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1 Introduction 

1.1 Context and Background of Research
1
   

In the present economic environment, companies are forced to establish sustainable competitive 

advantages in order to be able to excel in the global market place. Successful innovations have been 

broadly considered a vital foundation for the creation of competitive advantages. Innovation drives 

customer acquisition and growth, margin enhancement, and customer loyalty. Whenever 

organisations lack this crucial driving force, the only way for them to survive in the market often 

entails competing at low prices, with the consequence of limited margins and fewer opportunities 

for future growth (Goffin and Mitchell, 2005). However, although the importance of innovation is 

clear, how to achieve it remains a difficult question (Pavitt, 2006).  

 

The main focus of innovation research has been primarily concerned with innovations related to 

technological product development in manufacturing (Spohrer, 2008; Miles, 2006; Hauser et al., 

2006; DeVries, 2006). Little research has been done related to the innovation activities inherent in 

the development of new services (Nijssen et al., 2006; Drejer, 2004; Adams et al., 2006), which has 

resulted in the fact that “current theory and understanding of the strategies and tactics for 

developing new services is inadequate.” (Menor and Roth, 2007: 825) This has been due to the 

dominant perception in management research that services are “laggards”, which, if at all, adopt 

innovations from their suppliers (Pavitt, 1984). Adam Smith (1776: 330) himself once noted, “The 

labour of the menial servant…… does not fix or realize itself in any particular subject or vendible 

commodity. His services generally perish in the very instant of their performance, and seldom leave 

any trace or value behind them…….”. This dominant perception of innovation in services might be 

one factor for explaining the phenomenon that, for example, in financial services, the success rate of 

new services “hovers around 3%” (Menor and Roth, 2007: 826).  

 

Notwithstanding this seemingly still existing perception, research has started to investigate how 

innovation in services can be adequately managed, and at present the study of new service 

                                                 

1
 Parts of this chapter have been published in the Journal of Service Management (Droege, Hildebrand & Heras, 2009), 

and have been presented in scientific conferences (EURAM 2009, Academy of Management 2009, EGOS 2009,  

Frontiers in Serivces 2009 & Servsig 2008). Two best conference papers (Servsig 2008 & EURAM Track Innovatoin 

2009) were achieved. For the publication in the Journal of Service Management, the “Highly Commended Paper 

Award” was awarded by EMERALD publishing in 2010. 
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development (NSD) has emerged to an important research field in innovation and service operations 

management literature (Spohrer, 2008; Miles, 2006; Menor and Roth, 2007). 

 

Within the existing body of research on NSD, much effort has already been invested in revealing 

what factors are needed to successfully develop new services (Froehle, Roth, 2007; Nijssen et al., 

2006).  

 

However, many of these studies neglected to consider that the drivers for success may differ 

depending on the degree of newness of the underlying service (Menor et al., 2002; DeBrentani, 

2001). Differentiating between incremental and radical innovation is crucial, as both types are 

highly important, yet different in their nature. Incremental new service development is needed to 

further refine existing services in order to increase their efficiency and thus profitability, while 

radical new service development opens up new revenue streams by redefining existing markets 

(Siguaw et al., 2006). Hence, it is crucial for service organizations to be capable of developing both 

incremental and radical new services. Recently, DeBrentani (2001), Avlonitis et al. (2001) or Oke 

(2007) provided first insights that organizations need to establish different organizational settings 

depending on whether they are improving existing services (incremental NSD) or developing really 

new services (radical NSD)
2
. 

 

Where the understanding of incremental and radical service innovation is concerned, what remained 

blurred are the ways these projects differ regarding their external orientation outside the firm (Lane 

et al., 2006). This is surprising, as both practitioners and academics have already illuminated that 

firms were moving away from a closed innovation model in which all innovation-related activities 

were performed by internal experts to a more open innovation model which acknowledges that 

firms can greatly benefit from already existing technology and knowledge outside their own firm’s 

boundaries (Fasnacht, 2009). This recent approach to involve external actors in the internal 

innovation efforts extends from involving customers to collaborating with technology experts in 

order to develop new products and services on the basis of latest technology and customer 

preferences (Chesbrough, 2006). In fact, recent changes in the way people are communicating with 

each other has allowed for a facilitated exchange of ideas and feedback between organizations and 

individual customers as well. Also regarding technology access, due to the globalization of the 

market place, organizations find it easier to reach out for novel technology even if it is located at a 

                                                 

2
 Improved services and really new services are used interchangeably with the expressions incremental and radical new 

services 
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distant location (Chesbrough, 2006). In doing so, organizations can benefit from the expertise of 

leading specialists without having to employ them inside the firm’s boundaries, likewise increasing 

the flexibility with which firms can pursue innovation. In addition, through reaching out to 

externally located knowledge, firms can avoid “reinventing the wheel” and can instead concentrate 

on value added innovation activities (Chesbrough, Vanhaverbeke & West, 2006).  

 

However, in order to move from closed to open innovation, firms may find themselves having to 

struggle. In fact, opening up a firm’s innovation activities is likely to necessitate the commitment of 

considerable internal resources. As research on organizational learning has revealed, firms need to 

set an internal capacity in place in order to become capable of identifying, acquiring and applying 

externally available information to their innovation activities (Cohen & Levinthal, 1990). There are 

several reasons for this at first sight potentially counterintuitive approach that firms need to invest 

in their internal knowledge base, even though they want to reach out and benefit from external 

knowledge. Firstly, firms without internal expertise will be more likely not to recognize important 

changes and novelties in fields relevant to their business and hence may fail to react quickly. 

Ultimately, this may reduce a firm’s competitiveness, as quick responses to novel technologies and / 

or customer needs are crucial in order to innovate successfully (Menor & Roth, 2007). Secondly, if 

firms are not prepared for external learning, they may struggle at understanding and integrating the 

acquired information in-house. For such integration, they need to maintain internal expert 

departments which collaborate with each other in order to dissect any incoming information inflow, 

regardless of whether it is related to the market of technical domains, and need to translate this 

novel information to other members of the organization so that the novel information can be 

exploited, e.g. in service development activities (Cohen & Levinthal, 1990; Todorova & Durisin, 

2007).  

 

Hence, as indicated by these exemplary consequences of a lack of internal capacities to learn from 

external information, such an absorptive capacity (ACAP) is crucial, particularly as regards the 

ability of organizations to innovate. Research has already provided some evidence that a firm which 

has invested in its internal absorptive capacity, also performs better in developing innovative new 

products / services (Lichtenthaler, 2009). 

 

While research is conducted in relation to a firm’s absorptive capacity, the organizational factors for 

achieving such ability for external learning still constitute a gap in innovation research (Lane et al., 

2006), as many scholars have focused overly on the amount of internally available knowledge as a 
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proxy for a firm’s ability to absorb external information. However, this perspective has led to a 

reification of research on absorptive capacity, as an absorptive capacity constitutes more than the 

mere internally available knowledge (Easterby-Smith et al., 2008; Lane et al., 2006). 

 

Recently, first evidence has emerged indicating that absorptive capacity research would benefit 

from more process-oriented investigation which would take into account organizational elements of 

this concept. Based on Cohen & Levinthal’s seminal paper (1990) in which a threefold process, 

including the stages recognizing the value of external information, assimilating it, and applying it to 

commercial ends, had been suggested, subsequent research has revised this basic model. Zahra & 

George (2002) divided the process into two parts: potential absorptive capacity, and realized 

absorptive capacity. While, according to the authors, potential ACAP comprises exploratory 

activities via  the acquisition and assimilation of external information, realized absorptive capacity 

is directed at transforming and applying the external information and hence rather concerns 

exploitative activities.  

 

Yet, this reconceptualization has also been challenged. Conceptual work on ACAP has started a 

debate on whether absorption processes would not differ depending on the nature of the external 

information needed. Based on this caveat, most recently a process model of ACAP has been 

proposed in literature (Todorova & Durisin, 2007) which takes such a contingency into 

consideration and proposes the process phases of recognizing, acquiring, assimilating, transforming, 

and exploiting. However, while five process phases were proposed, only four would operate in a 

concrete instance of absorption. Depending on the familiarity of the organization with the acquired 

external information, either an assimilation of the external information or a transformation of the 

internal knowledge base would need to take place. In this line of research, it is argued that too 

distant external information cannot be directly understood by existing sets of expertise inside the 

organization. Rather, the organization would need to transform its own knowledge base in order to 

create expertise areas which could understand such distant novel external information (Todorova & 

Durisin, 2007).  

 

However, as the latter model -  due to its recentness - has not received much attention in empirical 

research so far, the current perception of the ACAP process seems to be limited to simple process 

models, and not adapted to the specific context in which they are operated.  
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Aggravating this even more, existing models of absorptive capacity have predominantly been 

researched in formal R&D contexts, which do not share many similarities with the service 

innovation context. In fact, much research on ACAP focuses on patents or intellectual property 

rights in general, rooted in Cohen & Levinthal’s (1990) initial empirical study of absorptive 

capacity measured by the number of patents filed by an organization.  

In services, neither formal R&D nor patents exist (Fasnacht, 2009), making a transfer of existing 

research on ACAP to the service innovation context difficult. Driven by this awareness of the lack 

of understanding of ACAP in these domains, recent articles have called for more studies into this 

sector in order to illuminate the applicability of current theory on ACAP in non-technological 

contexts, such as the service industries (Lane et al., 2006).  

 

Induced by this lack of understanding, this thesis endeavors to provide answers relating to how the 

process of absorbing external information unfolds during service innovation. By so doing, both the 

stages as well as the dynamic interplay between the same are to be taken into consideration. In 

particular, taking a dynamic perspective is regarded as offering additional insights. This is due to 

the fact that current research has adhered to static process models, thus omitting to study the 

iterations and interplays to be expected with a process that is tightly linked to the innovation 

activities of a firm. Furthermore, as the driving and enabling factors for the absorption process have 

not been extensively studied either (Lane et al., 2006), this study will provide additional insights 

regarding the facilitators and inhibitors of the absorption process. In the process, one of the crucial 

enablers for innovation (Lichtenthaler, 2009) is to be researched which provides both academics 

and practitioners with valuable insights as to how the management of innovation in services can be 

improved. 

 

1.2 Focus of Research 

1.2.1 Problem Statement 

In the current environment, organizations have moved from closed to more open innovation 

approaches (Chesbrough, 2006). However, this change in innovation practices necessitates a 

professional approach towards the successful identification, acquisition, integration, and application 

of external information. This need to learn from external sources during innovation is highly 

important for service organizations as well, since new services should take advantage of both in-

depth customer understanding and incorporation of the latest technological advancements 
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(Fasnacht, 2009). Due to this practical need and because of the lack of research in service 

innovation contexts on the ability of a firm to absorb external information (Lane et al., 2006), it is 

important to understand the absorption of external information during radical and incremental 

service innovation. 

 

1.2.2 Purpose of Research 

The purpose of this research was to provide an in-depth study of the process for absorbing external 

information during service innovation projects. It was analyzed how this external learning process 

unfolded during incremental and radical innovation projects, as no direct comparison of absorption 

activities in these two different innovation types had previously been reported. By so doing, the 

process stages and their iterations and interrelations were investigated in order to provide a rich 

understanding of the phenomenon and in order to facilitate an in-depth understanding. Further, as 

the absorption process operated in specific organizational and industrial contexts, a secondary 

purpose was to understand how the absorption process was shaped by potential facilitators and 

inhibitors. With this research purpose, I am making a contribution towards filling  in significant 

gaps in our theoretical and practical understanding of external learning and innovation in 

organizations. 

 

1.2.3 Research Questions 

In order to accomplish the purpose of this study, the main objectives of the research were guided by 

the overarching research question, namely: 

 

 

 

This overarching research question was further detailed by adding three sub-research questions 

which focus the research objectives more specifically and provide the opportunity to subdivide the 

contributions of this research into three main areas: 

 

 

Sub-question 1a : “What are the absorption process phases for incremental and radical 

service innovation and how do they develop?” 

“How does the absorption of external information unfold during radical and incremental 

service innovation projects?”  
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By providing answers to the above stated overarching- and sub-research questions, it is possible to 

provide a detailed, in-depth description and analysis of a central element in firms’ innovation 

activities. Furthermore, by enhancing the understanding of both the process and the inhibitors and 

facilitators operating in its context, a holistic understanding of the absorption activities during 

radical and incremental innovation emerges. As contextualized analyses of the absorption processes 

have only rarely been made available in literature (Easterby-Smith et al., 2008), especially 

qualitative research was best suited for responding to these questions. 

 

1.2.4 Relevance and Contribution of Research 

The principal relevance of this research was to provide, as one of the first studies, an in-depth 

understanding of the absorption process within radical and incremental service innovation. This 

insight contributes to research on several dimensions. 

 

With the here presented answers to the raised research questions, findings on how the ACAP 

concept was applied within concrete service innovation projects provide an extension of the 

literature on absorptive capacity to an - up to now rather neglected - empirical setting. In fact, 

authors have started to note that although certain industries, such as biotechnology or 

pharmaceutical companies, have already been extensively studied, insight into how firms in service 

industries learn from external sources has remained under-researched (Santoro, Bierly & 

Gopalakrishnan, 2007; Lane et al., 2006).  

 

In addition, due to the fact that many of the existing process models remained conceptual without 

subsequent empirical analysis, the identification of the ACAP process within the observed service 

Sub-question 1b: “How are the absorption process and the service innovation process 

related to each other?” 

Sub-question 2: “Which inhibitors and facilitators for the absorption activities can be 

observed in incremental and radical service innovation?” 
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innovation projects allows for a first empirical insight into the nature of the ACAP process over 

time. While current ACAP research has focused predominantly on the absorption of technical 

information, the dual focus on both market and technical knowledge chosen here adds new insight 

to current ACAP understanding. Due to the interrelation and beneficial interaction of the absorption 

of technical and market knowledge, a new driver for successful absorption and, in consequence, for 

successful innovation has been presented. Moreover, the study of the absorption process over time 

adds to the currently mostly static examples a dynamic process model which takes the multiple 

iterations and parallel pursuit of the single absorption phases into consideration. In so doing, the 

beneficial effect of such a parallel and iterative design of the process constitutes an important 

contribution to current research.  

 

Present ACAP studies, viewed in an innovation context, have to date been conducted in relation to 

incremental innovations (Lane et al., 2006). In consequence, two additional contributions to ACAP 

literature have been feasible. Firstly, an ACAP process model for radical innovation has been 

presented and, secondly, a comparison of absorption activities in both incremental and radical 

innovation. As existing studies in either of these two areas are scarce, this study adds several 

additional insights to current literature. As the ACAP process has been studied in the context of 

radical and incremental innovation, not only distinct process models could be identified for these 

two innovation types, but also the relation of the absorption process with the general innovation 

process crystallized. It was found that both processes optimally worked when pursued in a parallel 

fashion, where no lagging of either one process was present. A lagging of the ACAP process behind 

the general innovation process hampered overall innovation success. 

 

Moreover, the identified process model was studied by taking facilitating and inhibiting factors 

inside and outside the respective innovating organization into consideration. Among others it was 

identified that in radical innovations a strong mindset for accepting external information has to be in 

place in order to facilitate the overall absorption process. The generally weak intellectual property 

rights in services inhibited absorption during both incremental and radical innovation, in case the 

service characteristics were perceived as being easy to imitate by the banks’ competitors. This was 

due to the fact that this perception led to less willingness to perform market testing, resulting in 

reduced levels of available customer information.  

 

Finally, as absorptive capacity is regarded as an organizational learning activity (Lane et al., 2006), 

this study contributes to the general lack of organizational learning research in service innovation 
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literature (Stevens & Dimitriadis, 2004; Sundbo, 2000). Since this organizational learning process 

has been studied via a qualitative research methodology, additional variance to the research 

strategies applied in ACAP literature has been created with this study. According to Easterby-Smith 

et al. (2008), ACAP literature has so far been characterized by an excessive deployment of 

quantitative methodologies which, according to these authors, have limited the level of 

understanding of the whole concept (Easterby-Smith et al., 2008). 

 

Additional contributions, besides the core interest of this thesis to illuminate the external learning 

processes during service innovation, have been to add further evidence on the phenomenon of 

innovation in service industries to the existing body of literature. As will be further discussed in 

subsequent parts, little research has been done related to the innovation activities inherent in the 

development of new services (Nijssen et al., 2006; Drejer, 2004; Adams et al., 2006), which has 

resulted in the fact that “current theory and understanding of the strategies and tactics for 

developing new services is inadequate.” (Menor and Roth, 2007: 825)  

 

Further evidence has been provided for the debate on whether service and product innovation need 

to be managed in different ways. In current research, several schools of thought co-exist which 

support either a “demarcation” perspective, i.e. the conceptualization of service innovation as being 

distinct from product innovation, or the synthesis perspective. Researchers subscribing to the latter 

perspective rather argue in favour of the similarities of service and product innovation research. The 

results of this study support the “synthesis” school of thought. Since the process model that has 

emerged showed similarities and considerable resemblance to the conceptual, though not yet 

validated, process model of Todorova & Durisin (2007), first evidence has been provided that the 

absorption process may be similar during product and service innovation. This is due to the fact that 

the model by Todorova & Durisin (2007) is an elaboration of the basic model by Cohen & 

Levinthal (1990) and Zahra & George (2002) which have been already successfully applied in the 

product innovation context. Hence, with this research, the “demarcation” school of thought, i.e. the 

perspective that service innovation would be incompatible to product innovation, has not been 

supported. Besides these contributions, also first accounts on Open Innovation Management 

(Chesbrough, 2006) and ambidextrous organization (O’Reilly & Tushmann, 1996) in a service 

context have become possible with the research presented here.  
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1.2.5 Structure of the Thesis 

The structure of this thesis is as follows: Following an introductory part outlining the purpose of the 

study, its objectives and contribution in brief, a review of the literature is presented in which the 

current states of both the service innovation literature and the literature on absorptive capacity 

literature are presented. After this theoretical foundation, the methodology followed for building the 

basis for the subsequent single case analyses of the three embedded case studies is outlined. The 

single case analyses again comprise, for all cases, individual innovation projects which have been 

reviewed as embedded in the extended context of the organizations. Together with the individual 

innovation project at BankXY, five innovation projects are analyzed in the single case analyses. The 

evidence presented in the single case analyses is then compared across cases. Finally, the patterns 

emerging from the cross case analysis are juxtaposed with current findings from literature, resulting 

in a presentation of the theoretical contributions of this thesis and practical recommendations to 

managers. The thesis ends with future research opportunities and concluding remarks. 

 

Problem Statement: – Research Purpose – Research Questions

Literature Review: Service Innovation & Absorptive Capacity

Methodology: Research Design - Case Selection - Data 

Collection – Analysis - Limitations

Case Study I: 

BankPro

(Longitudinal) 

Case Study II: 

BBVA

(Longitudinal) 

Case Study I: 

BankXY

(Retrospective) 

Discussion &  

Conclusion:

– theoretical contribution

– practical recommendation 

– conclusions & future research

Cross Case Analysis

 

Exhibit 1: Structure of this thesis 
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2 Literature Review 

In the following section, an overview of relevant literature is presented, in order to establish the 

foundations for the research questions, the subsequent design of the research methodology, data 

analysis, and discussion. By doing this, firstly, service innovation literature is reviewed, followed 

by a review of external learning literature focussing on the concept of absorptive capacity.  

 

Where service innovation literature is concerned, an overview of the existing schools of thought, the 

differences between product and service innovation, types of service innovations, as well as ways 

for assessing the degree of newness and performance of service innovations are reviewed. With 

these areas covered, the subsequent research setting of service innovation projects can be analyzed 

based upon the latest insights on service innovation research, allowing for an adequate evaluation of 

the various innovation projects covered in the data analysis.  

 

Subsequently, literature on external learning is reviewed by initially providing a basic 

understanding of organization learning, of which external learning is a subcategory. The external 

learning literature is then reviewed by focussing on the concept of absorptive capacity, as this 

concept still lacks scientific attention. Absorptive capacity is reviewed concerning both its process 

dimension and its facilitating and inhibiting influence factors. It is in this section that the research 

questions already posed in the introduction are discussed in depth. The following exhibit provides 

an overview of the structure of this literature review section. 
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Part I: Service 

Innovation

Evolution & Schools of Thought

Differences Product vs. Service 

Innovation

Service Innovation Frameworks

Performance Assessment of 

Innovation

Radical and and Incremental 

Service Innovation

Service Innovation Processes

Part II: External 

Learning

Overview on Learning 

Perspectives in Innovation 

Research

The External Learning Concept

Absorptive Capacity

- Presentation of Overarching 

Research Question -

- Presentation of Sub-Research 

Questions 1a, 1b & 2  -

 

Exhibit 2: Structure of Literature Review 

 

 

2.1 Service Innovation 

2.1.1 Evolution of Service Innovation Literature 

In order to understand the still young stream of literature around the concept of service innovation, 

it is important to take into consideration the different perspectives and angles adopted in current 

literature. In fact, in present research on service innovation, several schools of thought have 

emerged over time which are important in order to ascertain how research can contribute to a better 

understanding of how service innovation can be successfully managed.
3
 

 

                                                 

3
 Parts of the literature review have been published in: Droege H., D. Hildebrand, and M. Heras. 2009. Innovation in 

Services: Present Findings and Future Pathways.  Journal of Service Management, 20(2), which received the 

“Highly Commented Paper Award” from Emerald (2010), as well as the “Christopher Lovelock Prize” at the 

SERVSIG Conference, Liverpool (2008). Other parts have been included in conference papers for EURAM (2009) 

& EGOS (2008 & 2009) and the Academy of Management Annual Meeting (2009) 
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In an earlier study, Coombs and Miles (2000) presented three schools of thought operating in 

service innovation research in order to illuminate the differences existing in basic assumptions 

about service innovation. As this original segmentation has also been applied by other authors (e.g. 

