not just ”Buzzword Bingo”,
as interviewee A1 put it. Secondly, as interviewee A2 states, this makes the analysis
that serves as a base for the strategy much more credible when presented to top
management. The people working in the line organization are the people that are
best positioned to spot inefficiencies and weaknesses in existing processes and
products.

Accepting this, it’s very hard for top management, who are so far removed from the
business units where this is taking place, to object to a needs assessment conducted
in this way. This should make it easier to secure support for the proposed strategy
from the top of the organization. The importance of support both from the
bottom-up and the top-down is presented by interviewee A1 in the following quote:

”On the face of it, alignment from the bottom up is important, like a grass roots
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level and upwards. However, the danger of only doing this is that when we are under
constant market pressure to cut cost and harsh prioritization dilemmas anyway, you
get an uncertainty within the organization if they don’t operate under the impression
that they prioritize in accordance with the views of top management. Sure, you can
perform close to unfinanced, minor changes on a grass roots level (...) but the major
changes that we are in need of implementing are not possible without direct support
from the top. I would say it’s a mix, the grass roots level is more important, but the
scale of the changes needed necessitates support from top management and the
board.”

The key quotes and corresponding codes for this section is summarized in table 14.

Table 14: Key quotes and codes for the construction of digital transformation strategy.

Interviewee Code Quote

A2
Collaborative
Construc-
tion (1/3)

”In 2015, when I was made responsible for digital banking, one
of my responsibilities was formulation of a digital strategy for
the bank. To assist me, I had a number of people who had
worked in the digital part of our business, meaning our apps
and our interfaces, and so forth. We also had a group with
a high degree of competence in applicable new technologies.
I tasked them with writing the strategy, and returned after a
couple of weeks, we did a few revisions, and we later presented
the banks digital strategy in front of the board.”

A2
Collaborative
Construc-
tion (2/3)

”This was structured in a way where we had a number of cus-
tomer cases, to illustrate how exactly we wanted the user expe-
rience to be for our different customer segments (...) Overall,
we were very clear and illustrative in showing ’this is how we
want things to work in this and that customer segment’, in a
fairly granular way. Our next chapter then moved on to the
next chapter, saying ’we are not there yet’, ’we are missing
the preconditions to get to that point’.”

A2
Collaborative
Construc-
tion (3/3)

”The message being, if you bought the vision presented in the
first section, then we have a lot of work to do correcting the
problems in the second section. It’s from this base the digital
transformation could properly start.”
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A1

Strategy
Needs both
Bottom-up
and Man-
agement
Support

”On the face of it, alignment from the bottom up is important,
like a grass roots level and upwards. However, the danger of
only doing this is that when we are under constant market
pressure to cut cost and harsh prioritization dilemmas any-
way, you get an uncertainty within the organization if they
don’t operate under the impression that they prioritize in ac-
cordance with the views of top management. Sure, you can
perform close to unfinanced, minor changes on a grass roots
level (...) but the major changes that we are in need of imple-
menting are not possible without direct support from the top.
I would say it’s a mix, the grass roots level is more important,
but the scale of the changes needed necessitates support from
top management and the board.”

5.5 Summary of Results

A table showing a summary of the results, containing data on which interviewees
gave answers that fell into each category, can be found in figure 9. It should be
noted that ’Collaborative Strategy Formulation’ is presented as belonging in the
Solutions category. This is because it has some potential positive benefits on
organizational culture, and can lessen the impact of the ’product silo’ effect
discussed under section 5.1.2.
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Figure 9: Overview of the results, showing which interviewee gave answers falling into
each category.
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6 Discussion

This section discusses the barriers to driving digital transformation and proposed
solution models identified under the previous section, and offers reflection on these
and the methods used in the study.

6.1 Discussion on Barriers

When looking at the reason a lot of banks face great difficulty in working with
digital transformation, it basically comes down to a sort of ’path dependency’ in
many regards. Looking at the areas discussed as constituting barriers to change for
the banks, the state of these factors have almost nothing to do with the reality of
banking today, instead being contingent on how banks have conducted their business
in the past, which for some reason or another has stayed largely the same today.