Drejer, 2004; DeVriess, 2006), a similar segmentation is also used here to present an updated 

account of the frequency and influence of each school of thought identified in order to reveal which 

basic assumption on innovation in services takes the lead in current research. In particular, four 

schools of thought are presented - technologist, assimilation, demarcation, and synthesis - which 

have also been described as representing different stages in the emergence of a new scientific 

paradigm from a Kuhnian perspective (Howells, 2006).  

 

Technologist Perspective  

Richard Barras’ (1986, 1990) reverse product cycle model is perceived by many as marking the 

beginning of the service innovation research stream (Miles, 2006; Tether and Howells, 2007). 

Starting with Abernathy and Utterback’s product life cycle theory (1978), Barras (1986, 1990) 

suggests a different pattern for the life cycle in services. The cycle begins with process innovations 

which subsequently lead to the development of totally new services (Linton and Walsh, 2008), as 

shown in the following exhibits.  

 

 Figure 1: The PLC in manufacturing (adopted from Linton, Walsh, 2007) 
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Figure 2: Barras’ Reverse PLC in services (Adopted from Linton, Walsh, 2007) 

 

Due to the fact that Barras relates innovation in services to gaining technological competence and 

progress in information technology in general, several authors have termed his theory a technologist 

approach (e.g. Gallouj and Weinstein, 1997; Gallouj, 1998; deVries, 2006; Sundbo et al., 2007). 

Barras’ work has frequently been criticized (e.g. Nightingdale, 2003; Dolfsma, 2004; Hipp and 

Grupp, 2005; Howells, 2006), for example concerning (1) the dominant role which technology 

plays in the innovation of services, (2) his “one-size-fits-all” assumption (Salter and Tether, 2006:  

6), without differentiating between different service types, or (3) the difficult distinction between 

the product and process parts of services. With regard to the limitations which arise when 

technology is taken as the only proxy for innovation, Gallouj (2002) argues that service innovations 

are frequently non-technological, such as a new form of insurance policy, a new restaurant format, 

or a new area of legal expertise. Critique on similar grounds has also been forthcoming for related 

studies with technology focus, such as the studies by Pavitt (1984) or Miozzo and Soete (2001) 

(Sundbo et al., 2007). 
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Assimilation 

In a similar vein, scholars following the so-called “assimilation” approach propose that the theories 

and concepts developed in manufacturing contexts can easily be transferred to innovation in 

services (Coombs and Miles, 2000; Drejer, 2004; DeVries, 2006; Nijssen et al., 2006). One example 

of these studies is the second European Innovation Survey (CIS II), conducted in 1997, which 

operated with definitions and concepts for manufactured products while asking for services 

(Howells, 2006). Other researchers within this stream, such as Sirilli and Evangelista (1998), or 

Hughes and Wood (1999), found that differences between services and manufacturing seemed to be 

smaller than within the manufacturing sector and the service sector, respectively. However, as their 

approaches focussed mainly on technological drivers for innovation in services, it has been 

described as being too limited to thoroughly describe innovation in services (Drejer, 2004). 

Akamavi (2005) further states that, due to the fact that these studies derive their analytical 

frameworks from manufacturing to analyse innovation in services, they do not take into account the 

idiosyncrasies of services. 

 

Demarcation 

Demarcation studies constitute a parallel research stream in which scholars emphasise the 

distinctive features of services which, in turn, make it difficult to transfer knowledge from 

manufacturing to services. “These differences pertain mainly to the specific characteristics of 

services, i.e. their intangibility, co-production with customers, simultaneity, heterogeneity and 

perishability (Fitzsimmons and Fitzsimmons, 2000) that affect the development process of services 

and make them to a certain degree unique”. (Nijssen et al., 2006: 242) It is interesting to note that 

some studies, such as Gallouj and Weinstein (1997), are sometimes considered to belong to the 

demarcation studies and to the synthesis approach reviewed below. Their study, however, explicitly 

discusses the blurred boundaries between services and manufacturing, and aims at creating a model 

of innovation that is valid for both products and services. Hence, it is argued that Gallouj and 

Weinstein (1997) should rather be related to the synthesis stream (reviewed below). By contrast, 

while more demarcation-oriented studies, such as Gadrey et al. (1995), DenHertog (2000) or Djellal 

and Gallouj (2001), also remark on the usefulness of their insights for product innovation in 

manufacturing, they are more focussed on revealing the idiosyncrasies of service innovation 

activities. 
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For example, Djellal and Gallouj’s study “seeks to contribute to an autonomous concept of 

innovation in services”, (Djellal and Gallouj, 2001: 58) and implements survey research to 

illuminate the importance of clients and the client interface in the innovation processes, challenges 

in protecting service innovations, and the interactive character of service innovation in contrast to 

the classic linear models of innovation. Their results have frequently been quoted to exemplify 

typical results of demarcation studies (DeVriess, 2006; Howells, 2006). Another study within the 

demarcation stream of literature is the work by DenHertog (2000). This author takes a conceptual 

perspective of service innovation by presenting a taxonomy of service innovation patterns and a 

framework to better understand what parts of services are affected by innovation. 

 

 

Synthesis 

In the synthesis stream, research has focussed more on efforts to bring together innovation in 

services and manufacturing than on studying both fields separately (Gallouj and Weinstein, 1997; 

Coombs and Miles, 2000; Nightingdale, 2003; Drejer, 2004; Howells 2006; Nijssen et al., 2006). 

This is due to the acceptance that studies on service innovation illuminate important elements (e.g. 

the importance of customer involvement, cf. Sanden et al., 2006) which up to now have been 

neglected in the study of product innovation in manufacturing (Drejer, 2004). Gallouj and 

Weinstein (1997) were among the first to propose this avenue for research. In their theory on types 

and elements of “products”, the authors do not distinguish between the product in the realm of 

services or manufacturing and explicitly offer an integrative approach to the study of innovation in 

both sectors (although their empirical examples, and also the refined version presented by DeVriess, 

2006, are still based solely on service industries). Scholars such as Bitran and Pedrosa (1998), 

Hollenstein (2003), Hipp and Grupp (2005), deVries (2006), or Froehle and Roth (2007), also apply 

this emerging trend and derive conclusions which are aimed at the two “sectors”, manufacturing 

and services.  

 

2.1.2 Differences Product vs. Service Innovation 

Different perceptions have been put forward with regard to the debate on the similarities and 

differences between new product and new service development (Hollenstein, 2003). This becomes 

especially evident when viewing how researchers motivate their studies. Blindenbach-Driessen and 

Van den Ende (2006), for example, argue that findings on new service and new product 

development differences are limited, while other authors, such as Dolfsma (2004), Stevens and 
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Dimitriadis (2004), or Alam (2006), refer to the considerable differences between product and 

service innovation activities. It was therefore considered necessary to look into the findings in this 

research field in order to arrive at more exact statements, since the findings from this field are 

crucial in order to become capable of ascertaining whether models of new product development 

(NPD) can be meaningfully applied to new service development (NSD), and vice versa. Due to 

space limitations, each individual publication in this field is not being reviewed separatedly, instead 

two tables are provided aggregating the studies identified on similarities and differences between 

service and product innovation. 

 
Author Differences: NSD vs. NPD Unit of 

Analysis 

Industry Method 

Mendonca et 

al. (2004) 

Services cannot be protected 

via patents 

- - - 

Griffin 1997 Service Innovation takes less 

time than product innovation 

Concept generation in the 

development process is more 

frequent in NSD than in NPD 

Development processes are less 

complex (easier) than in 

manufactured goods firms 

NSD reports to the marketing 

function, rather than to the 

SBU level.  

Organization Broad variety of manufacturing 

and service firms 

Survey 

Johne and 

Storey (1998) 

NSD is, conceptually, more 

complex than NPD 

Literature 

review  

- - 

Froehle et al. 

(2000) 

Cross-functional teams are not 

related to a higher development 

speed in NSD, contrary to NPD 

New service 

programs 

Health care, financial services, 

professional services, utilities, 

hotels, retail, rransportation, 

industrial services, dining/food 

services, local governments, 

information systems, media 

Survey 

DeBrentani 

(2001); Martin 

& Horne 

(1993) 

Formal NSD process is less 

important than in 

manufacturing  

Single 

services, 

organization  

De Brentani: Broad variety of 

business services; 

Martin and Horne: Consulting, 

information processing, 

retailing, financial services, 

hHospitality 

Survey 

Djellal and 

Gallouj (2001) 

Testing of innovations more 

difficult for services 

Organization Financial services, consultancy, 

operational services, hotels, 

catering, retailing 

Survey 

Henard and 

Szymanski 

(2001) 

Higher importance of market 

synergy, lower importance of 

structured formal development 

process, lower importance of 

cross-functional 

communication in NSD 

Organization Meta analysis Meta 

analysis 

of 

several 

surveys 

Hollenstein 

(2003) 

R&D levels are lower in 

services than in manufacturing 

Organization IT & R&D services, other 

business services, 

banking/insurance/financial 

services, wholesale, 

transport/telecommunications, 

retail, hotels, restaurants, real 

Survey 



Literature Review 29

estate, personal services 

Tether (2005) Manufacturers tend to source 

new technology through their 

internal R&D departments 

while, in service firms, new 

technology is more often 

sourced through customers and 

suppliers or external 

intellectual property. 

Manufacturers tend to focus on 

technological issues and R&D, 

while services are more likely 

to emphasize the skills of their 

workforce.  

Organization Broad variety of manufacturing 

and service industries 

Survey 

Hipp and 

Grupp (2005) 

Internal R&D is less important 

than in NPD, more departments 

and project teams involved in 

NSD than in NPD, service 

innovation more incremental 

than product innovation 

Organization Wholesale, retail, transport, 

banking/insurance, 

EDP/telecommunications, 

technical services, other 

business services, other 

services 

Survey 

Nijssen et al. 

(2006) 

Willingness to change existing 

routines is more important in 

NSD than in NPD, R&D 

strength is more positively 

related to developing new 

services than to developing 

new products; willingness to 

give up general organizational 

dimensions is more positively 

related to NPD than to NSD 

Organization Trade and repair, hotels and 

catering, transport, rental 

services, financial services, 

other services, construction and 

building materials, 

chemicals/rubber, glass, metal, 

machinery, electrical and 

optical goods, wood, paper, 

textiles, others 

Survey 

Table 1: Identified Similarities/Differences in NSD vs. NPD 

 

 

 Similarities: NSD vs. NPD Unit of 

Analysis 

Industry Method 

DeBrentani 

(1989) 

How to measure success, 

importance of market 

orientation, a formal new 

service development process, 

project synergy, superior 

service offering 

 

Individual 

services 

Financial services, management 

services (accounting, 

consultancy, …), transportation 

and communications 

Survey 

Martin and 

Horne (1993) 

Customer involvement 

similarly important and present 

as in NPD 

Organization Consulting,  

information processing, 

retailing,  

financial services, hospitality 

Survey 

DeBrentani 

and Ragot 

(1996) 

Formal development process  Individual 

development 

projects 

Computer and systems 

consultants,  

marketing and advertising, 

management consulting, 

accounting 

Survey 

Griffin (1997) Strategies are important to both 

innovation in manufacturing 

and service innovation, leaders 

in development projects are 

generally project managers, 

multi-functional teams are 

important to both NPD and 

Organization Broad variety of manufacturing 

and service firms 

Survey 
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NSD, finding appropriate 

rewards is similarly difficult in 

NSD and NPD 

Froehle et al. 

(2000) 

Cross-functional team 

structures and effectiveness of 

development efforts, 

formalized development 

processes, IT-enabled 

development process 

New service 

programs 

Health care, financial services, 

professional services, utilities, 

hotels, retail, transportation, 

industrial services, dining/food 

services, local government, 

information systems, media 

Survey 

Meyer and 

DeTore (2001) 

Platform-based product 

development strategies are also 

applicable to services 

New service 

programs 

Re-insurance (insurance for 

insurance companies) 

Case 

study 

Hollenstein 

(2003) 

Level of human resources 

equally high, similar use of IT 

Organization IT & R&D services, other 

business services, 

banking/insurance/financial 

services, wholesale, 

transport/telecommunications, 

retail, hotels, restaurants, real 

estate, (personnel services 

Survey 

Tether (2005) Innovation patterns exist which 

are more often found in 

services than in manufacturing 

(and vice versa), but these 

patterns are not unique to 

services or manufacturing, 

respectively 

Organization Broad variety of manufacturing 

and service industries 

Survey 

Nijssen et al. 

(2006) 

Incremental product and 

service innovation do not 

require process innovation; 

both new products and new 

services may or may not affect 

current sales 

Organization Trade and repair, hotels and 

catering, transport, rental 

services, financial services, 

other services, construction and 

building materials, 

chemicals/rubber, glass, metal, 

machinery, electrical and 

optical goods, wood, paper, 

textile, o thers 

Survey 

Table 2: Identified Similarities/Differences in NSD vs. NPD (continued) 

 

After comparing the findings of the similarities and differences sections with each other, several 

contradictory or inconsistent findings were identified which are to be briefly discussed. Firstly, 

several authors found that a formal NSD process was considered to be less important to new service 

development than to NPD (DeBrentani, 2001; Henard and Szymanski, 2001; Van der Aa and 

Elfring, 2002). However, some authors also found that formal development processes are important, 

and actually similarly important to the role that the formal development process plays in NPD 

(DeBrentani, 1989; DeBrentani and Ragot, 1996; Froehle et al., 2000). The findings concerning the 

role cross-functional team involvement plays in NSD versus NPD have likewise not yet been 

consistently determined (Froehle et al., 2000; Henard and Szymanski, 2001). Finally, studies 

frequently find that R&D is not as much present in NSD as it is in NPD in manufacturing (e.g. 

Tether, 2005). However, Nijssen et al. (2006) found that R&D is more positively related to 

innovation success in services than it is in manufacturing. Thus, research in this field has identified 
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both similarities and differences between the two activities, though some findings contradict each 

other, which opens up further scope for future empirical studies. 

 

2.1.3 Types of Innovation: Service Innovation Frameworks 

A broad variety of concepts was identified during the literature search which typify service 

innovation and NSD. Unlike innovation in manufacturing, in services it has been difficult to 

distinguish reliably between the well-known dichotomy of “product/process” innovations (e.g. 

Haukness, 1998; Djellal and Gallouj, 2001; Gallouj, 2002; Van der Aa and Elfring, 2002; Tether, 

2005; Sundbo et al., 2007), although some contrary evidence also exists (Sirilli and Evangelista, 

1998; Damanpour and Gopalakrishnan, 2001). As shown in Table I, a broad variety of different 

terms and concepts has been applied in service innovation research to describe where innovation 

happens in services, termed innovation dimensions here.  

 

 
Author Service Innovation Dimensions  Industry Type of Study 

Gadrey et al. (1995) Innovation in service products 

architectural innovations 

modifications of existing services 

innovations in processes and 

organizations for existing services 

Consultancy, insurance, 

electronic information 

services 

Interview study 

Gallouj and 

Weinstein (1997) 

Service outcome characteristics 

Service provider competencies 

Service provider technology 

Client competencies 

- Conceptual 

Sirilli and 

Evangelista (1998) 

Product innovation 

Process innovation 

 

Trade and repair, 

wholesale, retail, hotels 

and restaurants, 

transportation, travel, post 

and telecommunications, 

banking, insurance, 

computing and software, 

R&D, accounting, 

technical consultancy, 

advertising, cleaning, 

security, waste disposal, 

others 

Survey 

Den Hertog (2000) Conceptual innovation  

Client interface innovation 

Service delivery innovation / 

Organizational innovation 

Technological options 

- Conceptual 

Van der Aa and 

Elfring (2002) 

Technological innovation 

Organisational innovation 

Teleshopping, hairstyling, 

car rentals, home 

furnishings, exploitation 

bus shelters, catering, 

professional cleaning, 

pharmaceutical 

wholesaling, engineering, 

Case study 
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logistics services 

Sundbo (2003) Product innovation 

Process innovation 

Organizational innovation 

Market innovation 

Insurance companies, 

banks, payment and credit 

card companies, chains of 

lawyers, engineering 

consultancy, cleaning and 

manual services company, 

municipal  

Case study 

Drejer (2004) External relationship innovation  

Expertise-field innovation 

- Conceptual 

Dolfsma (2004) Ad-Hoc innovation 

Organizational innovation 

- Conceptual 

Djellal and Gallouj 

(2005) 

Constituent services 

Mediums or targets of service provision 

Service characteristics or utilities 

Achieved or sought: 

Competencies of the service providers. 

Hospitals Conceptual 

DeVries (2006) Service outcome characteristics 

Service provider competencies 

Service provider technology 

Client competencies 

Client technology 

Insurance, social security 

administration agencies, 

information technology 

service providers, 

providers of public and in-

company educational 

services, telecom 

Case study 

Sundbo et al. (2007) Product innovation 

Process innovation 

Market innovation 

Organizational innovation 

Technological innovation 

Widened services 

 

Hotels, restaurants, travel 

agencies, attractions, 

transport, etc.. 

Surveys, 

qualitative 

interviews 

Table 3: Variety in Innovation Research in Service Innovation Literature 

Possibly motivated by this broad variety of different conceptualisations of service innovation, some 

researchers have started to synthesise innovation in services into distinct frameworks in order to 

facilitate the analysis of innovations at the organization level. Due to the fact that different 

frameworks coexist (Gallouj and Weinstein, 1997; DenHertog, 2000), these are to be presented in 

the following paragraphs. 

 

The theory of innovation in services developed by Gallouj and Weinstein (1997) has been widely 

discussed in service innovation literature (e.g. Drejer, 2004; Windahl et al., 2004; DeVries, 2006; 

Tether and Howells, 2007). Their model constitutes an early attempt to bring together research on 

product innovation and service innovation which contributes to the “synthesising” stream of service 

innovation literature. According to the authors, service innovation can be found in one or several of 

the following elements: Service Provider Competencies (new knowledge, new skills), Service 

Provider Technology (new IT systems, new machines, new procedures), and Client Competencies 

(e.g. customer provides information on stock-level to supplier) which altogether influence the 
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output characteristics of a new service. The following exhibit exemplifies this conceptualization of 

a service:  

 

Provider 

Competencies

Outcome 

Characteristics

 Provider 

Technology

Client 

Competencies

 

Exhibit 3: Service components (Gallouj & Weinstein, 1997) 

 

Furthermore, Gallouj and Weinstein (1997) introduce six types of innovation which can take place 

in some or all parts of the service, namely radical innovations, incremental innovations, 

improvement innovations, combinatory (architectural) innovations, formalization innovations, and 

ad-hoc innovations (Gallouj and Weinstein, 1997; DeVries, 2006). While many of these types are 

quite frequently used in innovation literature, ad-hoc innovations constitute a novel concept. “Ad-

hoc innovations are defined as the interactive (social) construction of a solution to a particular 

problem put forward by a client”, (de Vries 2006: 1039). This type of innovation in services is 

easily omitted in empirical studies, as ad-hoc innovations are hardly ever repeated and formalized 

into the standard service offering of an organization. However, especially this mode of innovation 

has subsequently been criticized by scholars such as Drejer (2004), who argued that, due to the non-

repeatability of ad-hoc innovations, this is not an innovation in a Schumpeterian sense (Drejer, 

2004). However, this view has also been challenged recently, as DeVries (2006) conceptually 

broadened Gallouj and Weinstein’s original model and tested it in the course of a number of case 
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studies. He concludes, referring to Drejer (2004), that ad-hoc innovation can in fact be regarded as a 

valid type of innovation (DeVries, 2006). The following exhibits exemplify these possible types of 

innovation in services. 

 

 

Exhibit 4: Types of Service Innovations (concepts based on Gallouj & Weinstein, 1997) 

 

Related to the seminal framework developed by Gallouj and Weinstein (1997), Djellal and Gallouj 

(2005) elaborate on an adjusted version for innovation in hospital services. The authors propose 

four variables which help to locate innovations in hospital services. First, they conceptualise the 

hospital’s output as an aggregate of the sum of constituent services a hospital offers (e.g. catering, 

administrative services, medical services, shops, recreation, etc.); hence innovation can take place 

in each individual constituent service. In more detail, each of these individual services is again a 

representation of a combination of the variables service provider competencies (of individuals or 

small groups, i.e. education, experience, etc.), service mediums/operations (i.e. material operations, 

informational operations, methodological operations, contractual/relational operations), and the 

basic service characteristics or use values of the constituent service (the value which the constituent 

service provides, such as cleanliness in the case of a constituent service like “cleaning”). In 
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comparison with the original model by Gallouj and Weinstein (1997), the framework described here 

only partially resembles the original framework, at most as regards service provider competencies 

or the concept of the constituent service. In the types of innovations too, Djellal and Gallouj (2005) 

again partially depart from the initial model (Gallouj and Weinstein, 1997) and instead propose that 

service innovation in hospitals may be organized as extensive (adding characteristics to the 

constituent service), regressive (purifying the constituent service), intensive (intensifying specific 

characteristics of the constituent service) and finally combinatory (i.e. architectural innovation, 

introducing a new constellation of existing service characteristics such as a new “service package”). 

 

Finally, another approach to bringing some order to the study of service innovation is the “four-

dimensional model of service innovation”, developed by DenHertog (2000). DenHertog motivates 

his approach by arguing that, in services, rather than just changing some details of the final service 

offering, most of the time it is necessary to engage in many changes within the various parts of the 

service and its organization in order to innovate in services. This is due to the close interaction of 

delivery processes and the actual service-offering activities. Thus, DenHertog (2000) proposes 

mapping innovation in services according to a multidimensional model which takes into account the 

interrelated nature of innovation in services. He proposes considering four dimensions when 

analysing innovation, namely the New Service Concept Dimension, New Client Interface 

Dimension, New Service Delivery System Dimension, and Technological Options Dimension. This 

conceptualization is shown in the subsequent exhibit. 
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Exhibit 5: A Four Dimensional Model of Service Innovation (DenHertog, 2000, p. 4) 

 

Overall, the studies briefly presented here all start, to a certain extent, at the basic difficulty to apply 

the classic product/process dichotomy. Indeed, most of the studies in the service innovation arena 

take a similar viewpoint and argue in favour of an alternative framework. The arguments involved 

in this research field relate to the notion that a sharp delineation between the product and the 

process parts of a service is hardly possible (Uchupalanan, 2000; Nightingdale, 2003; Miles, 2008), 

due to the fact that (1) the service is not an artefact, but a process which develops over time 

(Gallouj, 2002); that (2) the product/process dichotomy is rather simplistic (Gallouj and Weinstein, 

1997); (3) that innovations in the product/service often require changes in the process and vice 

versa (Gallouj, 1998), or (4) that product and process innovations are considerably intertwined and 

occur together (Uchupalanan, 2000), among others.  

 

2.1.4 Performance Assessment of Service Innovation 

Besides the debate in the constituting elements of a service, and the subsequent discussion on the 

“types” of innovation in services, the assessment of the performance of service innovation projects 

is also crucial to the study of service innovation. Various measures for innovation have been 
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identified in innovation literature. In a thorough literature review on the performance measurement 

approaches for product and service innovation, Adams et al. (2006) identified several dimensions 

how innovation management can be evaluated. These authors found an over-reliance on financial 

measures, which was also identified much earlier in the empirical study by DeBrentani (1989). She 

identified that “industrial service companies primarily emphasize financial gauges for measuring 

new service success.” (DeBrentani, 1989: 246) Amongst the most prominently listed were, the 

market share gained by the new service, the overall profitability of the service, and the superiority 

of the new service to competitors’ offerings. Yet, in addition to these market performance indicators 

of innovation success, more development specific evaluations have emerged as well. Adams et al. 

(2006) also identified that project efficiency constituted a frequently applied indicator for the 

success or failure of new services. Indeed, as Griffin (1997) already mentioned, first mover 

advantages of service developers are diminishing because of the shorter lifecycles of new 

products/services, and due to increasing amounts of direct competitors and rapidly changing  

environments. Driven by this increased pace of market changes, rapid development becomes an 

important lever for service firms in order to benefit from their innovations (Griffin, 1997). In 

addition, previous research has identified that the speed of development, measured in “time against 

schedule”, positively influenced the overall quality of the innovation as well as customer 

satisfaction (Adams et al., 2006).  

 

Hence, besides the assessment of types of service innovations, the performance evaluation of new 

services is also crucial in innovation research. Yet, while market performance indicators are the 

most prevalent in research, project specific performance measures are also helpful in order to 

ascertain service innovation success.  

 

2.1.5 Radical and Incremental Service Innovation 

In service innovation literature, the study of success factors directly related to specific degrees of 

radicalness has only emerged in recent years. Several scholars (Avlonitis et al., 2001; DeBrentani, 

2001; Menor et al., 2002) argue that this subgroup of innovation studies has not yet progressed as 

much as the more general accounts on innovation success factors in services did. In principle, 

studies demarcate incremental new service development from radical new service development 

through analyzing whether the constituting elements of the new service are totally new to the firm 

or not, and whether the service is totally new to the market/clients or not (DeBrentani, 2001). This 

demarcation of incremental and radical innovation is also applied in this study.  
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Avlonitis et al. (2001) investigated whether different degrees of innovativeness call for different 

new service development activities by studying NSD process activities, NSD process formality, and 

cross-functional involvement as independent variables. The authors identified a continuum of six 

degrees of innovativeness, namely “new to the market services”, “new to the company services”, 

“new delivery processes”, “service modifications”, “service line extensions”, and “service 

repositioning”. The study revealed that not all degrees of innovativeness are equally related to a 

high degree of performance. In fact, Avlonitis et al. (2001) showed that, with regard to financial 

performance, an inverted U-shaped relationship exists between degree of innovativeness and 

financial performance. Very high and very low degrees of innovativeness are both relatively less 

positively related to success, whereas moderately innovative services are more strongly related to 

high financial performance. Interestingly, with regard to the success factors, they presented 

evidence that radically new and incremental innovations do not always require totally different 

antecedents. In fact, both new to the market services (radical innovations) and service line 

extensions (incremental innovations) showed great similarities in their related success factors.  

 

DeBrentani (2001) also investigated whether different antecedents are necessary in order to excel 

either at radical or at incremental innovations. Her results show that a number of factors exist which 

impact differently on the various degrees of innovativeness. Among others, an innovation-

encouraging organization culture has been found to be more significantly related to radical 

innovations than to incremental innovations. However, factors such as an implemented NSD 

process, or basing the development of new services on detailed knowledge of operating systems, 

problems and customer needs have been identified, among other things, as being crucial to both 

incremental and radical innovations. In sum, excelling at incremental innovations and radical 

innovations has been found to require basically the same success factors, but in several cases in 

substantially different degrees of presence and intensity.  

 

In another study, Oke (2007) also investigates, inter alia, what kind of differences exist with regard 

to necessary antecedents for either incremental or radical innovations in a variety of industries, such 

as finance, telecommunications, transport, and retail. The study involves testing five independent 

variables, namely innovation strategy, human resource management, creativity and ideas 

management, selection and portfolio management, and implementation. Oke (2007) shows that 

these five success factors are only significantly related to radical innovations, while none of these 

factors - with the exception of creativity and ideas management for “me-too products” - is 
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significantly related to incremental innovations. Oke (2007) argues that the insignificance of the 

antecedents for incremental innovations might be due to the fact that organizations do not regard 

incremental innovations as real innovations, and thus only treat them as an operational activity 

which does not have to be managed according to rigorous new service development (Oke, 2007).  

 

Finally, Leiponen (2005) conducted a study investigating the impact of different knowledge 

creation strategies on the innovativeness of professional services. She studied the factors internal 

cooperation, vertical and horizontal information, technology adoption, incremental learning, and 

scientific knowledge, and related them to improvements and innovations. According to her findings, 

some factors have a different influence on either improvements or innovations. The factor vertical 

and horizontal information is highly important to innovation, whereas the factor internal 

cooperation is very important in the case of improvements, while vertical and horizontal 

information is an important factor here as well, but only low in significance. The other factors, 

namely, technology adoption, incremental learning, and scientific knowledge are not significantly 

related to either one of the dependent variables (improvement or innovation).  

 

At the same time, the approaches to differentiate between different degrees of newness of service 

innovation differ considerably. While some researchers rely on single-respondent survey items, 

based on “dummy variables” (0 or 1), in order to assess whether innovation or improvements have 

been developed (e.g. Leiponen, 2005), others include more fine-grained assessments (DeBrentani, 

2001; Oke, 2007) which take into consideration the degree of newness in the technical 

characteristics, in customer-interaction, as well as changes in the firm’s competences for becoming 

capable of selling the new services (Avlonitis et al, 2001; Gallouj & Weinstein, 1997). With these 

more detailed approaches to assessing innovativeness, more reliable evaluations of radical and 

incremental innovation have been possible.  

 

While most of these detailed studies on innovativeness do not offer much conceptual rationale for 

including different dimensions in the assessment of innovativeness, Gallouj & Weinstein (1997) go 

step-by-step through each service dimension in which change can happen and describe examples of 

typical changes in different industries. Based on these different ways of assessing service 

innovations, the latter study can certainly be considered the most detailed approach to evaluating 

innovativeness (Droege et al, 2009). Interestingly, by characterizing a service as emerging fromthe 

three dimensions “provider competences”, “client competences”, and “technological 

characteristics”, the authors include evaluations of the newness of the service to the organization by 
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assessing change in technology and provider competences, and, in addition, newness to the market, 

via assessing the degree of change in the way customers have to use and interact in relation to the 

new service.  

 

Hence, the model by Gallouj & Weinstein (1997) comprises the dominant approach in innovation 

research to include both technological and market perspectives in innovation evaluation. “In recent 

studies, researchers addressing the issue of “really new” versus incremental new products usually 

view innovativeness in terms of both of these dimensions of newness; that is, newness of the 

technology and the product’s degree of familiarity or uniqueness in the marketplace … This is 

because, in studies of new product success factors, it is a well-accepted paradigm that both the 

technological and the market perspective must be taken into account.” (DeBrentani, 2001: 170)  

 

2.1.1 Service Innovation Processes 

The study of the innovation process in services has attracted a number of contributions both 

theoretically and empirically grounded. Besides the prominent process model developed by Cooper 

(1993), in services research additional process models coexist, e.g. by Donnelley, Berry and 

Thompson (1985), Johnson, Scheuing and Gaida (1986), as well as more recent models developed 

by Alam and Perry (2002) or Froehle and Roth (2007). Although Cooper’s (1993) model was not 

designed to fit particularly service development contexts, it is being used as a reference point in 

many publications dealing with services innovation (cf. Alam & Perry, 2002). His initial model, 

which was modified in later years, shows a five-fold process. It starts with the scoping for new 

business opportunities and after this initial venturing, a business case is being drafted which results 

in the development and subsequently the testing and launching of the new product / service. 

Thereby each phase is followed by an evaluation stage in which the potential of the possible new 

product is being scrutinized and either is being passed to the next stage, or is being terminated. The 

following exhibit shows Cooper’s (1993) initial process model for product innovation. 
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Exhibit 6: Innovation Process by Cooper, 1993 

 

In addition to this basic reference point for innovation process designs, Alam and Perry (2002) 

review the literature on different existing service innovation processes and identify in their analysis 

of the innovation processes of 12 service organizations an innovation process of ten stages. For 

large organizations the authors find that the stages were conducted strictly sequentially while for 

small organizations they find that some process phases were conducted in parallel. However, the 

authors argue that such partial parallelism of stages could be worthwhile not only for smaller 

service organizations. This parallel development process starts with parallel strategic planning and 

idea generation, which is followed by parallel idea screening and business analysis. After these four 

stages cross functional teams are being formed and subsequently the service and process system 

design is being developed. While these two phases are being conducted in a sequential manner, the 

following stages of personnel training and pilot testing are again conducted in parallel to each other. 

Finally test marketing is being conducted which is succeeded by commercialization of the newly 

developed service. With these paralleling of certain phases of the innovation process speed of 

development could be increased (Alam & Perry, 2002). Yet, while these authors identify two 

process models, one linear and another with partial parallel phases, they do not distinguish between 

incremental and radical innovation projects. Due to this it remains open to debate whether the small 

firms, in which they identified the more dynamic process, were more prone to develop radical 

innovation and whether the large firms, which conducted a rather strict linear process, were more 

prone to develop incremental innovations. Particularly the tendency of large firms to innovate rather 

incrementally and the tendency of small firms to be capable of innovating radically has been 

pointed out in literature, several times (cf. Christensen, 2000; Tushman & O’Reilly, 1997) Yet, due 

to the fact that these authors conducted their research at the “innovation programme” level, no 

analysis of the degree of newness and the potential differences in the innovation process design was 

identified. The following exhibit visualizes the partial parallel innovation process presented in their 

study. 
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Exhibit 7: Innovation Process by Alam & Perry (2002) 

 

Finally, Froehle and Roth (2007) present a generic development process, suggesting a design, 

analysis, development and launch stage which again was based on Johnson et al’s (2000) original 

process model. Accordingly, the design phase comprises, according to the authors, the identification 

and evaluation of new ideas and the definition of objectives for potential new services. In this 

phase, already early and informal customer feedback may become sourced (Froehle & Roth, 2007). 

In the analysis phase, more detailed analysis in terms of potential profitability, marketability and the 

fit of the new idea with the existing service portfolio is being assessed. In the development phase, 

the idea is being operationalized by means of designing and implementing the needed service 

procedures and infrastructure. Also market testing and prototyping are typical activities in the 

development phase, besides staff training and hiring. Finally, the launch stage comprises 

promotions and other market-launch related marketing activities. (Froehle & Roth, 2007). Further in 

addition to proposing these four phases, the authors stress potential feed-forward and feedback 

iterations and present the process as a loop rather than a successive, linear routine.  
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Exhibit 8: Innovation Process Froehle & Roth, 2007 

 

Particularly this dynamic perspective on the innovation process mirrors recent conceptualizations of 

innovation as related to things such as play, experimentation (March, 1991), or even chaos (Van de 

Ven et al., 2008). Particularly Van de Ven et al. (2008) propose on the basis of extensive qualitative 

research that innovation processes only rarely follow linear patterns, but rather can be considered as 

a cycling activity which switches constantly between divergent behaviour and convergent 

behaviour. Divergent behaviour, according to the authors, comprises aspects such as discovery, 

inspiration, and exploration, among others. Convergent behaviour, in turn, is characterized by 

aspects such as exploitation, testing, commercialization of ideas, etc. Hence, Van de Ven et al. 

(2008) present an innovation cycle, instead of a linear process which resembles to large degrees the 

basic idea of exploration and exploitation by March (1991).  

 

Hence, when reviewing the different process models existing in literature then it crystallizes that 

perspectives have developed from a linear, successive model to a more and more dynamic and 

iterative model (cf. also Alam & Perry, 2002). Reasons for this may be rooted in observations that 

firms’ technological and market environments are changing in unpredictable ways (Tushman & 
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O’Reilly, 1996). Due to this increased dynamism, innovation processes may have changed, too. 

Thereby in research still a debate exists, as to how the process follows a formal structure or whether 

the innovation process would be better less formalized in order to achieve high levels of success 

(Alam & Perry, 2002). Further, existing research has not yet delved in depth into the differences 

between the innovation processes in radical and incremental service innovation. Here particularly 

the dynamics within each process, i.e. parallelism of stages and iterations of the whole process, has 

– to my knowledge - not yet been studied in depth in the service research domain.  

2.2 External Learning 

2.2.1 Overview on Learning Perspectives in Innovation Research 

Although learning perspectives in service innovation research belong to the least studied 

perspectives on innovation (Droege et al., 2009; Sundbo, 2000), in wider literature, several scholars 

have started to argue that learning and innovation cannot be separated in a useful manner (Spender 

and Grinyer, 1996). Following this argument, researchers have started to approach innovation 

phenomena from a learning perspective. This is due to the fact that innovation is sometimes 

perceived as a learning process in its own right. Lam (2006), for example, argues: “Innovation can 

be understood as a process of learning and knowledge creation through which new problems are 

defined and new knowledge is developed to solve them.” (Lam, 2006: 124).  

 

Organizational learning can be defined as “the capability of organizations to create, disseminate, 

and act upon generated knowledge.” (Auh and Menguc, 2005: 1652) In this vein, researchers have 

investigated this process or capability using different learning types, such as generative vs. adaptive 

learning (Senge, 1990), or double loop vs. single loop learning (Argyris and Schon, 1978). These 

different operationalizations of learning can, however, be grouped into two kinds of learning, 

namely one that is related to framework-breaking and revolutionary change, while the other is more 

concerned with step-by-step enhancement which takes advantage of repetition and routine, and thus 

of experience. When trying to compare the concepts of single/double loop learning or 

generative/adaptive learning to one of these groups, it becomes evident that double loop and 

generative learning respond well to a more exploratory type of learning and single-loop and 

adaptive learning obviously fit well to an exploitative learning type (Auh and Menguc, 2005). 

Correspondingly, research on organizational learning can be summarized as being concerned with 

two general learning modes, namely exploitation and exploration (Auh and Menguc, 2005). In 

recent innovation literature, especially these concepts of exploration and exploitation have become 
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related to radical and incremental innovation. According to Jansen et al. (2006): “Exploratory 

innovations are radical innovations and are designed to meet the needs of emerging customers or 

markets … Conversely, exploitative innovations are incremental innovations and are designed to 

meet the needs of existing customers or markets”. (Jansen et al., 2006: 1662) 

 

March (1991) notes that the “essence of exploitation is the refinement and extension of existing 

competences, technologies, and paradigms. Its returns are positive, proximate, and predictable. 

Exploitative learning is variance-decreasing and efficiency-oriented and includes things such as 

refinement, choice, production, efficiency selection, implementation.” (March, 1991:71) The 

essence of exploration is the experimentation with new alternatives. Its returns are uncertain, 

distant, and often negative.” (March, 1991: 85) It involves “things captured by terms such as search, 

variation, risk taking, experimenting, play, discovery.” (March, 1991:71) He follows on arguing that 

thus “the distance in time and space between the locus of learning and the locus of the realization of 

returns is generally greater in the case of exploration than in the case of exploitation, as is the 

uncertainty.” (March, 1991: 85) These two important foundations of organizational learning 

research are shown in the next exhibit. 

 

 

Exhibit 9: Elements of Organizational Learning by March, 1991 
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However, notwithstanding these trade-offs, both learning mechanisms are crucial for an 

organization to survive in the long term
4
 (e.g. Levinthal and March, 1993, He and Wong, 2004). On 

the one hand, exploitation supports the refinement of existing products, thus supporting the 

incremental improvement of existing products, which are crucial in order for a firm to achieve short 

term success (Atuahene-Gima, 2005). On the other hand, exploration supports the creative problem 

solving processes in organizations and thus nurtures the development of radically new products 

(Bierly and Daly, 2007). Finally, the joint presence of exploration and exploitation has been shown 

to even further increase the single benefits of exploitation and exploration (Tushman and O`Reilly, 

1996; O’Reilly and Tushman, 2007; Sheremata, 2000; He and Wong, 2004). Subsequently, 

organizations which succeed in achieving a balance of exploratory and exploitative learning in 

order to develop both incremental and radical innovations have been termed “ambidextrous” 

organizations or ambidexterity (Tushman and O’Reilly, 1996; Sheremata, 2000).  

 

At the same time, the judgment as to whether exploratory or exploitative learning has occurred 

depends greatly on the situation of the studied organization, as an exploitative innovation for one 

organization could have been an exploratory innovation for another firm due to different 

capabilities or competences one organization has access to. (He and Wong, 2004: 485) Knott (2002) 

also argues that what is exploratory for one part within an organization might be exploitative for 

another, meaning that both have to be defined according to the specific context they have been 

found in (Knott, 2002).  

 

Another operationalization of the learning perspective constitutes the so-called 4I Organizational 

Learning Model by Crossan et al. (1999) which incorporates previous work by Senge, (1990), 

Nonaka and Takeuchi (1995), March (1991), Daft and Weick (1984) and others and has already 

been tested in a strategic renewal change project (Crossan & Berdrow, 2003). This framework links 

learning at different organizational levels, i.e. the individual, group, and organization levels. Four 

distinct phases of learning take place, dispersed over these different loci, namely intuiting, 

interpreting, integrating, and institutionalizing. Intuiting and interpreting occur at the individual 

level, while interpreting and integrating occur at the group level and, finally, institutionalization 

takes place at the organizational level.  