Looking at the prevalence of legacy systems, this effect is obvious. These systems
were used in the past to great effect, and banks have prioritized building new
solutions on top of them instead of redesigning the underlying system. This gives
rise to a path dependent dilemma where in every instance a new product or service
is to be developed, banks are ever more incentivized to build on top of the existing
legacy system. As more and more ’threads’ and dependencies on the concerned
legacy system are introduced, it becomes less and less appealing to replace it. At
the same time, banks should realize that the day will come where using severely
outdated system solutions will be completely unviable, and they are just pushing an
ever growing development cost onto the future.

A big part of the reason behind this development is found in the incentive structure
that banking organizations operate under, which in itself is an artifact of the
current mode of quarterly capitalism in the market.

In a similar manner, the current orientation of the banking organization, described
by several interviewees as having an excessive product focus, has its base in what
has proved successful for the banks historically. This too, is a product of path
dependence.

Organizational culture, by its very nature of being built slowly over long periods of
time, is dependent on what the organization has done historically. Many banks have
an organizational culture that is very risk-aware, and in most cases very risk-averse.
This is a very good culture to have in most regards, and it’s something that has
served the major banks of Sweden very well. In fact, many of the Swedish major
banks of today would likely have gone under at some point if it wasn’t for this fact.
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However, this culture often bleeds over into skepticism towards change when it
comes to internal process and strategy transformation, and can tend to stand
opposed to the digital transformation-friendly clauses that many of the interviewees
say that they want to embed within the organizational culture. Time will tell if
these two forces within the culture will be compatible with one another, or if one
will have to be relaxed in order to yield room for the other.

Another factor that has an element of path dependence on the part of banks, even
though it might not seem like it on the face of it, is regulation. During the interview
with D1, one of the reasons given for why the respondent thought the recent
regulation being rolled out was more or less exclusively a good thing, was the fact
that its introduction was almost always in response to some real event or
transgression. It’s fairly uncommon that the introduction of some new piece of
legislation placing obligations and restrictions on banks can’t be traced to
misbehaviour or exploitation of some legal loop-hole by some bank or other actor
within the financial sector. In a way, this regulation is ’a punishment for sins past’
for banks. Of course, while this is very unfair to actors who have done little to
nothing wrong, that’s the way that the system operates.

Looking at the role of management in all this, a similar picture can be painted.
Some thirty to forty years ago, one might have been just fine with having top
management comprised exclusively of traditional ’bankers’ with no insight into the
technological and IT side of things. Today, a failure to have this competence
represented at the top will have two main repercussions. Firstly, top management
will not be able to put forward a meaningful, clear, and achievable goal for the IT
and system development part of the organization to work towards, leaving them
directionless. Secondly, top management will be unable to meaningfully challenge
IT-officers, leaving them with little to no way to guard against underperformance
and mismanagement on their part.

So why is this point important? Well, it’s to emphasize the fact that the internal
workings of banks are essentially built to suit the type of business that they
conducted twenty years ago, not the type of business that they do today. One of the
first things interviewee D1 did during the conducted interview was to put forth the
following question: ’If you were tasked with rebuilding a given major Swedish bank
from the ground-up tomorrow, would you structure it in even remotely the same
way as it is now?’. It’s unlikely that anyone, even the people that stand to benefit
the most from the current state of banking, would answer ’yes’ to that question.

Overall, there is largely a consensus between interviewees from the different
investigated banks of what the barriers and difficulties standing in the way of digital
transformation are. Only interviewee D1, who comes from more of a fintech
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perspective, differs significantly in opinion from the others, heavily emphasizing
problems inherent to management of the banks.

When comparing the findings of the interviews to those of the literature review, two
things are immediately apparent. Firstly, all of the factors present in the literature
review were discussed in some form or another during the course of the interviews.
’Existing System Infrastructure’ from the theory corresponds to ’Legacy Systems’
from the interview results, regulation is present in both, and ’Mismatch in Employee
Skill-set’ from the theory is an aspect of the ’Resource Insufficiency’ discussed in the
interviews. This relationship can be found in figure 10. Secondly, some barriers
identified over the course of the interviews were not found in the literature review.
These include problems induced by the existing organizational structure, the
potential hampering effect of organizational culture (organizational culture is
discussed often in the literature, but almost always as a tool and driver of change),
the problem with incentive structure and failures on the part of management.

Figure 10: Comparison between the literature review findings and the interview find-
ings on barriers.
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6.2 Discussion on Fintechs

When comparing the solutions that banks offer their customers to the ones that
many successful fintechs offer theirs, one is struck by how much better some fintechs
seem to know what type of value is in demand by consumers when compared to
banks. There’s absolutely no reason why a bank couldn’t offer their customers
services similar to those of Revolut or Tink (In fact, Swedbank recently developed a
platform very similar to Tink. Unfortunately for them, more than five years after
Tink.) In many ways, this is a huge missed opportunity for banks.

Banks possess a massive amount of customer information and insight, which could
potentially be harnessed to package existing and new financial products into
innovative services. By utilizing the large amount of data that banks possess,
previously undiscovered market niches could be discovered, and new products
developed to serve them. But for one reason or another, banks are not working in
this manner.

Fintechs are also relevant to banks in terms of possible collaboration partners,
something which all of the interviewees at least mentioned. In many ways, such a
cooperation covers a lot of both parties’ respective weaknesses. While fintechs are
innovative and have a very fast time to market, they most often do not have the
customer base and expertise in legal compliance that banks do.

However, as was mentioned in a quote from interviewee A1, it’s important from the
bank’s side to always understand what they are buying. If they make themselves
dependent on a third-party service that they ultimately don’t understand, it puts
them in a disadvantageous position, where this fact is likely to be reflected in the
pricing, as well as the obvious risk of the service either temporarily or permanently
being shut down.

While interviewee A1 definitely did an excellent job representing the financial side
of the risk one takes on when collaborating with a fintech, there is also the very real
possibility of something happening to some key person that could have crippling
consequences for the fintech. Fintechs naturally have fewer and more pronounced
’points of failure’ than banks, in that any given person within the organization plays
a comparatively larger role in their operations. Should something unfortunate
happen, such as sickness, injury or divorce, to a key employee, the consequences for
the company as a whole could be disastrous. The same thing holds true if
something problematic arises from within the organization, such as discord between
employees. If two of your 3000 employees within a bank don’t work well together
and thus perform sub-optimally, it doesn’t present a major problem (Of course, it’s
still not acceptable in the long run). However, if the same thing happens in your
fintech with less than 10 employees, you’ve got a real problem on your hands.
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6.3 Discussion on Solution Models

The first of the solution models that were discussed is the ’API First’ approach
discussed by the respondents from Bank A.

This approach has the potential to counteract a lot of the problems presented in
section 5.1. For example, it’s repeatedly stated as a solution for a lot of the
problems based in organizational structure and excessive product focus by
interviewee A1 and A2. By ensuring that APIs are constructed around the
products, that have the goal of being intuitive and easy to combine, you facilitate
easier development of combined products. Because you can interface with an easy to
understand API, you don’t need as much understanding on the specifics of the
underlying system solution for the product. This should serve to increase
development speed, since the process of interfacing with the underlying system can
be abstracted. Additionally, the increased re-usability has the potential to reduce
cost, mitigating resource insufficiency in other areas.

Additionally, the API First approach gives one flexibility to react to different
long-term market developments. If oneself takes a dominant role in the market and
provides the platform through which a large number of consumers interface with
their financial services, then having intuitive and well-documented APIs for one’s
services makes integration for third parties into the platform easier. Conversely, if a
third party takes on that same dominant role, those same APIs will make
integrating with the third-party platform easier.

While the abstraction factor provided by this approach serves to make integration
with legacy systems less costly and tedious, it might serve as an aggravating factor
to the continued prevalence of said legacy systems. If the top priority is providing a
simple and modular API for any given product, then there is little to no incentive to
go back and replace the legacy system in question. In fact, as was discussed in
previous sections, as you add more and more functions to the API, the dependencies
between the underlying system and the API will grow in number, further
disincentivizing the replacement of the legacy system.

Another approach that was used to overcome some of the barriers presented was the
forming of cross-functional teams tasked with driving various forms of development.