                                                 

4
 This view of the importance of both exploration and exploitation is also applied in this work, although some claims 

exist that this is not the case. Atuahene-Gima (2005) analyzed the relationship between exploration/exploitation and 

innovation performance and found that either low exploitation and high exploration or high exploitation and low 

exploration have to be in place in order to be successful at developing radical innovations. 
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According to Crossan et al. (1999) these learning steps are defined as follows: “Intuiting is the 

preconscious recognition of the pattern and/or possibilities inherent in a personal stream of 

experience. This process can affect the intuitive individual’s behaviour, but it only affects others as 

they attempt to (inter)act with that individual. Interpreting is the explaining of an insight, or idea to 

one’s self and to others. This process goes from the preverbal to the verbal and requires the 

development of language. Integrating is the process of developing shared understanding amongst 

individuals and the taking of coordinated action through mutual adjustment. Dialogue and joint 

action are crucial to the development of shared understanding. This process will initially be ad hoc 

and informal, but if the coordinated action taking is recurring and significant, it will be 

institutionalized. Institutionalizing is the process of ensuring that routinized actions occur. Tasks are 

defined, actions specified and organizational mechanisms put in place to ensure that certain actions 

occur. Institutionalizing is the process of embedding learning that has occurred by individuals and 

groups into the institutions of the organization including systems, structures, procedures, and 

strategy.” (Crossan et al., 1999: 525)  

 

This model also comprises a dynamic view of organizational learning, as it not only considers 

learning at different levels and in different forms. In addition, it explicitly draws attention to the fact 

that exploration of new knowledge and the exploitation of existing knowledge interact within one 

process of innovation. Crossan et al. (1999) call this feed-forward (exploration) and feedback 

(exploitation). Although it originally aimed at explaining learning patterns in the process of 

strategic renewal, Stevens and Dimitriadis (2004) showed that it can also explain the learning 

patterns occurring in an innovation process. The following figure outlines the main elements of this 

learning framework. 
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Exhibit 10: Organizational Learning Framework (Crossan et al. 1999) 

 

2.2.2 External Learning concept 

The above approaches to studying innovation from a learning perspective have, however, focussed 

mostly on how to learn internally. For example, Crossan et al. (1999) propose “intuiting” as the first 

step of their organizational learning process, which implies that individual organization members 

initiate the organizational learning process. In a similar vein in the field of exploration and 

exploitation, dominant perceptions can be found in the fact that it is assumed that simultaneous 

exploratory and exploitative learning is best achieved by structurally or timely separating these 

activities from each other within the same organization (Adler et al., 1999). The opportunity of 

sourcing exploratory learning from the outside via outsourcing, or contracting is, however, not 

taken as an alternative pathway (e.g. Tushman & O’Reilly, 1996). Organisations can expand their 

focus towards different learning sources, i.e. through a combination of internal and external learning 

(Bierly & Chakrabarti, 1996). Internal learning takes advantage of the internal knowledge base 

while external learning is focussed on internalising externally sourced knowledge.  

 

At the same time, external learning can differ in its intensity and scope, depending on the efficiency 

orientation of the focal firm (Sobrero & Roberts, 2001). According to these authors, higher returns 
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from external learning come at the cost of efficiency in the relationship between external learning 

taking place between two organizations. Whereas the relationship can be clearly organised and 

controlled for low external learning outcomes, greater learning resulting from external learning 

collaborations also demands more freedom and self-responsiveness granted to the partner, thereby 

reducing opportunities to define boundaries and limitations of the work the external partner is 

performing. This autonomy may, in some cases, hamper the smooth integration of this externally 

developed knowledge into the knowledge base of the focal firm (Sobrero & Roberts, 2001). Based 

on this continuum of learning intensity, Sobrero and Roberts (2001) identify four types of inter-

organizational learning, i.e. traditional, integrated, advanced, and black box, with traditional 

referring to the least freedom granted to partner firms, and black box referring to the highest extent 

of freedom permitted. 

 

The above described intensity of collaboration can be extended according to Bapuchi and Crossan’s 

(2004) segmentation of external learning into inter-organizational learning, congenital learning, and 

vicarious learning. While the above reasoning by Sobrero and Roberts (2001) concerned inter-

organizational learning, an organization learns congenitally if it internalises knowledge remaining at 

the industry level in which the focal firm is positioned. Vicarious learning, in contrast, is focussed 

on learning from direct competitors rather than the experience of the whole industry. Both 

congenital and vicarious learning have been found to be negatively related to firms’ failure 

(Bapuchi & Crossan, 2004). 

 

Besides the above reviewed studies, in the recent past a rise of “open innovation” literature could 

also be observed. Initiated by Chesbrough (2006), this approach incorporates research from 

organizational learning, strategy, innovation, alliances, and others, and proposes a general 

framework for innovation. The concept can be subdivided into two main pillars. First, innovating 

firms may benefit from acquiring external information via collaborations, license purchases, or 

communities for innovation, among others. On the other hand, open innovation favors the 

externalization of internally held knowledge and ideas. While the former pillar of this stream of 

literature is closely linked to the external learning literature, the latter dimension constitutes a 

distinct element, as it directs attention in the opposite direction. Examples of such “inside-out” 

processes are, for example, the licensing-out of internally developed patents or product concepts 

which would not be further considered for exploitation by the proprietary firm. Via this trading of 

internal ideas, additional value stream may be created in the market (Chesbrough, 2006). Yet, for 

such externalization of ideas, strong intellectual property rights need to be in place as only with 
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such appropriation mechanisms can innovating firms become capable of trading their ideas in a 

market place without being threatened by potential competitor imitation or free riding (Chesbrough, 

2006).  

Much attention in this stream of literature has, hence, been focussed on issues related to intellectual 

property rights and innovation (cf. Simcoe, 2006; West, 2006; Graham et al., 2006). From this 

raised attention, first results (Laursen & Salter, 2005) support a positive and significant relationship 

between open innovation and strength of intellectual property rights. “Open Innovation attitudes are 

strongest in industries with high appropriability (such as pharmaceuticals) and weakest in industries 

with low appropriability (such as textiles).” (West, 2006: 130) Hence, West (2006) acknowledges 

the importance of intellectual property rights for open innovation, but at the same time calls for 

more research into this neglected area of research, which may allow for novel insights, particularly 

in a service context characterized by low degrees of intellectual property rights.  

 

Besides the above described perspectives on external learning and innovation, related studies have 

identified that external knowledge may not be accessible unless firms establish an internal capacity 

in order to understand what goes on outside the firm (Santoro, Bierly & Gopalakrishnan, 2007). 

This “absorptive capacity” was first introduced by Cohen and Levinthal (1989) and they defined 

this capacity as “the firm’s ability to identify, assimilate and exploit knowledge from the 

environment” (Cohen & Levinthal, 1989: 569-70). Subsequently, scholars have revised the original 

concept of Cohen and Levinthal, highlighting additional elements which impact on a firm’s 

absorptive capacity (Lane, Salk, & Lyles, 2001; Lane & Lubatkin, 1998; Todorova & Durisin, 

2007). 

 

2.2.3 Absorptive Capacity (ACAP) 

2.2.3.1 The Process of Absorptive Capacity 

After having reviewed these different approaches towards learning perspectives in innovation 

research, the concept of absorptive capacity is to be presented. Absorptive capacity integrates the 

above presented learning perspectives of previous research, e.g. the process perspective of Crossan 

et al. (1999), or the exploration and exploitation distinction (March, 1991). In addition, absorptive 
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capacity research builds the foundation for many aspects comprised in the recently emerged open 

innovation movement (Chesbrough & Vanhaverbeke, 2010)
5
. 

 

The first definition of ACAP by Cohen & Levinthal (1990) as being activities of a firm “to 

recognise the value of new, external information, assimilate it, and apply it to commercial ends” 

(Cohen & Levinthal, 1990: 128), has given rise to some debate. Zahra and George (2002) revised 

Cohen and Levinthal’s (1990) original concept and introduced the concepts of potential and realised 

absorptive capacity to the ACAP literature. While the former comprises the activities of acquisition 

and assimilation, the latter includes the transformation and exploitation of external knowledge. In a 

subsequent empirical study, Jansen, Van den Bosch & Volberda (2005) empirically verified these 

two components in their study on the impact of combinative capabilities on potential and realized 

ACAP. 

 

Lane et al., (2006) and Todorova and Durisin (2007) also started to scrutinize and extend current 

theory on the absorption process. In their study on the reification of the ACAP concept, Lane et al. 

(2006) suggest differentiating between three process stages, i.e. “recognise the value”, “assimilate 

valuable knowledge”, and “apply assimilated external knowledge”. In a similar vein, Todorova and 

Durisin (2007) conceptually revisited Zahra & George’s (2002) presentation of ACAP, and 

provided a thorough conceptual discussion on absorptive capacity process models. In their model, 

ACAP starts with the recognition of the value of external knowledge, which is then followed by an 

acquisition stage, and subsequently – depending on the proximity of this external knowledge to the 

internal knowledge base of the absorbing firm – by assimilation or transformation phases. Finally, 

once this external knowledge has been made internally available through these preceding steps, the 

firm may then turn towards exploiting this knowledge by means of applying it to the development 

of new products, services, or organizational changes, among others. The following table juxtaposes 

these different process models. 

 

 

 

 

                                                 

5
 PhD Workshop on Open Innovation, Chebsrough & Vanhavbeke, ESADE Business School, January 2010 



Literature Review 52

 

Cohen Levinthal 

(1990 

Zahra & George 

(2002) 

Lane et al. 

(2006) 

Todorava & Durisin 

(2007) 
 

Recognition of the 

value 

 Recognition and 

understanding 

(exploratory learning) 

 

Recognition of the value 

 Acquisition  Acquisition 

Assimilation Assimilation Assimilation 

(transformative 

learning) 

 

either 

Assimilation 

(of external 

KL) 

 

 

or 

Transformation 

(of internal KL)  Transformation of 

external KL 

 

Application Exploitation Application of  

(exploitative learning) 

Exploitation 

Table 4: ACAP Process Models in Literature 

 

Yet, when comparing these different conceptual works on ACAP, there exist differences in the 

basic definition of the ACAP process (Todorova & Durisin, 2007): First, most studies identified 

“recognizing the value” of external knowledge as a key component of the learning process. 

However, Zahra and George (2002) included this activity in their acquisition stage which, according 

to Todorova and Durisin (2007), “mainly directs attention to intensity, speed, and effort to gather 

knowledge. The traps of not being able to motivate these efforts by not “seeing” or “understanding” 

the potential of the new external knowledge may be overlooked.” (Todorova & Durisin, 2007: 777) 

Hence, these differences between recent re-conceptualisations of the first phase of ACAP do not 

result in consensus about the ACAP process and hence constrain future research on the concept. 

 

By comparing how studies conceptualised the transformation phase, a second difference between 

these studies crystallises: Todorova and Durisin (2007) understand transformation as a process 

directed at the internal knowledge base of the organisation in order to adapt to relevant externally 

available knowledge. Without transformation of their own knowledge base, distant knowledge 

would not be accessible for organisations (Todorova & Durisin, 2007). In contrast, Zahra and 

George (2002) as well as Lane et al. (2006) direct the transformation effort at external knowledge, 

constituting a counter-position to the transformation focus inherent in Todorova and Durisin’s 

(2007) conceptual model. In sum, various conceptual works on ACAP have suggested different loci 

of transformation. While some researchers direct attention towards adapting the internal knowledge 

base to the external information, other ACAP research focusses more on changing the external 

information to adapt it to the internal knowledge base. Taken together, conceptualizations of the 

ACAP process have not yet arrived at a unified perspective on the ACAP process, which may be 

due to a general void of studies analysing the ACAP process in-depth on an empirical basis. The 
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following table provides examples of some already identified activities pursued in the different 

process phases of the absorption process. 

 

 

Table 5: Activities in ACAP Phases 

 

Further, all process conceptualizations which were identified in the literature propose one single 

process design for organizations to adopt. The only process model which “flows” differently, 

depending on the nature of the needed external information, is the one presented by Todorova and 

Durisin (2007). In fact, research has pointed out the lack of consideration of how absorptive 

capacity may unfold in different innovation contexts. According to Lane et al., (2006), to date, 

ACAP research has continued to study incremental innovations, yet lacks insights on how 
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absorptive capacity may unfold during radical innovation. Possibly due to this concentration of one 

single innovation context, i.e. incremental innovation, process models of absorptive capacity have 

remained at a global, non-context-specific, level.  

 

Hence, this limitation, in combination with the general lack of in-depth process studies of 

absorptive capacity, and the void of service oriented research in this domain have served as the 

basic foundation for the purpose of this research, i.e.: 

 

 

 

In addition to the overly great focus in ACAP research on incremental innovation, and its study on 

the basis of a “one fits all” process for different contexts, another limitation of existing research is 

the focus on absorption of technical information (e.g. Cohen & Levinthal, 1990; Lane & Lubatkin, 

1998; Lichtenthaler, 2009), due to the focus on R&D in many ACAP studies (Lane et al., 2006) 

even though this is rarely performed in industries such as the service sector (Miles, 2006). As a 

result, ACAP in non-R&D contexts are underrepresented (Lane et al., 2006) and, in addition, may 

call for the investigation of additional absorption activities including the absorption of non-

technological information such as market information. In fact, as Lichtenthaler (2009) argued, but 

omitted to consider in his empirical research, learning about new market knowledge constitutes a 

similarly important activity which needs to be in place together with technical knowledge 

absorption in order to facilitate the absorption process. Yet, while Lichtenthaler (2009) implied that 

most of the time a firm possesses sufficient levels of market knowledge, other researchers have 

started to broaden the focus to include additional knowledge domains, such as market knowledge. 

As Easterby-Smith et al. (2008) argued: “However, the R&D focus has come to dominate the 

subsequent literature, and in the view of Lane et al. (2006), this provides a technological emphasis 

at the expense of process-oriented knowledge such as managerial techniques, marketing knowledge 

and manufacturing know-how.” (Easterby-Smith et al., 2008: 485). First insights regarding these 

additional knowledge domains have been reported by Arbussà et al. (2007). These authors 

investigated absorption activities not only regarding technical R&D, but also included “downstream 

activities”, referring also to marketing research. While the study by Arbussà et al. (2007) was based 

upon the highly aggregated data set of the OECD “Community Innovation Survey” and hence did 

“How does the absorption of external information unfold during radical and incremental 

service innovation projects?”  
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not allow for fine-grained analysis of these organizational processes, this study counts among the 

few studies that do not focus solely on technical knowledge absorption.  

 

Besides the above identified differences in the proposed process stages of existing ACAP 

conceptualizations, as well as the lack of more fine-grained and innovation context-specific process 

models, current ACAP models are silent about the nature of the ACAP process in terms of a 

consecutive or parallel nature. The sole consideration of the dynamic aspects has been provided by 

Todorova and Durisin (2007) who conceptually proposed an iterative flow of the absorption process 

by including in their model feedback loops between the alternative ACAP stages of assimilation and 

transformation. While Todorova and Durisin (2007) argue, referring to Cohen and Levinthal (1990), 

that a further feedback loop exists between the current knowledge base and the new absorbed 

knowledge, they do not go into depth in their arguments on this issue, nor do they discuss possible 

relations between other, additional process stages. Hence, although these authors are aware of the 

need to study ACAP as a dynamic concept, no detailed insights into the nature of potential 

dynamics within the ACAP process have been discussed. Neither was much discussion on the 

parallel pursuit of learning processes in the wider field of organizational learning found. Hence, by 

investigating the nature of the ACAP process flow over time, additional insight can be gained as to 

how organizations may succeed in striving for absorbing external knowledge. 

 

Consequently, as the first of three more detailed research aims, this study will focus the 

investigation on the following research question:  

 

 

 

Related to this first aim of this research, is the gap in literature which inhibits more insights as to 

how the absorption process is related with the general innovation process. As has been outlined in 

the section on service innovation already, service innovation process conceptualizations have 

evolved from linear, static processes to highly interactive and dynamic models which take into 

consideration potential feedback and feed-forward loops. Hence literature has considered the at 

times unpredictable nature of innovation by proposing innovation cycles rather than linear stage 

gate models (e.g. Froehle & Roth, 2007; Van de Ven et al., 2008). As the above discussion on the 

lack of ACAP focussed process studies revealed, however, literature has not yet covered insights as 

Subquestion 1a: What are the absorption process phases during incremental and radical 

service innovation and how do they develop? 
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to how the ACAP process is related to the general innovation process, as process studies on ACAP 

are lacking in general terms (Lane et al., 2006). Hence more has to be learnt about how the ACAP 

process unfolds in relation to the general innovatin process. Besides improving our understanding of 

the ACAP process itself – as is reflected by the first sub-research question – it is important to obtain 

a better understanding which ACAP phases are being conducted in which innovation stages and 

whether the ACAP process is performed ahead of, in parallel or would be lagging behind the 

general innovation activities and which consequences result from such patterns. With this extended 

perspective, the ACAP process is not only illuminated by itself, but allows for more practical 

insights how the ACAP process has to be managed during concrete innovation projects. Hence the 

second sub-research question is: 

 

 

 

2.2.3.2 Facilitators and Inhibitors of Absorptive Capacity 

While the process of absorptive capacity has only rarely been investigated, factors supporting 

absorptive capacity as a global concept have been identified to a considerable extent (e.g. Zahra & 

George, 2002; Lichtenthaler, 2009). Although different review studies come to different sets of 

facilitators and inhibitors for the absorption of external information, some factors are shared among 

them, creating a partial consensus on the construct of absorptive capacity. Among these generally 

accepted factors are the firm’s prior knowledge, firm size, the industry’s intellectual property rights, 

knowledge-sharing mechanisms inside the firm, and the nature and source of external knowledge 

(e.g. Zahra & George, 2002). In addition, factors such as members’ mindsets and power relations 

have emerged in the literature as potential factors for successful absorption (Todorova & Durisin, 

2007, Easterby-Smith et al., 2008). The following table provides a first overview of the various 

factors influencing the ACAP process. These are reviewed in more detail in the following.  

 

Sub-question 1b: “How are the absorption process and the service innovation process 

related to each other?” 
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Table 6: Components of Influencing Factors of the ACAP Process 

 

The prior knowledge which a firm has accumulated over time has been identified from early on in 

ACAP research as an important lever for a firm to learn from external sources. In more detail, 

Cohen and Levinthal (1990) argued on the basis of research on individual cognitive structures that 

“accumulated prior knowledge increases both the ability to put new knowledge into memory, what 

we would refer to as the acquisition of new knowledge, and the ability to recall and use it.” (Cohen 
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& Levinthal, 1990: 129). Reasons for the beneficial role of prior experience reside in the findings 

from cognitive research which revealed that, having learned in the past, and having therefore 

accumulated knowledge and expertise facilitates future learning, as the firm has “learned to learn”. 

These authors take into consideration, however, that in particular basic prior experience helps to 

absorb novel, distant knowledge. One example constitutes the knowledge of basic algebra which, 

according to Ellis (1965), is a prerequisite for understanding more complex mathematical solutions, 

such as calculus (Cohen & Levinthal, 1990). While other researchers, such as Zahra and George 

(2002), rather consider the potential downside of prior knowledge as causing a potential “path-

dependence” of a firm’s future learning based on its prior experiences, recent re-conceptualizations 

of absorptive capacity support Cohen & Levinthal’s notion of the beneficial role of prior knowledge 

for absorbing new knowledge (Lane et al., 2001). However, prior knowledge should encompass 

expertise in different variegated expertise areas (Cohen & Levinthal, 1990), encompassing not only 

technological knowledge, but also marketing and other experiential “know-how” (Esterby-Smith et 

al., 2008). 

 

Related to the prior knowledge base is the size of a firm, based on which absorptive capacity may 

be present to larger degrees than this would be the case for small organizations (Lichtenthaler, 

2009). However, firm size and the corresponding larger amount of internal expertise may need 

some more fine-grained analysis. While Lichtenthaler (2009) found a generally positive influence 

of increasing the firm size on the ability of a firm to absorb external knowledge, earlier research by 

Stock et al. (2001) found evidence that larger amounts of prior knowledge not always benefit the 

firm. In their analysis of R&D activities in the computer industry over a period of 24 years, they 

identified an inverted U-shaped relationship between firm performance and absorptive capacity, 

measured as R&D intensity. Stock et al. (2001) interpret these findings as first insight that rising 

amounts of R&D intensity, e.g. due to larger firm size, may hamper performance if very high levels 

are present, as the returns of too much investment in the internal knowledge base may not pay off as 

well as it would at lower levels of such investment. In addition, Arbussà and Coenders (2007) 

identified that firm size may or may not benefit absorptive capacity, depending on industry 

characteristics, which however could not be captured to a sufficient degree, according to the 

authors, calling for more fine-grained analysis in this field.  

 

As in ACAP research, firm size is frequently related to an increasing amount of internal investments 

in the internal knowledge base; this finding may have implications for wider research. In fact, the 

findings presented by Stock et al. (2001) seem reasonable, considering wider management 
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literature. Larger firms have been identified as facing higher risk of inertia (Tushman & O’Reilly, 

1996). In other words, at very high degrees of firm size it becomes more difficult to absorb new 

knowledge. In such a case, it has to be taken into consideration that absorbing external information 

not only means acquiring it, but also involves its application inside the organization. The larger a 

firm becomes, the more its knowledge base may support the identification of a very broad set of 

external knowledge domains, yet it may have more difficulties than smaller firms in integrating the 

newly gained insights inside the organization. The increased complexity of the internal routines of 

larger organizations and the resulting difficulty to change them quickly may play a significant role 

in this context (Hannan & Freeman, 1984). Hence, the unidirectional positive relationship of firm 

size and absorptive capacity needs to be further analyzed in order to contribute to the here identified 

debate.  