By working cross-functionally, many of the interviewees hope that cross-product
services will be easier to produce and it will be easier to get a more full view of the
combined customer knowledge, which was previously fragmented between different
’product silos’. Additionally, it can help to create a more complete picture of the
needs of the line organization of a whole, not just what a few influential and
respected products owners try to push. This can then be used to more meaningfully
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conduct strategy formulation, as well as serve as a platform to drive the
organizational culture in a direction that is conducive to digital transformation.

6.4 Discussion on Digital Transformation Strategy

There were two main points of emphasis when it came to the answers the
interviewees gave regarding digital transformation strategy. The first of these two
was the importance of properly communicating this strategy, and the vision it had
the ambition of guiding the bank towards, throughout the organization. When
looking at a process level down in the line organization, it’s important that there are
clear and achievable goals formulated in this regard, and perhaps more importantly,
it needs to be clear how this contributes to the overall strategic direction. This is
important partly as a factor of motivation for the concerned employees, but also to
ensure that the process changes are moving the business unit in the right direction.

It’s important that the strategy is operational enough to inform operation, or can at
least be broken down into components that are sufficiently operational. A digital
transformation strategy that has no bearing on what the line organization or
developers do in their daily activities runs the risk of being interpreted as nothing
more than ’Buzzword Bingo’, as described by interviewee A1.

The second point of emphasis was the manner in which one should construct their
digital transformation strategy. Here, the interviewees that tackled this issue at
some length were largely in agreement as to which general approach they thought
was best.

Top management and the board is responsible for setting the goals, and approving a
vision for how they want the bank to work and interface with their customers. A
very productive way of doing this was presented by interviewee A2, who used a
series of ’customer experience cases’ to illustrate how they wanted to interface with
their different customer segments, as well as what impression of the bank they
wanted the customer to have.

When this general vision and direction is established, it falls to the respective
business units, development resources, product areas, and so forth, to figure out
where they are currently, where they need to be to fulfill their small part of the
vision that was negotiated with the management, and how they should work to get
there. When reconvening the meeting with the top management, this can form the
basis for a digital transformation strategy. This corresponds very closely to the
aforementioned example presented by interviewee A2, which has been fairly
successful so far, according to the respondent’s own account.
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Formulating the digital transformation strategy in this manner makes it more
operational in nature, the goals more concrete and feasible, and likely has a positive
psychological effect on the line organization, giving them a feeling of being involved
and listened to. The direct involvement of the line organization also allows them to
negotiate for what they consider more reasonable funding, theoretically working to
lessen resource insufficiency. Furthermore, the involvement of relevant competence
from the line organization as well as IT and development resources puts less of a
burden on management when it comes to possessing a lot of IT-insight, something
which was an area of weakness discussed extensively by interviewee D1.

Similarly to cross-functional teams, correct use of this type of collaborative strategy
formulation could serve as a driver of positive organization culture, and will likely
make employees throughout the organization more receptible to digital
transformation initiatives.

6.5 Relationship Between Barriers and Solutions

This section will briefly summarize which barriers each solution model can
reasonably be expected to overcome or mitigate the impact of. These relationships
are represented in figure 11. The reasoning behind this can largely be found under
the solutions’ respective sections.

Figure 11: The relationship between barriers and proposed solutions. Dotted ar-
rows indicate that the solution has the potential to solve or mitigate the underlying
problem, but it’s not a direct solution.

It should be noted that no proposed solution meaningfully addresses the problem of
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incentive structure. There is also no solution to the ’Regulation’ barrier. This,
however, is more understandable, since regulation isn’t a problem to be solved, per
se. How to comply with regulation in a manner that is efficient, on the other hand,
definitely is. In this regard, resolving the problems inherent to the existing
organizational structure will likely go a long way. This is because a lot of the
processes and routines mandated by said regulation cuts across product areas.
Compliance is made more difficult and costly than necessary if the problems
inherent to organizational structure persist.

6.6 Discussion on Methods

The format of this study was very conducive to gaining a surface-level understanding
of what relevant personnel within major Swedish banks think is preventing digital
transformation in the Swedish banking sector, as well as what their general action
plan is towards overcoming these barriers and difficulties. However, time constraints
have limited this study to a relatively small number of interviews. Given more time,
interviewing a larger selection of personnel, both from more managerial roles to pure
development roles, would offer a more complete perspective.