 

Other factors than the size of the firm or the prior knowledge base constitute internal mechanisms 

for sharing knowledge and the degree to which different expertise areas show partial overlaps. 

Based on a case study in the publishing industry, Van den Bosch et al. (1999) proposed that internal 

organizational characteristics matter and influence a firm’s ACAP. More specifically, combinative 

capabilities of a firm enhance the absorption of external information through structures supporting 

the sharing and interconnectedness of different internal expertise areas. Such interconnectedness 

allows internal experts to better understand other existing internal expertise areas. Communication 

quality can be increased by this partial knowledge of other domains. Through this 

interconnectedness, different expertise areas are combined and allow for an increased understanding 

of new external information. As Van den Bosch et al. (1999) argued, “Consequently, liaison devices 

facilitate knowledge absorption without creating self-contained units. The effect is that the capacity 

to process information and to coordinate knowledge is increased….” (Van den Bosch et al., 1999: 

557) 

 

Cohen & Levinthal (1990) have also already identified the importance of these organizational 

enablers. The authors argued that in organizations, “awareness of where useful complementary 

expertise resides within and outside the organization” (Cohen & Levinthal, 1990: 133) is a critical 

element for successful absorption. In more detail, the authors favor a partial overlap of existing 

internal expertise areas, as they argued, “that complementary functions within the organization 

ought to be tightly intermeshed, recognizing that some amount of redundancy in expertise may be 

desirable to create what can be called cross-functional absorptive capacities.” (Cohen & Levinthal, 

1990: 134) Other studies by Zahra and George (2002) also consider this enabler as increasing the 
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efficiency of ACAP and introduce the name “social integration mechanism” for the above described 

knowledge sharing and cross-boundary expertise. Yet, while Cohen and Levinthal (1990) argued in 

favour of both the sharing mechanisms and a partial overlap of expertise across departments, Zahra 

& George (2002) concentrate instead on the efficiency gains through sharing information via 

adequate organizational structures (Sheremata, 2000), leaving open the consideration of partial 

overlaps of expertise across different expertise areas within the organization. Additionally, while 

Zahra & George consider these “social integration mechanisms” to impact especially on the middle 

part of the absorption process, that is, the assimilation and transformation activities, Todorava and 

Durisin (2007) rather consider these internal sharing mechanisms as relevant to all absorption 

phases, as all phases of the absorption process are organizational and hence involve communication 

of organizational members. However, while Zahra and George (2002) consider a positive influence 

of increased internal sharing and integration, Todorova and Durisin (2007) argue that, depending on 

the nature of the internal ties of the different experts and depending on the newness of the external 

information, such social integration mechanisms may also be negatively related to absorption. They 

propose that if in an organization the ties between the different individual experts were too strong, 

the search for novel external information could be hampered, as strong ties would inhibit the inflow 

of novel information. Based on this discussion of strong / weak ties, Todorova & Durisin propose 

conceptually that weak instead of strong ties (as proposed by Zahra & George, 2002) would support 

ACAP in situations in which external information is of a more simple nature.  

 

Hence, while all in all the internal organizational factors related to the sharing of information have 

been considered in current ACAP conceptualizations, different aspects of these mechanisms have 

been highlighted, and, in addition, both positive and negative relationships of these mechanisms 

with ACAP have been identified in literature, calling for more fine-grained analysis of the internal 

sharing and integration mechanisms. 

 

Related to the above discussion on knowledge sharing and integration mechanisms, employees’ 

mental models, or mindsets, concerning new external information have also emerged in conceptual 

thoughts on potential enablers for ACAP (Todorova & Durisin, 2007). This discussion, as in many 

other cases, dates back to Cohen and Levinthal’s (1990) consideration of the “not invented here” 

syndrome (NIH syndrome). Menon and Pfeffer (2003) described this syndrome as “a bias against 

ideas from the outside. Managers within an organization often cohere in closely knit in-groups and 

come to see the knowledge that insiders possess as superior to knowledge that lies outside.” (Menon 

& Pfeffer, 2003: 497). According to Cohen and Levinthal (1990) “The not-invented-here syndrome, 
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in which firms resist accepting innovative ideas from the environment, may also at times reflect 

what we call lockout.” (Cohen & Levinthal, 1990: 137). Todorova and Durisin (2007) also highlight 

the relevance of organization members’ mental models and the need to adapt them to the type of 

knowledge sourced. While the other extreme of overvaluing external information over internally 

existing knowledge may also exist (Menon & Pfeffer, 2003), in terms of the ability of a firm to 

absorb external knowledge, both the undervaluing of external knowledge may lead to too little 

appreciation of useful external knowledge, while the overvaluing of external knowledge may 

hamper absorption due to a lack of combination and integration of the external information with the 

internal knowledge base. Hence, as regards the enabling role of organization members’ mindsets, a 

balance between appreciating external and internal knowledge is likely to benefit absorption most.  

 

In order to support adequate levels of such openness to external information, senior management 

plays a key role in making employees aware of the need to look outside their own boundaries. As 

Easterby-Smith et al. (2008) have identified with case study research, and as Todorova and Durisin 

(2007) have already conceptually proposed, this power needed for encouraging internal 

organization members to look outwards can, however, also stem from outside sources, such as 

customers. Such power relations can support absorption processes in several ways. First, powerful 

actors can use their influence in order to focus organization members in directions they judge as 

most adequate, and subsequently have the possibility to free up internal resources for such efforts. 

Power may also be necessary in order to access externally available sources (Easterby-Smith et al., 

2008). Yet, as Lawrence et al. (2005) argued, and as Todorova and Durisin (2007) mentioned as 

well, power relationships have not been researched in either organizational learning theory, and 

affected by this, neither have they been included in the absorptive capacity literature. Hence, future 

studies need to consider the role played by powerful actors in influencing an organization’s 

absorption activities. 

 

Further, absorptive capacity will be influenced by the type of relationships to external sources.  

Literature on ACAP has thereby considered in particular the breadth of the existing network as well 

as the overlap of the network partners’ expertise with the absorbing firm’s knowledge base. As 

Zahra and George argue, “…the diversity of exposure and the degree of overlap between the 

knowledge bases of the external source and the firm can enhance the firm’s PACAP [potential 

ACAP, i.e. the first phases of the ACAP process]”. (Zahra & George, 2002: 193) As regards the 

former, the breadth of a firm’s network allows for tapping into new and related knowledge (Powell, 

1998; Van Wijk et al., 2001). March (1991) has already noted that exploratory activities within 
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organizations benefit from variegated search activities at distant places. Regarding the latter, 

PACAP, the overlap between the knowledge bases of the donator and the recipient, research has 

confirmed (Lane et al., 2001) that, “The relatedness of their businesses, the similarity of the 

problems and priorities with which they are faced is most important for the recognition of new 

knowledge.” (Lane et al., 2001: 1156) In more detail, due to this overlap, the recipient is able to use 

its own inhouse expertise in order to identify the value of the externally available information. After 

this recognition has been accomplished, the internal expertise overlap may further support the 

recipient in adopting the externally acquired information in order to apply it to commercial ends.  

 

In addition to the breadth and partial overlap of the network partners’ expertise areas, the quality of 

relationship has also been identified as constituting a relevant ingredient in the successful 

absorption of novel information. While a trust relationship between two “learning partners” has 

been considered by many researchers as a facilitator for such interorganizational learning (Lane et 

al., 2001), research has identified that too high levels of trust on the part of one learning partner 

may lead to excessive exploitation by the other partner. Likewise, if trust is too low and results in 

too high degrees of competition, learning may likewise be reduced as knowledge is hidden from 

each other (Larsson et al., 1998). Nevertheless, adequate levels of trust combined with the long-

term focus of the relationship have proven helpful for inter-organizational learning. As Larsson et 

al. (1998) argued, “prior related interaction between the partners, high learning stakes, trust, and 

long-term orientation are likely to empower the collective learning process.” (Larsson et al., 1998: 

285) Hence, when organizations manage to create long term relationships, characterized by 

adequate levels of trust, the learning outcome may be high.  

 

Besides the quality of the relationship, the nature of the externally acquired information needs to be 

considered as well. External information which is to be absorbed may vary on different dimensions 

and, depending on its implicit or explicit nature, or whether it is complex, simple, or ambiguous
6
, 

absorption effort and intensity may vary too. In general, the influence of the type of knowledge 

sourced in the absorption process has already been pointed out by research. (Lane et al., 2006; 

Todorova & Durisin, 2007) In general, the more implicit and ambiguous the externally sourced 

                                                 

6
 Ambiguity is defined as the possibility of interpreting an expression in two or more distinct ways, (Collins English 

Dictionary – Complete and Unabridged 6th Edition 2003. © William Collins Sons & Co. Ltd 1979, 1986 © 

HarperCollins Publishers 1991, 1994, 1998, 2000, 2003) 
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information is, the more difficult it becomes to transfer such information, as Szulanski (1996) 

already argued even in relation to knowledge transfer across internal departments. This may be 

especially prominent in absorption activities in turbulent environments, (cf. Lane et al., 2006).  This 

is because, in such turmoil, the search for novel information becomes necessary which has never 

been applied before and which, in consequence, is uncertain concerning its applicability and 

usefulness to the absorbing firm. 

 

Finally, besides the internal organizational characteristics and the influence of the types of 

information on a firm’s ability to learn from external sources, the wider industry’s characteristics 

may also constitute an important factor. More specifically, the degree to which knowledge can be 

protected differs across industries (Mendonca et al., 2004). While in technology-creating industries 

such as biotechnology, manufacturing, and others, patents can be used to protect products from 

imitation by competitors, in service industries, only weak protection mechanisms are available, such 

as trademarks and secrecy (Arbussà et al., 2007). Affected by this reduced opportunity to shield 

internally developed innovations from imitation, several implications for the absorption process 

emerge. On the one hand, information on competitors’ innovations, and the possibility of freely 

using their ideas and methodologies for own innovation activities may be easier than would be the 

case in more highly protected industries (Cohen & Levinthal, 1990). On the other hand, however, 

while more information may “spill over” from competitors even before these have exploited their 

own innovations to a sufficient degree, this very advantage can turn into an inhibitor. While the 

innovator can benefit from the competitors, the competitors may, vice versa, take advantage of the 

focal firm’s innovations too, and hence may reduce the value the innovator can create with its 

investment.  

 

Due to this, the firm which strives at absorbing information for its own innovation activities should 

be very cautious and may try to avoid performing activities which may constitute an opportunity for 

competitors to learn about the new innovations. One such activity which “opens” up the innovation 

to external actors is market testing. While reasons have not been revealed to their full extent as yet, 

service firms are indeed characterized by relatively low levels of market testing whilst developing 

new services, as Djellal and Gallouj (2001) revealed: “Our questionnaire did not set out to uncover 

the reasons for the absence or occasional nature of tests… Even when it is possible to test new 

products, service firms often do not do so for individual strategic reasons…” (Djellal & Gallouj, 

2001: 65). While Djellal and Gallouj (2001) remark that in services, due to the ease of learning 

about competing services, less testing may be needed since the knowledge about a competitor’s 
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service characteristics would reduce the need to learn by way of testing their own service, this 

comment does not provide an answer to the potential avoidance of market tests due to the need to 

keep the service idea secret until it has been launched on the market. In turn, such avoidance of 

market tests may reduce the absorption of external market information relevant to the successful 

development of novel services. 

 

Recent research has argued, however, that this potential need for secrecy in order to protect oneself 

from imitation may decrease with higher degrees of complexity of the innovation at stake. This is in 

line with Tether’s (2003) argument on this matter: “It is sometimes argued that service innovations 

(as opposed to internal process innovations) are difficult to protect from imitation (Miles et al., 

2000). In this context, a high level of competitor watching is to be expected, whereby firms observe 

the behavior of their competitors and seek to monitor the impact of any innovations they may 

introduce. If their rivals’ innovations appear successful, the firm will seek to rapidly imitate them. 

This problem of rapid imitation may be less frequent when competitors have more differentiated, 

and less imitable capabilities, and it is notable that competitors are less likely to be seen as a ‘very 

important’ source of information amongst technical and computer services which are likely to have 

more distinctive and less imitable technological capabilities.” (Tether, 2003: 496) 

 

Finally, the above reviewed influencing factors during absorption of external information have to be 

taken into consideration when studying the process of absorptive capacity. As argued by Lane et al. 

(2006), absorptive capacity is a multi-dimensional construct which constitutes itself in many 

interrelated factors. The following table summarizes the - at times contradictory - findings 

concerning the relationships of the above reviewed factors with the absorption process. 
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Facilitators/ 

Inhibitors 

Relationship with ACAP Source 

Firm size 

Large firm size supports absorption due to higher resources 

for conducting internal R&D which, in turn, allows for a 

better understanding of externally available knowledge 

Lichtenthaler, 2009, Cohen & 

Levinthal, 1990 

The effect of the firm size may be positive or negative, 

depending on the industry 

Arbussà and Coenders (2007),  

Very small and very large firm sizes are detrimental to 

absorptive capacity 

Stock et al. (2001) 

Prior 

knowledge 

Enables the search for novel information, even if distant to 

own expertise 

Cohen & Levinthal, 1990; Lane et 

al., 2006; Zahra & George, 2002; 

Todorova & Durisin, 2007 

Due to prior experience, new knowledge will be path-

dependent  

Zahra & George, 2002 

Intellectual 

property rights 

(IPR) 

Low IPR allows for more competitive spill-overs, increasing 

the available external information and constituting an 

incentive to invest in absorptive capacity 

Cohen & Levinthal, 1990 

Low IPR will hinder absorption, as more internal resources 

are necessary to protect the exploitation of acquired 

information (i.e. the development of innovations) 

Arbussà & Coenders, 2007 

Social 

integration 

mechanisms 

Most important during the transition from assimilation to 

transformation 

Zahra & George, 2002 

Important in all phases of the ACAP process Todorova & Durisin, 2007 

Nature of 

external 

knowledge 

Implicit vs. explicit 

Ambiguous vs. unambiguous 

Complex vs simple 

Cohen & Levinthal, 1990, in a 

broader sense: Lane et al. (2006) 

On Ambiguity: Szulanski (1996) 

Network 

(source of 

external 

knowledge) 

Degree of overlap with prior knowledge of the absorbing 

firm, breadth of firm’s networks 

 

The higher the quality of relationship (i.e. level of  trust), the 

better for ACAP 

 

Too high and too low levels of relationship quality (i.e. level 

of trust) diminish absorption 

 

 

Zahra & George, 2002, Cohen & 

Levinthal, 1990 

 

 

Lane et al., 2001  

 

 

Larsson et al., 1998 

Mindset of the 

employees 

Avoid “Not Invented Here” syndrome 

 

 

 

 

Cohen & Levinthal’s (1990)  

Menon and Pfeffer (2003)  

 

Cross 

boundary 

expertise 

Neither too high nor too low degrees of overlap among 

internal expertise areas support absorption 

Cohen & Levinthal, 1990 

Power 

relations 

Power relations of internal and external actors may influence 

the absorption process in positive or negative ways, via 

granting / denying resources or directing the absorption to 

specific knowledge domains 

Todorova & Durisin (2007); in a 

broader sense: Easterby-Smith et 

al., 2008 

Table 7: Debate Regarding the Relationships of Identified Factors with Absorption Process 

 

 



Literature Review 66

 

Hence, as the above table indicates, several factors have been identified as influencing the 

absorption process. While in some areas parsimonious findings have already been presented, in 

other areas, as indicated above, debates have emerged regarding the relationship of several factors 

with the capacity of a firm to absorb external information. In addition, analysis of these factors has 

been performed in mostly retrospective empirical studies which did not allow for the influence of 

these factors on the ACAP process over time (Lane et al., 2006). Finally, as the impact of these 

factors on ACAP has been predominantly analyzed in R&D settings, which, in addition, frequently 

omitted to apply a process perspective for the assessment of ACAP, the above presented research 

results may benefit from additional research. In more detail, by studying these factors from a 

process perspective and by adding a non-R&D context to existing research, rich insights may 

become possible. On the one hand, the identified debates on factors such as firm size, intellectual 

property rights, social integration mechanisms, among others, may be clarified. On the other hand, 

the adoption of a non-R&D setting for the analysis of these factors may reveal further insights as to 

how existing research is transferable to the here chosen service context, which is characterized by 

several idiosyncrasies (Fitzsimmons & Fitzsimmons, 2000).  

 

Consequently, as a further focus of my research I will concentrate on the following research 

question: 

 

 

 

 

 

 

 

Subquestion 2: Which Inhibitors and Facilitators for absorption activities can be 

observed in incremental and radical service innovation? 
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3 Research Design  

3.1 Introduction 

With this chapter, I am presenting the research design of my qualitative case study-based data 

collection. Preparing a research design prior to entering the field is a crucial prerequisite, as with 

such a defined framework the researcher can assure that the collected data is logically linked to the 

initial questions of the study. By so doing, the researcher is further enabled to provide evidence that 

the data collection adheres to the validity and reliability standards of the scientific community.
7
  

 

Firstly, I will present the different research methodologies available for research and discuss them 

by considering their appropriatedness for my research questions. Secondly, I will turn to the specific 

decisions I made in designing my future field work activities. I will decide which case study design 

to follow, which unit of analysis to choose, and which data collection techniques I will need to 

reliably answer my research questions. Finally, I will present a case study protocol with the aim of 

operationalizing my design in which I will present the (chrono)logical order of my field work 

activities. At the end of this paper, I will provide to the reader a summary of all decisions taken in 

my research design. 

 

3.2 Determining the Appropriate Research Methodology: Case Studies 

The first question to be answered is: how to methodologically approach my research question? Yin 

(2003) provides a distinct framework which allows one to discern which research strategy suits the 

aim of the research best. The type of question can be considered as a helpful “trigger” to decide 

which research strategy to choose. According to Yin (2003), the researcher has to differentiate 

between “who”, “what”, “where”, “how”, and “why” questions. If the investigator is primarily 

interested in questions which start with “what”, basically it can be either of an explorative or more 

standardized, survey oriented nature (Yin, 2003). Contrary to this, “how” or “why” questions are 

most often best answered by explanatory ways of inquiry and thus favour the use of case studies, 

experiments, or history studies. Yin proposes this link and argues that “this is because such 

questions deal with operational links needing to be traced over time, rather than mere frequencies or 

incidences”. (Yin 2003: 6). Thereby: “A case study is a history of a past or current phenomenon 

                                                 

7
 Parts of this section have already been presented in the DEA Examination of the ESADE Doctoral Programme in 2008 
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drawn from multiple sources of evidence. It can include data from direct observation and systematic 

interviewing as well as from public or private archives.” (Leonard-Barton, 1990: 249) 

 

However, it is important to note that my research aims at an investigation of the ongoing activities 

and the overall organization of absorption of external information during radical and incremental 

service innovation. This research is intended to acquire extensive knowledge on how organizations 

manage such efforts and thus does not aim at any manipulation of the organizational setting in a 

way experiments would focus on. Rather, the activities within the innovation management are to be 

observed in order to build a rich account of reality out of a large amount of reported features 

(Gomm and Hamersley 2000). 

 

Furthermore, it is important that my research question does not exclusively consider how the 

external learning process was managed during past innovation projects, but draws on contemporary 

projects of the focused organizations. This aspect leads to the conclusion that, although history also 

aims at achieving answers to “how” or “why” questions, the contemporary character of my future 

studies is better served by applying case study research. 

 

In addition, as my research aims at investigating organizational activities, which up to now have not 

been studied in depth (cf. Todorova & Durisin, 2007: Lane et al., 2006), this also suits case study 

research best. Indeed, this reasoning is also supported by Yin (2003) who argues that answering 

how and why questions by conducting case study research is most appropriate to such phenomena 

which have not yet been studied extensively. 

 

Overall, after having discussed in brief the character of my study, it is proposed that the case 

study research strategy is most appropriate for my here presented investigations. The 

following table (Table 8) summarizes and contrasts the main elements of the study which led to the 

choice of the case study as the appropriate research strategy. 
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Table 8: Situations for Different Research Strategies (Yin 2003; Gomm & Hammersley 2000) 

 

 



Research Design 70

3.3 Overall Research Design of Case Study Research 

3.3.1 Unit of Analysis 

The definition of the unit of analysis represents the foundation for many subsequent decisions in 

designing the research project and thus has to be explained before propositions about sampling or 

data analysis are made (Patton 2002). According to Yin (2003), the careful definition of the unit of 

analysis plays a fundamental role in the design of case study research as the unit of analysis 

represents the case itself. Additionally, Yin (2003) suggests that the “tentative definition of the unit 

of analysis (and therefore of the case) is related to the way you have defined your initial research 

questions.” (Yin 2003: 23)  

 

According to Menor et al. (2002), research on service innovation can be performed on different 

levels of analysis, such as the strategic business unit, the overall service development portfolio, or 

an individual product development project, or even on focused steps, stages or tools used in an 

individual project. In order to gain a more comprehensive insight into the innovation and 

development activities of service organizations, I chose to focus on organizations’ new service 

development projects, embedded in the wider organization context. This is important as I am 

interested in studying how organizations achieve the development of both incremental and radical 

new services, resulting in the need to study more than a single new service development project. 