Regarding reliability and validity, the subjective nature of interviews and subsequent
coding as a method makes this difficult to accurately assess. However, there are
some established guidelines and best-practices. Comparing how the methods used in
this study are similar or contrasts to those will at least allow one to get a feel for
the reliability and validity comparative to other works utilizing similar methods.

The small sample size has an undeniable negative impact on the reliability of the
study. With a small sample size, the test-retest reliability is adversely affected. Put
simply, the smaller one’s sample, the greater the risk that said sample is abnormal.
When assessing reliability on the part of the interviewer, it’s common to distinguish
between inter- and intra-rater reliability. Since only a single individual worked on
this project, this is limited to intra-rater reliability. It might be easy to assume this
factor to be negligible, but it’s quite easy to devise a hypothetical scenario where
it’s not. For example, the single rater could start the project with a fairly open
mind on the subject area, but as more and more interviews are performed, the rater
becomes entrenched in a certain perspective, eventually resulting in a process that is
inconsistent between interviews.

The validity of the methods used is contingent on three main factors:

• The interviewees possessing sufficient insight to answer the questions in a
manner that corresponds to reality.

• The interviewees being willing and able to communicate this information
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candidly.

• The interviewer correctly interpreting the answers given over the course of the
interviews.

From the perspective of the researcher, the first point translates to proper selection
of candidates for the interviews. While the sheer volume of interviews might be
smaller than desired, the interviewees themselves are extremely well-qualified to
answer the questions posed by this thesis, and are additionally well-situated within
their respective organizations to have practical insight on the matter.

Regarding the second item, at no point during the interviews was it apparent that
information was being withheld for secrecy reasons or similar, to the point of the
interviewee not being able to meaningfully answer a question posed by the
interviewer. There is also no reason to believe that the respondents were being
dishonest in their answers.

For the last item, an effort has been made to be as transparent as possible in how
the interview results have been interpreted. When a statement is made that ’a
certain interviewee argued for X’, the ambition has been that there should always
be an attached quote from that same interviewee backing up that assertion. In this
manner, the person performing the study has less room for ’creative interpretations’
of interview answers, and perhaps more importantly the reader is better equipped to
assess whether the author is taking too many liberties in the interpretation of said
answers.

6.7 Discussion on Sustainability

When discussing sustainability, one typically always distinguishes between
ecological, economical, and social sustainability. How this study relates to
sustainability aspects is subtle, and not immediately obvious.

The digital capability of Swedish banks will play a huge role in determining their
future competitiveness, and overcoming the barriers described in this paper is a
major aspect of that. Thus, one could make a case that a hypothetical scenario
where banks either retain or significantly lose market share in the financial services
industry can be used as a proxy for a sustainability analysis of this project.

Banks, for better or worse, are a factor of inertia and stability in the economy. For
private persons and corporations, the ready access to credits is something that will
always be required. In a world where ever more of the distribution and interfacing
with customers is performed through digital channels, it’s essential that banks
continuously develop their digital capabilities and keep driving the digital
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transformation process forward. This is true regardless of whether there is a
development where the banks themselves provide the platforms and channels for
distribution, or if this is provided by third parties who banks then have to interface
their products and services with. Therefore, solving the current issues banks face in
their digital transformation efforts can be said to have a positive impact on
economical and social sustainability.

Regarding ecological sustainability, there is not much within the scope of this study
that directly impacts it. However, a case could perhaps be made that a market
climate where the old, major Swedish universal banks have a continued leading role
in the financial services industry is more conducive to ecological sustainability than
a hypothetical scenario where the market is more fragmented between smaller,
younger actors.

The long history of these major banks, and their comparatively more long-term
oriented strategies allows them to consider sustainability aspects in a manner that
doesn’t come as naturally to smaller, younger actors. For one, the typical short
life-span of a fintech or similar actor means that they likely will not be around to
suffer the cost of any externalities they contribute to. This line of reasoning is given
some credence by the fact that Swedish major banks typically discuss sustainability
at some length in their annual reports, among other things. Of course, this may just
be them paying lip-service to a prevalent trend, but there are instances where banks
have seemingly ’put their money where their mouth is’.

For example, SEB’s new office building in Solna was given the assessment
’Excellent’ according to BREEAM-SE’s environmental sustainability classification.
Among other things, this indicates 100 % of the energy expenditure being composed
of renewable energy, as well as the overall energy expenditure being 50 % lower than
what is customary for newly produced property (Skandinaviska Enskilda Banken,
2017a).
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7 Conclusions

The purpose of this thesis was to identify the main barriers and difficulties
encountered by Swedish banks when working with digital transformation, as well as
to investigate their general approach to eliminating or circumventing said barriers.
This could then be used to get a more full-picture perspective of the challenges
Swedish banks face in this regard, which could serve as a useful basis for further
research.

Firstly, this study found that the main barriers to driving digital transformation
within the Swedish banking sector could generally be characterized into one of the
following categories:

• Legacy Infrastructure

• Organizational Structure

• Organizational Culture

• Incentive Structure

• Resource Insufficiency

• Regulation

• Failure in Management

Secondly, a number of ways banks work to resolve or circumvent these issues were
identified. Some of these are complete solution/development models, while some
others are general guidelines when working with existing processes. Of special note
is the ’API First’ approach, and the formation of specialized cross-functional teams
to drive the digital transformation forward. It was also emphasized that when
formulating a digital transformation strategy, involvement, dialogue and mutual
respect between the line organization, specialized developers, and top management
is absolutely essential.

In closing, most of the internal workings making up the Swedish major banks of
today are at least ten to twenty years outdated, both in the technological sense and
in the organizational sense. One sentiment expressed by most of the interviewees is
the fact that while digital development within banking has come a long way, the
pace is not nearly fast enough. There needs to be an increased sense of urgency
here, while the health of the economy is still on the up-swing. This is because
having to drive this development in the middle of a recession is going to be painful
for the banks, and by extension, their customers.
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For further research, investigating some of the general categories of barriers
presented above and formulating specific, more in-depth solutions could be a very
interesting and potentially valuable contribution. In particular, looking at how the
organizational structure or incentive structure can hamper or facilitate digital
development in banking is very underexplored, but was something emphasized as
very important by many of the interviewees in this study.

The issue of incentive structure is perhaps in the most pressing need of addressing.
Since the process of digital transformation must ultimately be driven by individuals
employed within the organization, making sure that these employees are properly
incentivized to do so, rather than pushed into always making short-term tactical
fixes, is of utmost importance. It won’t matter how many fancy strategy documents
and powerpoints are put forth, employees will generally act according to how the
incentives are structured within the organization.

Another potentially productive area of study is how a banking organization should
layout its system and organizational architecture in order to comply with current
and potential future regulation in a more efficient manner. A reoccurring theme
within the interviews conducted during this study was the fact that major banks
commit enormous resources in order to ensure that they are compliant with new
financial regulation. Simultaneously, interviewees with backgrounds working in
fintechs and other smaller actors within the financial sector observe that these
actors generally do this in an enormously more efficient manner, which cannot be
adequately explained in terms of differences in raw volume of transactions. Findings
within this study provides tentative suggestions that this effect could be mitigated
by solving the issues related to legacy infrastructure and organizational structure,
but more research is required in this area.
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Appendices

A Interviewee Details

Interviewee: A1

Affiliation: Bank A

Position in the Organization: CTO - Large Corporates & Financial Institutions

Educational Background: Business Economics, Computer Science, Electrical
Engineering

Professional Background: Employed at Bank A for 5+ years. Has worked
extensively with the IT-side of trading- and risk management systems over the
course of their career. Previous places of employment include a wide variety of
actors, including fintechs, banks, and other providers of financial services. During
this time, they have managed a large number of integration projects between front-,
middle-, and back-office.

Self-described Role: ”I have had a number of different roles within the bank. My
background is from trading and trading systems. So I’ve moved back and forth
between IT and the business, you could say. I’ve worked a few years as a trader, but
substantially more years on the IT-side. When I started at Bank A, my first task
was to be CTO for FX Trading, and I helped to replace our entire trading system
there. I then moved to a new role under what was called Digital Banking, which was
an organization that was situated in parallel with the big business units, and had the
role of a ’catalyst organization’ to drive digitalization. Since some time back, I’m
CTO for an area called ’Large Corporates Financial Institutions’. (...) I work a lot
with technical questions, of course, but the focus is on the value proposition towards
the customer. ’What technological value proposition do we want, and how do we
distribute our products to the customers digitally?’, is a question which is a very
important area of focus. (...) I work in a fairly small team, where (note: name
redacted) is responsible for large corporates, (note: name redacted) is responsible for
financial institutions, and (note: name redacted) who is responsible for partnerships,
which is a new and very exciting role within the bank.”
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Interviewee: A2

Affiliation: Bank A

Position in the Organization: Head of Open Banking

Professional Background: Employed at Bank A for 16+ years. Has had a
significant number of very important roles within Banks A, dealing with Cash
Management, Trade Finance, Transaction Services, and Digital Banking.