This project perspective has also been adopted recently by scholars studying organizational learning 

(Holmqvist, 2004) and by scholars studying new service development (Gallouj & Weinstein, 1997; 

DeVries, 2006). Thus, by looking at innovation projects that are embedded in the wider 

organization as the unit of analysis, this will allow me to gain a broader picture of the existing 

learning mechanisms.  

3.3.2 Selecting the Detailed Case Study Design 

3.3.2.1 Single Case vs. Multiple Case Studies 

Prior to any data collection it is necessary to decide what case study design to follow (Yin, 2003). 

Hereby, one of the first decisions is whether single case or multiple case studies can provide the 

optimal framework for addressing the research question, and whether a case is researched 

holistically or whether several subunits are studied which are embedded in each case.  
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A single case study is most appropriate when the researcher aims at challenging a dominant theory 

(Yin, 2003). If this theory has established clear propositions which are perceived as being true for a 

certain domain, a single case study design may be able to present a critical case which can be used 

to challenge the propositions of the dominant theory (Yin, 2003). Another reason for a single case 

design is the uniqueness or the representativeness of a case. If a case has been identified which 

seemingly does not fall into established categories of existing theories or represents this theory 

perfectly, this uniqueness or representativeness also constitutes an opportunity to study it using a 

single case study design. Yet another opportunity for single case study research is offered by the 

longitudinal case, where the same case is studied over time at several points of time (Yin, 2003). 

 

Besides the single-case design, a research study can also adopt a multi-case approach. Multi-case 

study research is frequently regarded as being able to deliver scientifically stronger results, as the 

same phenomenon has not only been observed once, but repeatedly. However, this replication of the 

findings via several cases must not be confused with statistical sampling of different cases. In fact, 

the replication logic necessitates that the cases are selected purposefully by taking into 

consideration whether the same findings are to be duplicated with the same set of case 

characteristics, or whether each case should differ in some characteristics in order to test whether 

the identified phenomena can still be observed in these differing settings. (Yin, 2003) 

 

Similar to the single-case design, multi-case studies can also aim at analyzing different subunits 

within each case and this would constitute an embedded multi-case study. In a second option, they 

may aim at looking at each case holistically, representing a holistic multi-case design. The 

following figure depicts these four research designs as proposed by Yin (2003). 
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Exhibit 11: Basic Types of Case Study Design (Yin, 2003) 

 

As my research aims at investigating how novel external information is identified, acquired, 

transformed and applied during new service development projects, I am interested in a phenomenon 

which can frequently be observed in organizations, so that a revelatory or unique single-case study 

is not appropriate. Instead, it is of greater interest to conduct multiple-case study research in order to 

be able to observe absorption processes during service innovation projects in different settings 

which, in turn, can then be compared with each other in order to match cross-case patterns (Yin, 

2003). Thus, the first decision in my research design is that I have chosen to conduct a multiple-

case instead of a single-case study. Conducting multi-case study research additionally supports the 

overall external validity of my research, as through pattern matching via replication logic in several 

cases I am able to present findings which can be regarded as a first step towards the presentation of 

a general picture of new service development in service organizations (Yin, 2003). Multiple cases 

also shield against possible observer bias (Leonard-Barton, 1990). These advantages would not 

exist if I had chosen to conduct single-case research. 
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Moreover, it has to be decided whether the multiple cases are to be analyzed holistically, or 

whether embedded subunits are to be chosen as additional units of analysis in each case (Yin, 

2003). As my focal interest lies on the question of how absorption of external information takes 

place during service innovation projects, I will study each case study firm by considering the 

innovation projects conducted there which, in turn, calls for multi-case research of an embedded 

design. One reason for this lies in the fact that innovation activities in service firms are often highly 

dispersed and involve multiple parts of an organization simultaneously. Added to this is the 

tendency that innovations in services only rarely follow a clearly defined, formal development 

process or are centralized in an R&D department (Hipp and Grupp, 2005). Thus, due to the lack of a 

clearly defined development procedure for service innovation, and in consequence the need to study 

the absorption of external information by taking multiple parts of the organization into 

consideration, I have chosen to study multiple-cases in an embedded way. In Yin’s (2003) research-

design matrix, this falls into the lower right corner. My choice resembles Leonard-Barton’s (1990) 

argumentation for her chosen case study research. She argues: “In order to understand all the 

interacting factors […] it was necessary that the research methodology slice vertically through the 

organization, obtaining data from multiple levels and perspectives. Therefore a case study approach 

was appropriate and was used.” (Leonard-Barton, 1990: 249) 

3.3.2.2 Retrospective vs. Longitudinal Case Studies 

After having decided upon conducting multiple cases incorporating the study of several innovation 

projects, the next step in constructing the research design is to decide whether the multiple case 

study is to follow a retrospective, and / or a longitudinal scope. One major difference between 

these two case study modes is the scope, intensity, and the time to be invested (Leonard-Barton, 

1990). Hence, a retrospective case study is very efficient in the ways it can be conducted while a 

longitudinal study necessitates a long-term commitment and time investment (Leonard-Barton, 

1990). Longitudinal case studies can, however, also offer deeper and richer insights than 

retrospective cases can provide, as a longitudinal case allows for analysing the phenomenon in “the 

context of interconnected levels of analysis” (Pettigrew, 1990: 269). On the other hand, by the use 

of retrospective cases, existing patterns can more easily be tested in different settings (Yin, 2003). 

 

In sum, both case study modes offer advantages in different types of validity, while each one also 

possesses distinct tradeoffs. Leonard-Barton (1990) suggests not foregoing the distinct advantages 
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of either mode, but to combine retrospective with longitudinal case studies in order to benefit from 

the advantages of both, but also to balance the distinct tradeoffs each mode owns when conducted 

in isolation. Firstly, a dual strategy is beneficial for the construct validity of the identified concepts 

as longitudinal cases are a good way to derive precise definitions of these, while retrospective cases 

may be used for demonstrating whether identified relationships between the constructs are 

consistent (Leonard-Barton, 1990). Secondly, a dual methodology also supports the internal validity 

of the research project, as an identified phenomenon in one case can be directly assessed in the 

other cases, allowing for a continuous moving forward and backward. According to Leonard-Barton 

(1990), the matching of ideas between these two case study modes allows for better evidence for the 

identification of causal relationships than matching ideas only among exclusively retrospective or 

longitudinal cases. 

 

In sum, after having briefly outlined the different possibilities in case study modes, my research 

study adopts a dual methodology, i.e., I conducted both longitudinal and retrospective case studies. 

My choice relied on the insights of researchers such as Leonard-Barton (1990) who argue that a 

dual methodology is capable of delivering more reliable and valid research results by strengthening 

internal and construct validity (external validity is already supported by conducting multiple cases, 

regardless of whether the case mode is longitudinal or retrospective). However, by conducting a 

dual methodology, the volume of data as well as the coordination of the data collection may be a lot 

more intensive than pursuing only one case study mode. The trade-offs of this dual methodology 

are, however, not easily ameliorated. At best, the researcher can make an advance decision with 

regard to the unit of observation in each case so that he does not have to collect data at levels which 

will later not be necessary in order to answer the initial research question. (Leonard-Barton, 1990) 

This increased amount of empirical evidence has been taken into consideration by the data analysis 

via specialized data analysis software for case study research. More specifically, I used “AtlasTi” 

coding software for storing and analysing my interview transcripts, photographs, and other 

documents which facilitated the subsequent analysis of the same. 

3.3.2.3 Replication Logic and Selection of Cases 

After having decided that a mix of multiple longitudinal and retrospective case studies was best 

suited to my overall research question, a subsequent decision was taken regarding the selection of 

the specific cases. According to Yin (2003), the choice of cases depends primarily on the goal of the 
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researcher, namely whether he wishes to predict similar results (literal replication) or wishes to 

predict contrasting results, but for predictable reasons (theoretical replication).  

 

I have replicated my case studies with regard to the outcome of the innovation activities. My 

research includes both successful service innovations as well as struggling innovation projects, 

according to their project and market performance. Thus, I am able to both iteratively replicate 

successful innovations and to contrast these successful activities with struggling innovation 

projects.  According to Yin (2003), this constitutes theoretical sampling. 

 

All in all, I have controlled for both dependent and contextual variables in the selection of my cases 

as both successes and failures of new services are included; additionally, I have limited my cases to 

organizations belonging to the retail banking industry. However, I cannot control for the 

explanatory or independent variables which explain the successes or failures of the innovation 

projects in this study, which, according to McPhee (1990), will lead to two distinct opportunities to 

integrate the findings from my multiple case study research. McPhee (1990) suggests that, in case 

study research, there are three opportunities to integrate the findings from multiple cases. If all 

cases feature the same dependent and the identical independent variables, the integration is similar 

to a comparison of different data points, which means that all cases can be explained with the same 

theoretical model. The second integration strategy concerns findings which are directed at the same 

dependent variables, but which are explained by differing sets of independent variables. If this 

occurs, the researcher has to apply different explanations for the same outcome which would, for 

example, be necessary if in one case a successful innovation was mainly dependent on strong 

leadership, while in another case a successful innovation was enabled mainly by employee 

engagement. Finally, McPhee suggests that, if in each case different independent variables explain 

different dependent variables, this would necessitate treating each case as a different image, 

prohibiting the subsumption of these cases under the same conceptual framework. 

 

As in my study I control the projects’ outcome (i.e. the dependent variable), I can ensure that each 

case is directed at the same dependent variable. However, as the independent variables are not 

going to be controlled, the explanation of the findings is located rather in the domain of “different 

explanations” approaches. The following exhibit summarizes the three integration strategies for 

multiple case studies. 
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Exhibit 12: Three Approaches to Integrating Longitudinal Case Studies (McPhee, 1990) 

 

 

3.3.3 Collecting the Data 

Through case study research it becomes possible to incorporate multiple sources of evidence (Yin 

2003) which support a rich and realistic portrayal of the cases. This rich description constitutes an 

important rationale why I chose case study research over other methodologies such as survey 

research, in addition to the opportunity to gather evidence from multiple sources of evidence (Yin 

2003). These multiple sources of evidence again allow for “data triangulation”, as the studied events 

and procedures are supported by more than a single source of evidence (Yin 2003). This 

distinguishes case study research from other techniques. In survey research, for instance, the 

investigator has to rely on the information gathered from questionnaires. For the purpose of 

analysing and understanding the complex processes of innovation in organization, a restriction to 

survey data only would omit many important sources of evidence from the study. One example 

would be the assessment or analysis of existing “flow charts” of the actual procedures and activities 

in the company. This would allow for a direct comparison and pattern matching in one case. Apart 
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from this, interviews are a viable source of evidence which also contributes to a more complete 

picture of the organizations under study. (Yin, 2003) 

 

The interviews were conducted in a rather conversational way so as to enable themes to emerge in 

the interview in order to allow for “discovering unanticipated outcomes” (Marshall & Rossmann, 

1989: 17) and so as not to limit the information to pre-defined concepts (Bartunek, Myeong-Gu, 

2002). Hence only a limited number of basic guiding questions was used to provide a frame of 

reference for the interviews. These comprised inquiries about the activities pursued in the 

innovation project at stake, as well as questions relating to when and how different internal and 

external project members collaborated in the project, among other things. In addition, interviewees 

were assured strict confidentiality, meaning that results of the study would be presented to their 

organizations only in an aggregate way and would not disclose interviewees’ names. By applying 

these rules to the interview, the social desirability of the interviewees to report only on positive, 

non-critical aspects was anticipated and was designed to increase the honesty of the interviewees’ 

reports (Marshall & Rossmann, 1989). Altogether 48 interviews were conducted with general 

management and project members of the respective innovation projects. While interviews served as 

the main source of evidence, information extracted from internal and external documents as well as 

direct observations were used to triangulate the insights from the interviews. The following table 

lists the various data sources which were available during this research.  

 

Data BankPro BBVA BankXY 

Time window of data 

collection 

March 2008 –  

July 2009 

December 2008 – 

January 2010 

March 2009 

In-depth, semi-

structured interviews at 

various  organizational 

levels, lasting from 1-3 

hours 

20 (description of 

functions of 

interviewes can be 

found in the 

ANNEX) 

18 (description of 

functions of 

interviewes can be 

found in the 

ANNEX) 

10 (description of 

functions of 

interviewes can be 

found in the 

ANNEX) 

Internal documents Selected emails, 

powerpoint 

presentations, flow-

charts 

powerpoint 

presentations, flow-

charts 

powerpoint 

presentations, 

organization chart 

External documents Expert evaluations 

of studied 

innovations, market 

reports, banking 

magazines 

Expert evaluations 

of studied 

innovations, market 

reports, banking 

magazines 

Expert evaluations 

of studied 

innovations, market 

reports, banking 

magazines 

Observations Photos Pictures, videos Pictures 

Table 9: Data Collected & Triangulation 
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3.3.4 Action Plan for Data Collection 

It is important to define, prior to data collection, how the various activities within this research 

project are interrelated with each other and in what order they are to be conducted (Yin, 2003). As 

already described in the above, three case studies have been selected. Two of these were studied 

over a time period, one from March 2008 until July 2009 (BankPro), a second between December 

2009 and Mai 2010 (BBVA) and one additional case (BankXY) was studied in March 2009 as a 

retrospective case study. Hence, as these cases were to a large extent studied in parallel, a 

continuous and iterative feedback loop has been established in order to adapt the initial research 

strategy to the emerging themes (Yin, 2003). In a next step, each case study has been analysed via a 

separate case study report, which has in turn been aggregated into a cross case analysis report in 

order to enable pattern matching and cross case analysis of the identified phenomena (Yin, 2003). 

This final effort was accomplished in March 2010 and the last step of writing the case report in the 

form of a thesis monograph was performed in the subsequent months. The following chart gives an 

overview of the above outlined activities. 
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Exhibit 13: Operationalization of Research Design (adapted from Yin, 2003) 
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3.3.5 Data Analysis 

After the first interviews had been conducted, the analysis of this data was already initiated in order 

to take advantage of initial findings in subsequent interviews. This initial coding was performed by 

moving constantly back and forth between the transcribed interviews, memories, internal 

documents, and literature. Initially open coding (Glaser & Strauss, 1967) was performed.  This less 

formal coding with only some general theoretic concepts kept in mind, allowed to identify new 

themes and codes in the data. If I would have started the coding process from the very start with a 

strict and static list of theoretical concepts, the generation of new theory would have become limited 

(Glaser & Strauss, 1967).  

 

Hence, while on the one hand this initial open coding allowed for a rich and broad identification of 

themes in the data, on the other hand it resulted in high number of initial codes. An intermediary list 

of initial codes is shown in the Annex. The following exhibit shows an exemplary interview 

transcript alongside some initial codes identified in the shown text.  

 

 

Exhibit 14: Initial Coding Example 

 

After this initial coding phase, the preliminary codes were analyzed again and became synthesized 

into more encompassing themes. This process of axial coding (Glaser and Strauss, 1967) similarly 

was highly iterative in the sense that this analysis was also performed by moving constantly back 
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and forth between the data and theory. At the end of this second analysis, the single absorption 

phases, their dynamics, and facilitating and inhibiting factors became visible more clearly. This 

reduced list of codes comprising the process and facilitating / inhibiting factors then was used in 

order to go again through the data in order to identify more evidence and examples for each code, 

which refers to selective coding (Glaser and Strauss, 1967). An example of the grouping of the 

initial codes in order to arrive at the final codes is shown in the following exhibit. Thereby each 

single, preliminary code again comprises several quotes itself. 

 

 

Exhibit 15: Example of Code Synthesis and Re-grouping 

 

The analysis of the data was facilitated by making use of the ATLAS Ti 5.0 qualitative research 

software package, through which I could store, re-evaluate and group emerging themes from 

different data sources. This storage device thereby facilitated to maintain retrievable connections 

between the single quotes found in the various interview transcripts, and the final codes. As shown 

above, several times, a final code consisted out of various sub-codes which again were built up from 

multiple quotes found in different data sources. By having had the possibility to store these 

connections electronically, complexity was reduced which facilitated overall analysis and 

interpretation of the data. 
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Thereby, intermediary results of my analysis were presented and discussed constantly with my 

supervisor, and were presented several times during the regular meetings in the GRACO research 

group in order to obtain additional feedback and comments. Further, these intermediary results were 

also exposed to feedback and evaluations during several scientific research conferences, including 

SERVSIG 2008, EGOS 2009, EURAM 2009, Academy of Management, 2009, and Frontiers in 

Services 2009. Finally, these findings were discussed twice in the PhD research forum at University 

of Cambridge in late 2009. The final list of absorption related codes is shown in the following table.  

 

 

Table 10: Foundation for Codes / Data Analysis 
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In addition to the above shown list, the coding of the performance and the degree of newness was 

done on the basis of leading frameworks found in the service innovation literature. Analysis of the 

degree of newness of the service projects has been based on Gallouj & Weinstein (1997) model of 

service innovation, while the assessment of the performance of the innovation projects followed 

deBrentani’s (2001) or Adams et al. (2006) conviction to include both internal and external 

indicators, such as development time and market share / profitability. Regarding the coding of the 

performance of the innovation projects, evidence for their degree of success varied in quality and 

quantity, necessitating a case by case decision of the researcher, as to how perform the performance 

assessment. 

 

3.3.6 Validity and Reliability 

Case study research can be judged regarding its scientific quality on several grounds. Yin (2003) 

proposes the use of the following concepts: construct validity, internal validity, external validity and 

reliability.  

 

Construct Validity has been anticipated in the research design by means of using multiple sources of 

evidence. In other words, the data collection did not rely exclusively on one type of source, but 

incorporated interviews, observations and internal as well as external documentary data collection. 

Data triangulation has been established by combining these different sources, therefore mitigating 

threats to construct validity. Especially the here chosen dual methodology of conducting both 

retrospective and longitudinal cases fostered construct validity, as the longitudinal cases constituted 

an adequate way to derive precise definitions of the constructs, while the retrospective cases could 

be used for demonstrating whether these identified relationships between the constructs were 

consistent (Leonard-Barton, 1990). 

 

Internal validity is not present in a study if a researcher incorrectly infers that a causal relationship 

exists between factor X and factor Y, while in fact another factor caused the effect of factor Y. The 

multiple case methodology chosen here supported the internal validity of the research project, as an 

identified phenomenon in one case could be directly assessed in the other cases, allowing for 

continuous moving forward and backward and pattern matching (Yin, 2003). According to 

Leonard-Barton (1990), the matching of ideas between retrospective and longitudinal case study 

modes allows for better evidence of such hypotheses relating to causal relationships than matching 

ideas only between retrospective or longitudinal cases. 
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External validity refers to the ability of the findings to be generalized beyond the immediate case 

study. Differing from survey research which is focussed on statistical generalization, case studies 

rely on “analytical generalization”, which again allows for generalizing from the case study findings 

to a broader theory (Yin, 2003). The conditions under which this kind of generalization can be 

performed by the researcher necessitate the use of “replication logic” in multiple case study design. 

This refers to the desired situation if the findings of additional cases are consistent with the 

specifications of the underlying theory as well. As this study was conducted with three cases 

involving an overall amount of five innovation projects, the prerequisites for the analytical 

generalizability of the study’s findings were fulfilled. 

 

Finally, reliability refers to the objective that a later investigator will be able to arrive at the same 

findings of the study if he follows the same case with all steps of the research in the same way as 

the first researcher did. Although it is not possible to “freeze” the social setting and the 

circumstances of case studies (Bryman and Bell, 2003), it is possible to avoid excessive degrees of 

ambiguity in the conducted steps of this study. To ensure this, it is necessary to document the 

research activities at the most detailed level, including the genesis of the data and all procedures the 

researcher followed in his study (Yin, 2003; Flick, 1998). In this study, a case study database was 

established with the help of analytical coding software (AtlasTi) and included case study 

documents, tabular materials, the researcher’s narratives about his experiences, and the mostly 

audio taped and always transcribed records of conducted interviews.  

 

3.4 Limitations 

Although the research methodology took into consideration several design choices in order to 

reduce potential threats to the study’s internal and external validity as well as to its reliability and 

validity, there are still limitations to the study. 

 

To start with, qualitative research is in general considered to be less powerful than quantitative 

research as no random sampling or at least random assignment to treatment groups takes place and 

thus no statistical generalization to a wider population is possible (Bryman, Bell, 2003). While this 

cannot be changed, this research involved findings from several cases, which, after cross case 

analysis, could be used to contribute to the wider theory by providing more detailed accounts of the 

studied phenomenon. Hence, while lack of generalization limits this research, the findings can be 
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used to further advance the theoretical understanding of external learning and service innovation 

(Yin, 2003). 