Self-described Role: ”I work within an area called ’Transaction Services’, which
is an area within our Large Corporates division, dealing with Cash Management,
Trade Finance, Receivables Purchase, those types of products. It’s very much a
commercial, regular, large corporate flow. I work, along with my colleagues from
other units within the bank, with the phenomenon usually called ’Open Banking’.
The problem with Open Banking is that you cannot put it under some specific
product area or geography or customer segment, it’s everywhere and for everyone.
Consequently, we need to find a way to work together, and I’m involved in driving
this process. What we are doing right now, is that we are establishing the
fundamentals necessary for the bank to function in a world where more and more of
our services will be built by third parties, and more and more customers will be using
channels that are not ours. (...) Previously I worked for three years as responsible
for the banks digital strategies and all of our external channels that our customers
are using. Before that, I was responsible for the entirety of Transaction Services.”

Interviewee: A3

Affiliation: Bank A

Position in the Organization: Domain Architect

Educational Background: Mathematics, Business Administration

Professional Background: Employed at Bank A for almost 2 years. Has
extensive experience working as a Business- and Solutions Architect for a number of
different organizations, including providers of system solutions for trading and risk
management, and another major Swedish universal bank.

Self-described Role: ”I have worked within finance for 25 years, approximately,
mostly within trading- and exchange systems. Most of this time has been spent on
development. (...) The role of my team is to manage the architecture within our
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business area, spanning finance, risk, compliance, and more recently HR and
international sites. The team consists of me and seven solution architects, who
report directly to me. We are involved in most of the major projects and there we
strive to drive development towards the architectural target, making sure everything
is moving in the same direction, trying to keep the projects from becoming too
unfocused and sprawling, where possible.”

Interviewee: B1

Affiliation: Bank B

Position in the Organization: Programme Manager - Digital Transformation

Educational Background: Information Systems, Business Administration

Professional Background: Employed at Bank B for 13+ years. Has extensive
experience with IT- and operations based transformation projects, primarily within
the financial sector. They were responsible for building up Bank B’s division for
Robotic Process Automation, and in the process introduced an entirely agile work
process for said division. Also has considerable experience working with the
implementation of new legal frameworks in the financial sector, including MiFid1
and 2, EMIR, GDPR and PSD2.

Self-described Role: ”I’m the Programme Manager for Bank B’s Digital
Transformation Programme, which spans the entire bank, all of the countries, all of
the products, all of the process flows, and so forth. We started the programme about
a year ago, where during Q2 our CEO stated that we have to do a better job utilizing
the possibilities introduced by digitalization and we need to be more efficient.
However, the exact scope of this transformation was not stated then, and it wasn’t
stated exactly how much we needed to improve or how to achieve said improvement.
(...) In conjunction with this, I got tasked with keeping this process organized and
managing the transformation project. I joined the project last summer, and because
the work spans the entire organization, I work through and with existing business
units, projects and programmes. Recently, I have transferred parts of this project
over to the line organization, in our development unit. (...) But, I have worked very
extensively with digital transformation, and I was previously the Head of
Development at Capital Markets, so I do have a lot of experience in this area.”
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Interviewee: D1

Affiliation: Bank D

Position in the Organization: Leading position in a small Swedish bank, CEO
and Co-founder of a very successful Swedish fintech.

Educational Background: Financial Mathematics, Economics

Professional Background: CEO and Co-founder of a very successful Swedish
fintech. Currently has a leading role in a small Swedish bank. Has experience
working at a major Swedish universal bank as a quantitative researcher dealing with
advanced option strategies, but most of their career has been entrepreneurial in
nature.
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