 

Further, due to the idiosyncratic nature of the different cases, a replication of the here presented 

findings by other researchers in the future is limited (Stenbacka, 2001). This pertains largely to the 

open ended interviews which did not incorporate highly concrete questions in order to allow new 

insights. This may limit the ability of future researchers to replicate the findings presented here. In 

order to alleviate this limitation, data from the interviews has, however, been presented in a 

grounded way so that a chain of evidence (Yin, 2003) has been established, starting from the basic 

findings presented in the single case reports and ending in the cross-case analysis of the different 

projects studied. In addition, data has been electronically stored in order to make it retrievable for 

future inquiries. 

 

Further, social desirability may have emerged from the fact that data collection took place with the 

consent and support of senior management. In other words, it cannot be guaranteed that 

interviewees responded during the interviews in ways which could have been due to the 

interviewees’ anticipation that certain responses could be not desired by top management. This 

could have led to potential omissions, but also to overly focusing on positive aspects of the 

interviewees’ work (Marshall & Rossman, 1989). This indeed constituted a dilemma for the 

research undertaken, as on the one hand the involvement of senior management may have reduced 

the willingness of interviewees to respond freely, while on the other hand senior management 

support was needed to obtain the possibility to freely move inside the organization and to collect 

information from every organization member regarded as a significant source of information for the 

purpose of the study.  

 

Yet, from the experiences the researcher made during his interviews, the threat of dishonesty on the 

part of the interviewees due to social desirability seemed not highly present. In fact, as undesired 

innovation outcomes were accepted by all organizations, the risk was reduced that organization 

members would restrain from omitting potential drawbacks. This became evident in the fact that not 

only successful cases could be observed during the data collection, but also that struggling cases 

were reported by the interviewees. Further, due to the fact that interviewees were assured that their 

statements could not be directly linked to outcome of the study, the interviewees’ fear of answering 

non-desirably was further reduced. 
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An additional limitation of the research is rooted in the basic challenges of interview-based research 

methodologies. When interviews are conducted to obtain insights into an event or activity which 

lies in the past, interviewees may have forgotten about certain aspects (Harris & Brown, 2010). 

More specifically, in the interviews conducted for the Inno-Card project, recall issues may have 

been present because the activities inquired about lay in the past. The attempt was made to reduce 

this threat by asking multiple former project members about the same activities in order to generate 

sufficient overlap between the interviewees’ responses. If statements were identified to be 

contradictory or reported in considerably differing ways, they were not used for further analysis. In 

the other cases, interviews were conducted very close to the actual events under study, as the 

projects which were researched were still ongoing.  

 

A further limitation of this study constitutes the inclusion of both German and Spanish case study 

firms in the data analysis. This may have led to constraining effects of the respective national 

culture on the ability of the various case organizations to absorb external knowledge. While no 

direct analysis of the national culture was performed in this study, in general two aspects are worth 

mentioning. First, by having included organizations from different national contexts, this may even 

have increased the external validity of the findings, as the identified findings were not bound to a 

single nation, but were observed to be valid under different national contexts as well. This is also 

supported by the reasoning of other researchers discussing case study research. As suggested by 

Eisenhardt (1989), when the same phenomenon and its explanation can be achieved even in 

differing contexts, this lends support to the overall strength of the research results. For example, 

Eisenhardt provides to the reader the example of a study by Harris and Sutton (1986), who chose 

cases from four categories, i.e. private and dependent, private and independent, public and 

dependent, and public and independent. Through their broad case selection, according to Eisenhardt 

(1989), the authors of this research were able “to extend the theory to a broad range of 

organizations.” (Eisenhardt, 1989: 537) Due to this, the limitation of the study of not having 

analyzed in-depth the potential cultural differences has been alleviated to a certain extent, thereby 

opening up future research opportunities.  

 

3.5 Concluding Remarks on Research Design 

As Yin (2003) noted, when designing a research project, multiple decisions have to be made by the 

researcher in order to be able to contribute to the growth of scientific knowledge. Many of these 

decisions also have to be made prior to any data collection in order to ensure that the later field 
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work and the resulting empirical data are capable of forcefully answering the initial research 

questions. Otherwise an investigator is in danger of being misled and failing to contribute to his 

profession. I anticipated this threat with this research design and presented a thorough discussion on 

the elements that needed to be taken into account when conducting empirical data collection. In so 

doing, I firstly presented a discussion on the appropriateness of various research methodologies for 

different types of research interests. Due to the nature of my research questions, this discussion 

enabled me to derive that case study research is most appropriate for providing answers to my 

research question.  

 

After having positioned my research this way, I took a more detailed perspective on my research 

design and presented the different dimensions on which the researcher has to make decisions in 

order to create a robust research framework. Among these dimensions, decisions were made on the 

necessary unit of analysis, the number of cases studied, the selection criteria, the use of longitudinal 

or retrospective perspectives, as well as decisions regarding appropriate data collection techniques 

and the time schedule for conducting the field work. This definition of my research methodology 

alleviated and anticipated many threats to the validity of my findings and also allowed me to stay 

focussed on my initial research questions during all stages of my field activities. The final table 

below summarizes the major decisions which represent the character of my research design: 
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Exhibit 16: Summary of Decisions in Research Design 
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4 Case Study Report I: BankPro 

4.1 Context of Case Study   

4.1.1 Description of Case Study Organization 

BankPRO is a retail bank whose headquarters are located in the city centre of a medium sized 

German city. The company was established in 1931, is owned by the one of the largest banks in 

Germany, and has its head office in Frankfurt am Main, Germany. While the parent organization 

serves as the central organ for more than 1000 cooperative, yet liberal, banks spread over Germany, 

it is additionally responsible for financial services to institutional and business clients. Retail 

oriented financial services are procured by BankPro itself, where this case study research was 

conducted. In figures, BankPro has a workforce which in 2008 totaled 15,000 employees, of which 

half were located in Germany and the rest in other countries. Of the German workforce, half are 

employed as administrative staff, while directly employed bank sales personnel made up 

approximately the other 50%. In addition to the directly employed sales force, BankPro is present 

with its service offerings in nearly all of over 1000 cooperative banks. In 2008, BankPro had over 6 

million customers with a current contract base amounting to more than EUR 200 billion.  In 2008, 

for example, BankPro generated new contracts worth over EUR 46 billion which can be divided 

into three individual financial service categories, making BankPro the market leader and largest 

home savings bank in Germany. The largest category constitutes home-saving contracts, in which 

customers can take advantage of a government-supported combination of savings and loan options. 

During an initial period of the home savings service, the customer saves an individually defined 

amount of credit, which is supplemented in a second period by a loan provided to the customer by 

BankPro. In this category, BankPro generated EUR 8.6 billion in 2008. The second largest service 

category concerns regular loan options, mostly without a prior saving period. In this category, 

BankPro generated EUR 6 billion in 2008. Finally, in the third category, BankPro offers its clients 

“additional provisionary services”, which includes providing additional financial services, such as 

investment fonds and other specific loan options of other financial service organizations. According 

to the general management of BankPro, 2008 was the most successful year in the company’s history 

in terms of sales.  
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4.1.2 External Context 

BankPro as a home savings bank was observed to be positioned in a market with a considerable 

degree of institutional regulations. On the one hand, BankPro needed to adhere to the prevailing 

regulations for the general banking sector (BaFiN – laws and regulations) whereas, on the other 

hand, BankPro’s operations have been subjected to additional regulations by a special law, the so-

called the “Home Loan Bank Act”. This legal framework regulates aspects such as the nature of 

home saving banks, their permitted business activities, as well as how home saving banks are 

allowed to invest the savings of their customers. In principle, it can be argued that this “law for 

home saving banks” limits the action radius of such banks to a greater degree than conventional 

retail banks are normally regulated.  

 

Yet, while such regulatory aspects play a major role as regards the business activities of such 

specialized retail banks in Germany and other countries, these idiosyncratic characteristics also 

offered opportunities to BankPro. In particular, these increased regulations shielded BankPro from a 

negative impact of the financial turmoil in 2008 and the following year. Due to the fact that 

BankPro as a specialized retail bank had to adhere to several limitations, it was not permitted to 

invest its customers’ savings in the same way as regular commercial banks had done in the past 

years. In particular, BankPro was only permitted to re-invest its customer savings in ways which 

were regarded as highly conservative, leading to the bank not being overly affected by the financial 

crisis. In fact, due to the conservative investment strategy, many customers were additionally 

attracted, which led to one of the bank’s historically highest surpluses in 2008. Induced by these 

profitability gains during the financial crisis, BankPro could advance its market leader position in 

the German market. “The business of [BankPro] boomed during the financial crisis. While the 

German citizens fled massively away from stocks, [BankPro] achieved in the last year [2008] with 

Euro 32 billion the highest sales from new clients in its history.” (Translated from www.welt.de: 

20.01.2009)  

 

However, the competitive context of BankPro remained as competitive as in prior times because 

many competitors of the bank had also been obliged to pursue a conservative investment strategy, 

leading to a generally low impact of the financial crisis in the whole sector of these specialized 

retail banks. Further, although BankPro has been market leader in its market segments for many 

years, its position was constantly challenged by other retail banks. “We have a comfortable 

position, but we have to remain highly cautious to ensure that we not only defend our market 
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position but continue winning market shares. We have a defined goal of 30% market share; now we 

have achieved 29.4%, so we still have to do a little bit. And once we have achieved 30%, then we 

will certainly have a new goal.” (Head of Service Development, 306:307) 

 

4.1.3 Internal Organization of New Service Development: 

 

Organization of New Service Development 

At BankPro, the development of new services has been organized in a defined development process 

and has its origins in an effort in 2000/2001 to fundamentally revisit and redesign the processes and 

activities implemented in the marketing department of BankPro. At that time, challenges frequently 

arose due to the fact that the product lines pursued by BankPro were organized in separate 

departments dedicated to either home purchase savings, home financing loans, and additional 

provisionary services. This departmental structure was observed by interviewees to create certain 

challenges, as the independently led product lines created conflicts regarding overarching interests. 

Frequent tensions and the individual goals of the various product lines were hindering the 

achievement of the firm’s overall goal. Due to this lack of parsimony and common goals, BankPro 

revisited its organizational structure and, starting from a re-engineering effort in 2000/2001, an 

organizational structure was envisioned which was not based on product lines, but rather on 

processes. The first institutionalized overarching marketing process had been CRM
8
-based data 

warehouse management, since marketing was not capable ofresponding to the general market trend 

in retail banking to market its services through customer relationship management oriented 

procedures. Resulting from this change project introducing CRM-based data warehouses and 

marketing strategies into the marketing division, two years later (2003/2004) BankPro adopted the 

highly successful process-oriented project management structure based on this first project.  

 

This project management process strategy was based on institutionalized project meetings which 

included the introduction of novel project communication strategies. This resulted in fixed briefing 

and de-briefing project information processes in order to increase the overall speed of these 

marketing activities. Apart from improving the flow of information, this briefing-debriefing project 

management organization in which formal internal clients and internal service providers were being 

held more explicitly accountable, was also transferred in a third step to the internal marketing 

                                                 

8
 Customer Relationship Management 
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agency ( “advertising” department). At the same time, this project management approach was 

designed to function identically, regardless of whether it was pursued in brand management or in 

advertising, which is also reflected in the fact that all documents referring to “briefing & de-

briefing” which were designed for the information flow practices look exactly the same in all the 

active projects at BankPro.  

 

After this process oriented project management approach had been successfully implemented in 

these two departments, it was finally also applied to the activities residing at the product 

management department in 2007. However, this was done by way of designing a formal product 

development process which, at first, was realized by separating the three product lines into 

specialized departments for each product line. Finally, in 2008, these three sub-departments were 

consolidated into one large product management department, headed by a single product 

management leader. Through this re-design of their marketing activities, all the sub-departments 

began to work according to the same rules and overall time-to-market, and decision making within 

the development activities was considerably improved, especially regarding the collaboration 

between product development and the other two marketing departments, brand management and 

advertising. However, although the governing mechanisms of the product management activities at 

BankPro changed considerably, the internal staff did not change. In fact, it was reported that the 

core team made up of product development and management remained stable for several years, 

leading to an incremental but continuous increase of internal know-how and expertise.  

 

Hence, both at the time of data collection and now activities for developing new services are carried 

out in the marketing division of BankPro, namely  in the product management sub-unit as well as in 

three other marketing subunits: brand-management, customer base, and advertising (an internal 

marketing agency). “A total of 120 people are employed in marketing. Brand management includes 

core brand management, mass communication such as the company’s general webpage and 

magazines, and market research, including competition reports and trend research. The customer 

base subunit is responsible for direct marketing, customer relationship management, and new 

customer acquisition via lead management approaches, as wellas the management of the sales 

support IT systems for the sales force. The third sub-unit, advertising, deals with the translation of 

developed concepts into communication strategies, such as the design of brochures, point of sale 

equipment, interior design elements, give-aways, catalogs and so forth.” (Division Manager 3:1)  
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Finally, at the time of data collection, the product management subunit occupied 30 employees 

dedicated to the management, maintenance, and development of existing and new service offerings. 

In general, the product management department was divided into two broad task categories, i.e. 

market managers and product developers. On the one hand, the market managers were responsible 

for the definition of target groups, for customer response, and the steering of other marketing 

departments. In addition, the market managers briefed the other departments on activities in 

advertisements, online marketing, communications to sales force and banks, client mailings, and 

prospects. On the other hand, the product developers worked according to a defined product 

development process. The product developers were highly specialized people who were 

experienced in ideating, conceptualizing and developing new financial services. This personnel also 

held responsible for the respective development projects in which specialists from different 

departments worked together in order to bring new ideas to reality. Apart from this, while the 

market managers were constantly in touch with other BankPro departments as well as with the 

operational sales force, product development activities were protected from daily operations to 

ensure they would not be overly influenced by short term trends and demands.  

“Due to the fact that three different product lines are in operation at BankPro, employees from both 

market management and product development specialize in one of the three product lines. However, 

due to the fact that in the third product line “additional provisionary services” products are being 

sourced from third-party financial service providers, product development staff has only been 

established in the two major categories, home purchase savings, and home financing loans. For this 

reason, both market managers and product developers are active in two of the three product lines.” 

(Interview Department Head- 2:2) 

 

In addition, BankPro established a decision board in order to supervise, evaluate progress, and 

decide upon resources and further support of ongoing development projects. This board, called 

“PECO”, supervised all development projects and was led by the director of the marketing division, 

accompanied by the head of product management. Additionally, at least one, but frequently two or 

all three members of the executive board of BankPro were present. These members met with project 

and project stage-specific experts every six weeks.  

“PECO functions according to its own formal rules and regulations. It was established due to the, 

at times considerable, time lags experienced when trying to schedule product development-related 

topics in the agendas of the executive board and hence serves the purpose of concentrating 

activities andcreating a specific forum for service development at BankPro, in order to shorten 
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decision cycles and thus increase the time to market of the development projects.” (Interview 

Divisional Manager Marketing, 75:95) 

 

The Official Development Process 

For two years, the service development activities have been guided by a formal service 

development process in which the service development teams report to an institutionalized 

executive committee and work according to a five-stage development process. Each development 

project starts with the generation of ideas in order to collect thoughts on which services could add 

value to the existing service portfolio at BankPro. On average, BankPro reported having collected 

100 ideas each year from sources such as direct customers, collaborating retail bank outlets, their 

own sales staff, internally employed personnel, the executive board, as well as ideas directly 

envisioned by the service development staff. In addition to these sources, which on average sum up 

to less than five ideas being finally implemented, potential service ideas also are being sourced from 

politics, and general market trends acquired by conducting continuous market research activities.  

 

Starting from this pool of ideas, the service development staff analyzed the viability of available 

ideas, constituting the first stage of the service development process, called “Pre-Analysis/ Draft 

Concept”. Within this project stage, service developers discuss their thoughts with fellow 

colleagues and create a first draft of a service concept to be presented to a specialized service 

development process committee made up of divisional managers and members of the executive 

board (the PECO committee referred to above). Preceding this presentation in which the decision is 

usually taken as to whether to follow up this idea or discard it, or put it “on hold”, respectively, the 

service development process definition has put necessary pre-conditional work packages in place 

which have to be completed upon presentation at the first PECO meeting. Among these are the 

description of the anticipated future service offering (product development department), 

communication of the idea to other departments which may become involved in the anticipated 

project (product development department), pre-evaluation concerning general relevance to 

BankPro’s business activities (controlling), identification of market potential (market research 

department), processing analysis (sales department), involvement of IT systems (procurement & 

technology departments), consequences for service delivery process, i.e. sales process (customer 

procurement department), preliminary revenue calculation (controlling department), informing the 

finance department, planning of involvement of  revision & legal departments, and calculation of 

how the service idea could affect other financial service concepts (collective-management 

department).  
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Of these activities, in particular the evaluation of the plans to develop a new service by other 

possibly affected departments should be noted. This information process includes, but is not limited 

to, a specific document being sent to these departments so as to not only “brief” them of future 

plans; additionally, this activity includes a formalized feedback process in which each department 

that may be involved in the future has to “de-brief” the product development department about their 

evaluation of the viability of the planned project. In sum, 10 departments have to send this feedback 

to the product development department. The formal character of this briefing and de-briefing in 

such an early phase of the development process may, at least partially, have been induced by the 

fact that banks such as BankPro are forced by law to engage in certain risk management practices. 

In general, this entails every financial service organization in Germany having to adhere to certain 

risk management strategies set up by the German “Bundesbank”. This has resulted in specific 

evaluation activities which, at least at BankPro, are conducted within the scope of the briefing and 

de-briefing process explained above. Besides general feedback about the benefits of the service idea 

for BankPro, criteria also have to be filled out for ascertaining whether the anticipated product 

fulfils the following criteria: 

 

 

 

Based on this evaluation, the final assessment concerns the definition of the project as concerned 

with the development of either a “new product”, “product variant”, “new business model”, “new 

market”, “new sales channel”, or several of these at once.  

 

In addition, questions regarding legal and operational risks need to be assessed and a final “overall” 

evaluation of the planned project has to be delivered by each department. One consequence of this 

The anticipated service can be developed: (yes or no answers) 

• with the existing know-How  

• via the currently deployed processes 

• with current operating-instructions 

• with current technical equipment 

• with current accounting procedures 

• with the existing procedure for risk measurement, risk 

management, and risk monitoring 

 

Table 11: Pre-Evaluation Criteria for New Ideas at BankPro 
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evaluation procedure is the fact that, “all that goes into it [PECU-committee] is clearly committed 

to all departments” (Marketing Division Manager), thereby reducing overall time-consumption 

within these executive boards, as all parties involved know each other’s standpoint prior to the 

executive committee meeting. 

 

Once these numerous preceding steps have been accomplished, the project moves into the first 

official PECU committee meeting at which members of the executive board as well as middle 

managers decide, according to established rules and regulations, whether the project will receive 

formal support or not. The PECU committee was set in place in order to shorten decision cycles 

(before PECU, decisions had to be taken by the executive board, which took considerably more 

time due to time constraints). Every six weeks this committee meets, and each committee meeting 

involves discussion and evaluation of several topics related to new service development. However, 

not all decisions are taken by the PECU. Depending on the scope of the project under examination, 

decisions may be transferred to the executive board. Regardless of whether decisions have been 

taken by the PECU with or without the involvement of the executive board, the results of each 

PECU meeting are reported to the executive board on a regular basis.  

 

Upon approval of the first pre-draft of the new service development concept, the development 

project advances into the second step of the development process. This stage includes more detailed 

analyses related to the following aspects:  

 

 

 

 

After this detailed analyses which, due to the therein included market research activities, counts as 

the second most expensive stage of the process (after market introduction), the results of this 

• Detailed project plan 

• Strategy/Marketing concept 

• Specification of service concept 

• IT Processing 

• Market research (potential, sales forecast) 

• Clarification of legal constraints 

• Anticipation of accreditation procedure (BAFIN à  official German 

accreditation body for financial services) 

Table 12: In-Depth Analysis of Service Ideas at BankPro 
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detailed scrutinizing and conceptualizing of the service concept are again presented to the PECU 

executive committee who  take decisions on the further path to be followed. Once this stage-gate 

has been passed, the project moves into the realization stage, in which the responsible service 

developer hands over responsibility to a specialized market manager. However, the service 

developer remains in the team until the new service has been finally introduced to the market, as 

service developers are still responsible for supervising the IT programming needed to include the 

new service in the sales support systems. Notwithstanding this exception, the market manager 

assures that the service concept is operationalized in the form of appropriate marketing instruments 

such as internal and external training documents, websites, etc. If necessary, the project is again 

presented to executives, though this time not to the PECU committee, but directly to the executive 

board. Then a potential pilot test is envisaged in the formal development process at BankPro, in the 

course of which the service concept, the marketing mix, the procedures and the business plan 

behind the service concepts are subjected to pre-evaluation through market pilot tests prior to 

market launch. This stage has, however, not been practised in the recently accomplished 

development projects. Finally, the new service is introduced to the market, entailing a constant cost-

income ratio andsales analysis, as well as the identification of potential improvement opportunities. 

The following exhibit summarizes these stages of the BankPro innovation process. 
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Exhibit 17: BankPro Innovation Process 

4.1.4 Observed Service Development Projects 

At BankPro, several innovation projects could be reviewed prior to deciding which project the in-

depth investigation would focus on. As this research aimed at illuminating both radical and 

incremental service innovations, one radical and one incremental innovation project was chosen to 

be analyzed in depth. Additionally, the selection was based on whether the new service had already 

been launched on the market or whether the development was still active. In consequence, both 

projects presented here were still ongoing when data collection started.  

 

Wohnriester 

The first project observed during the initial period of the longitudinal research conducted at 

BankPro originated from a governmental act, resulting in the opportunity for German citizens to 

add real estate property used for personal living purposes to their personal and fiscally supported 

private retirement plan. After considerable evaluation and discussion periods, the project was 

formally set up in July 2007 and was initiated immediately after the German government officially 

announced it would start thinking about supporting personally used real estate as an accepted 

pathway for saving for later retirement. As it was thought that other retail banks dedicated to home 
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loan savings would also soon become aware of this change in the legal framework of home loan 

business, BankPro put a lot of emphasis on being the first to develop financial services focused on 

exploiting this new market opportunity.  

 

This development project was set up as a priority in BankPro’s development portfolio because of 

the awareness that other competitors would also be trying to develop similar services to exploit this 

opportunity. Altogether over two million euros were invested in this project, involving one full time 

project leader and the constant involvement of nearly all departments at BankPro. The Wohnriester 

project defined two escalations, resulting in a first financial service offering finalized in November 

2008, and a second introduced to the market in January 2009. The overall development time totalled 

1.5 years caused, among other things, by the necessity to conceptualize and develop from scratch 

totally new internal processing mechanisms. In addition, novel sales approaches were called for as 

the legal changes facilitating the development of this new service did not permit building on already 

existing procedures and knowledge. Instead, the development team as well as the sales personnel 

had to create a new understanding of how this opportunity might be transferred to a new service and 

how this service could be marketed and explained to the customer. “And this constitutes a real 

challenge: To transfer a completely new product, with totally new systems, into the mindsets” 

(Product Developer, 306:306) 

 

 

Online Business 

At the end of data collection in 2009, the Online Business project had not yet been introduced to the 

market. The project consisted of various sub-projects which were designed to be launched on a one-

by-one basis. Consequently, several small developments were pursued within the project, all 

directed at broadening the online business segment of BankPro. “And I estimate that we will 

approach this topic on a step-by-step basis”. (Marketing, 6:26) The sub-project with the closest 

launch date constituted the integration of BankPro’s online banking information into a larger online 

banking tool which grouped all partners of a major bank association together. With this tool, 

customers were thus to receive a holistic overview of their financial activities and relationships with 

the bank association’s members. Other sub-projects constituted new service offerings, tailored 

directly to the specific circumstances of online business. In this case, concepts were envisaged 

which focused on simplified services which could be understood without consulting a financial 

sales representative. “We will grow into this in an organic way. There will not be the big shot 

immediately, […] to optimize the online contract information for the client that would be the first 
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step. […] The second step would be to intropduce an eyecatcher in order to offer a calculation tool. 

Well that is considerably, really considerably in advance of the online-contract [service offering]. 

(Lawyer, BankPro, 2:7).  

 

 

4.2 Project 1: Wohnriester 

4.2.1 The Development Process of the “Wohnriester Project” 

In 2007 and 2008, one of the major development projects at BankPro constituted “Wohnriester”, a 

project involving nearly all departments operating within the organization at the BankPro 

headquarters. Based on new legal regulations, BankPro strived for introducing a radically new 

service which would allow its clients to save funds for building real estate and – at the same time - 

using this saved capital at the same time as part of their personal retirement plans. Hence at the core 

of this service, considerable tax-advantages were envisaged to be made possible for BankPro’s 

clients.  

 

The project was started as a formal development project in July 2007, although the general topic of 

this service idea had already been observed by BankPro for a significant time. The initial impulse 

for starting the project therefore came from the political-legal apparatus of the German legislation 

body. In addition, BankPro feared being outrun by one of their main competitors. Reasons for this 

anticipation of their competitor’s future actions were based on the belief that XYZ (main 

competitor), which had missed taking advantage of another tax-supported service opportunity in 

2001, would now not forego this chance and would invest heavily in placing an appropriate product 

in the German market as soon as possible. (Head of Service Development) 

 

Induced by this anticipated competitor activity, the development staff at BankPro engaged in initial 

analyses of the service innovation opportunity; this corresponded to the activities defined in the first 

phase of the formal service development process explained above. The development project started 

with a core team consisting of one person from service development as the principal project leader, 

accompanied by middle managers from the legal department, collective management (i.e. financial 

accounting) department, and controlling. Besides the full-time dedication of the project manager 

from the service development department, the other parties also reported that this project required a 

considerably higher investment of time and dedication than other prior development projects had 
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ever required. These statements were identified in all collaborating departments, i.e. law, 

controlling, and collective management. The project started in July 2007, and with even heightened 

levels of commitment in the time span between January 2008 and January 2009. (Head of Service 

Development)  

 

Despite the novel character of this service involving the creation of totally new procedures, service 

delivery processes, and IT programming, the new service was not developed in all potentially 

feasible service variants; instead, only two core offers were developed due to limited resources. 

Indeed, as the team manager and supervisor of the project leader mentioned in one interview, it was 

the lack of sufficient numbers of people with the necessary skills which prevented this project from 

being developed in its full range of potential sales opportunities. Notwithstanding this resource 

scarcity, which at least partially limited the scope of the new service project, in the pre-evaluation 

phase of this project each of the involved departments delivered their evaluation of the project from 

their respective perspectives, which included legal, financial, marketing, and controlling oriented 

evaluations. (Head of Service Development) 

 

After initial evaluations had been made, and the first PECU meeting resulted in the decision to 

pursue this project, project members faced another challenge. Due to the fact that the foundation for 

this service was rooted in a change in the legal regulations of one related tax-supported retirement 

plan law, most of the project members could not readily understand the significance of the 

anticipated change in the legal system. This resulted in the fact that the legal department at BankPro 

moved into an even more important role within the development project. Lawyers at BankPro tried 

to analyze the anticipated change and explain the core impact of the affected laws on the 

development effort of BankPro to the other project members from marketing, controlling and 

financial accounting. Through their proactive interpretation of the law, project members from the 

other departments were capable of performing their parts and fulfilling their duties in the projects. 

This situation of dependence on the expertise and know-how of the legal department became even 

more aggravated when the project team noticed that the national body responsible for implementing 

and finalizing this legal change was not proceeding quickly enough, thereby delaying the 

development efforts. The team had to resort to basing their design of the service concept on a draft 

version of the legal concept. Induced by this inherent risk of developing a service concept on a 

foundation which might be subject to considerable change in the near future, the project team 

increased their collaboration with the legal department and met on a weekly basis over the course of 

several months in the first half of 2008. (Head of service development) 
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Behind this increased collaboration lay the motivation to be as close as possible to potential 

advancements made in the finalization of the legal framework and to be readily able to incorporate 

all new information available on the final version of the regulation act of the German central 

financial body. In this respect, the legal department played a vital role in analyzing developments 

made in the external legal context and translating it into the organization. This uncertainty induced 

by the non-reliable foundation of the service concept was already active in the pre-analysis phase of 

this project, and continued until the very end of the project.  

 

This was due to the fact that the final version of the legal regulation was published in July 2008, 

meaning that over 1.5 years of the total 2 years of development were based merely on the 

interpretations of BankPro’s legal department and pre-versions published by the regulatory body. 

The uncertainty at BankPro concerning the threat as to whether the designed service would 

correctly mirror the regulations made also continued after the final version of the policy was 

published. As is defined in the “realization” stage of the service development process of BankPro, 

each financial service has to be accredited by an specialized official body of the German regulatory 

mechanism. Once the final version had been published, BankPro submitted its service development 

concept to the accreditation body. However, the accreditation process was not finished until one day 

before market introduction of the service (01.11.2008) as certain corrections and adaptations were 

to be made on behalf of the official accreditation institution. Although BankPro received support 

from the general association of home saving loans retail banks in the form of an exemplary 

accreditation document which could partially be adopted for their own accreditation documents, 

communication between the financial accounting department (i.e. collective management) and the 

accreditation body was active until the day before the market introduction. This led to considerable 

difficulties in the preparation of documentation and advertising relevant to the marketing mix, as 

sections which had previously been accepted by the regulatory body were, in part, belatedly 

withdrawn and hence disturbed the production of important advertisement and contractual 

documents needed for the service delivery process. In one instance, ten days before market entry, 

the legal body informed BankPro of the withdrawal of a previously accepted description of the legal 

aspects on the part of the customer when purchasing this new service. Once this information was 

received by the collective management department, immediate communication to the product 

development manager was initiated, finally leading to a last-minute cancellation of a document of 

which many thousand were to be printed. (Head of service development) 
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In addition to this confusing communication between BankPro and the regulatory body, the 

communication within BankPro between the marketing and sales divisions was seen as a challenge. 

While at a certain stage the service concept was becoming more and more transparent for the 

marketing department, this knowledge about the potential of the new service as well as the details 

of how to consult with and sell this new service to the final customer raised considerable questions 

on the part of the sales staff. Due to the novelty of the service and the differences in the service 

delivery process (consulting process of the sales person in interaction with the client), the marketing 

department decided to collect the most prevalent questions from the sales staff and initially created 

an FAQ in order to concentrate and collect the experiences made regarding the information needed 

by the sales staff. This document originally contained around 10 questions, but these quickly rose to 

around 100 questions by January 2009.  

 

Finally, after the service had been introduced to the market, BankPro engaged in comparative 

analyses of other retail banks which had launched the service simultaneously and collected data on 

the design of the service in terms of concept, legal framework, and pricing in order to receive first 

feedback. In addition, first analyses were conducted in order to improve the initial design of the 

internal service processing structure. 

 

4.2.2 Performance of the Wohnriester Project 

In order to assess the performance of the Wohnriester project, an internal and an external 

perspective is being applied in this section. Firstly, the performance of the project in terms of the 

achievement of the internally defined project goals was analyzed, and in a second step the market 

performance of the project. As regards the internal performance of the Wohnriester project, I 

compared the milestone plan, which was communicated to the researcher in an earlier stage of the 

project, with the actual market launch of the new service in a later point in time. In addition, 

statements relating to the project performance in the data were coded. Concerning the external 

market performance, external documents such as electronic magazines and newspapers were 

reviewed in order to ascertain the reaction to the new service in the market. Moreover, statements 

made by the interviewees concerning the success of the project in the market were included in order 

to arrive at an overall evaluation of the success of the project. 

 

Regarding the project performance, an exact fit of the planned market launch milestone and the 

actual market introduction date was observed. It was planned for the service to be introduced on 1
st
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November 2008, as communicated by the PECU innovation board: “Yes marketing, the responsible 

for the product development process, requests a “go” from the product development committee 

[PeCu]… in order to start with the project. […] Officially it is then announced, “ok, interesting 

idea”, or, “we have to do this”, like Wohnriester, that was compulsory, “we have to be part of it, as 

a market leader, in November”.” (Controlling, 021:021). Indeed, this milestone was accomplished 

by BankPro as the head of service development stated: “It was very well received [by the market]. 

We started on 1
st
 November.” (Head of service development, 293:294). Besides the 

accomplishment of the internally defined time plan, the defined sales expectations were also 

achieved. “And overall, in sum, the latest figures I know are from the end of May, concerning the 

sold Riester products in terms of numbers and volume, we are on the level of our market share.” 

(Head of service development, 295:295) Hence, taken together, the Wohnriester project can be 

evaluated as a successful development. 

 

In addition to the evaluation against internal goals, the Wohnriester innovation was not only 

successful in the internally defined project goals and market expectations, external experts also 

evaluated the new service as superior in comparison to other, similar financial offerings. In mid-

2009 “Stiftung Warentest”, the largest German product testing organization, evaluated all existing 

financial offerings with features similar to the Wohnriester service offered by BankPro. After rating 

the different offerings, BankPro’s service took the first position among 8 specialized home loan 

saving banks and 20 other financial institutions offerings this kind of service. 

 

Finally, while BankPro had calculated with a total number of 50,000 contracts for the year 2009, by 

September 2009 70,000 contracts had already been signed, amounting to a more than 40% 

outperformance of the internally defined goals (article “die Welt”
9
). 

 

Taken altogether, the Wohnriester project accomplished the internally set goals in terms of time to 

market and surpassed the performance expectations by 40%. As the Wohnriester service was 

additionally rated as the best service among 28 other offerings, the overall performance rating of the 

project is very positive. The following exhibit summazizes this evaluations. 

 

 

                                                 

9
 URL: http://www.welt.de/finanzen/article5344264/Wie-Sie-mit-Wohn-Riester-zum-Eigenheim-kommen.html 
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Exhibit 18: Performance Wohnriester Project 

 

 

4.2.1 Degree of Newness 

As already described in the literature section, the assessment of the degree of newness is based on 

Gallouj & Weinstein’s (1997) theory of service innovation, in which they present different service 

dimensions. Depending on the magnitude of change in these dimensions, the authors define 

different degrees of newness for service innovations. Accordingly, the degree of newness here is 

likewise being assessed by the degree of change in the defined service dimensions, i.e. provider 

competencies, client competencies, and the technical characteristics of the service. 

 

To begin with, interviewees reported that, basically, all areas of the bank were affected during the 

development of the new service. “This [kind of service] is not yet on the market, has never existed 

in this way before, and as a result we have to illuminate all corners in ourorganization and have to 

see where this project or this product will have consequences.” (Product developer, project leader,, 

46-46).  

In a similar vein: “It started approximately last summer, in June, July 2007; and then with high 

pressure from the start of this year. This is a project which encompasses the whole company, all the 

divisions that have anything to do with home loan savings, also the subsidiaries which are doing the 

IT deployment, …  are affected, involved, and in all project meetings and on all the steering boards 

and PeCo’s we also have to report to the board of directors.” (Product developer, project leader, 

40-42). 
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More specifically, as regards the technical characteristics of the service, especially the algorithms 

for calculating and operating the new service within the processes and mathematical models at 

BankPro had to be newly developed. This became evident in the fact that prior to the Wohnriester 

service BankPro operated six distinct services focused on home loan savings. With the Wohnriester 

project, a seventh, much more complex, service was added which demanded a redesign of the 

understanding of classic home loan savings services, as the new service was also eligible to be used 

as part of clients’ retirement plans and hence had a many times larger time horizon for both the 

bank and the customer. Due to this, as well as other characteristics of the service, new procedures 

needed to be added to the back-office organization within BankPro. “Wohnriester has to be 

regarded as being separate [to the other services]. It has completely distinct aspects. And this is of 

course particularly laborious for us, ...” (Mathematician, 41:41). Besides the mathematician in 

charge of the calculation logic for the Wohnriester service, the project leader of the Wohnriester 

development project also argued: “Wohnriester is a completely new product, completely new 

processing, approach, topic. All the parties involved have first had to look into the draft of the law 

in order to understand what will be [tax] subsidised. And this constitutes the real challenge: To 

transfer a completely new product, with totally new systems, into the mindsets.” (Project leader 

Wohnriester, 306:306). 

Consequently, as exemplified in the above quotes, internal procedures, algorithms and IT systems 

had to be newly designed in order to allow for the deployment of the new service. As result, the 

degree of change in the technical characteristics of BankPro was considerable. 

 

As regards provider competences, here too, considerable changes to the existing set of competences 

were needed in order to become capable of delivering the Wohnriester project. More specifically, 

the sales force needed to understand and learn the distinct characteristics of the Wohnriester service. 

One interviewee in marketing argued: “This [the training of sales representatives] took some time, 

but I think this is legitimate for a new product of such complexity. And that was the challenge with 

this product; to make it clear to the sales representatives that it was not a complicated construction, 

but that it was actually an attractive product for the client.” (Project manager marketing, 735:735). 

In a similar vein, the head of service development stated: “Well, I think the main aspect was that the 

whole product family [Wohnriester] is relatively complicated, so simply needed to be explained 

because of the tax support. And due to this, the sales representatives and banks had to be very well 

prepared. And this simply took time.” (Head of service development, 313-315)  
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Hence, sales representatives had to add to their existing competences a new ability, namely to 

explain this new service to the client. As reported by various experts inside BankPro, this new 

service did not merely demand an update of already existing competencies, but sales representatives 

had to start from the beginning, as the novel characteristics of the service were unrelated to prior 

financial services offered by the bank. All in all, data suggests that the service dimension of 

“provider competencies” was made up of several novel elements that had to be included. 

 

Finally, the degree of change within the client competencies was also analyzed. In this case, the 

degree of change in terms of introducing novel elements into the client-provider relationship was 

present, especially due to the long life-span of the new Wohnriester service. The novel service 

comprised the opportunity for clients to save money for the later purchase of real estate with the 

additional option of a fixed-interest-rate loan. This characteristic already existed in similar BankPro 

services. Yet what changed the interaction with the client was the additional feature that the very 

same financial product could also be used for personal retirement plans.“We sell it with the aim [for 

the customer] to purchase real estate, but he could also take it for generating a pension. If he says 

he does not want to buy a home, then he stays [with BankPro] until he retires. If he says he wants to 

buy a home and later says he does not want this any more. […], then he stays with us until 68, or 

until he retires. With this plan we have a very long customer retention… .” (Mathematician, 41:41) 

As a result of this, the relationship with the client was considerably extended and offered the client 

novel ways to interact with BankPro, as the client would be free to decide on the purpose he/she 

intended to  use the Wohnriester service. This decision could be taken at any point in time during 

the customer’s entire life-span, and resulted in novel routines, within BankPro as well, to respond to 

these future interactions. Hence, in a way, the clients’ capabilities were altered, too, as the client 

obtained new choices and new options for interacting with his financial service provider over time.  

 

Taken together, several novel elements were added to the set of technical characteristics, to the 

provider competencies, as well as to the client competencies. According to Gallouj & Weinstein’s 

(1997) definition of innovation types, radical innovations necessitate a complete re-design of all 

elements of a service. From this, it ensues that for a radical innovation no elements may be used 

which already existed before. Since the majority, yet not all, elements of each dimension were 

changed within the Wohnriester project, it is argued that the Wohnriester project may still be called 

a radical innovation, though not located at the very extreme of the incremental-radical continuum. It 

is positioned more within the domain of radical innovation because too many elements were 
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exchanged to constitute an incremental innovation. The following graph depicts the position of the 

Wohnriester project on a continuum from improvement to radical innovation. 

 

 

Exhibit 19: Degree of Newness Wohnriester 

 

 

4.2.2 The Absorption Process during the “Wohnriester” Project 

4.2.2.1 Recognizing the Value / Identification 

Within the innovation project carried out at BankPro, the external learning process started with the 

identification of an upcoming legal change by the experts residing at a financial association 

withwhich BankPro was affiliated. This association issued statements about the general importance 

of the upcoming legal change to the affiliated retail banks, as considerable opportunities could arise. 

In fact, this association observed, on a continual basis the the banking industry in order to be able to 

respond quickly to upcoming changes. 

 

One reason for this was the fact that the specialized retail banks affiliated to this association were 

particularly susceptible to being affected by legal change, as their business models are partly based 

on tax-related opportunities for their clients. Through the association’s recommendations to its 

members to focus on the potential legal change, BankPro gave this topic priority on its annual 

agenda, and initialized a project in the product management department. “If you take the project 
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Wohnriester, this was simply the political side, the legislator….the legal story was the 

driver…namely that the self-used real estate is to be considered as a retirement arrangement. This 

we did not want to miss” (Product developer A, 1:110) 

 

After top management had decided, together with product management and marketing, that this 

opportunity was to be considered as strategically important, the Wohnriester project was formally 

started in summer 2007 and became a major development project throughout 2008 until it was 

launched in two service product offerings in November 2008 and in January 2009.  

 

At the beginning of the project, the development team consisted of members from different 

departments and with various professional backgrounds. The project leader appointed was a product 

developer from the main development department – which again was located in the marketing 

department -  as well as one market manager from the general marketing division, and experienced 

personnel from financial accounting, legal, and controlling were continuously collaborating with the 

project leader over the course of the project.  

 

After this initial external trigger for the development of a new service was received by BankPro, 

information on the prospective legal change was collected by the project team led by internal 

lawyers employed directly by BankPro. As the legal change was affecting all banks offering 

specific home-loan financial services, the impact and urgency of this change for the bank was clear 

to the project members. “…we could not let the market be taken over by our competitors just like 

that” (Product developer 1:110) 

 

As the magnitude of change became evident through the identification of the upcoming legal 

change, further activities for starting a new service development project were initated, also resulting 

in the further acquisition of other information, not directly related to the legal consequences. As this 

change offered BankPro significantly altered opportunities for market penetration , this information 

also sparked interest in learning more about how such change could response to customer needs. In 

consequence, the information relating to the upcoming legal change also initiated the absorption of 

external market information in order to learn more about potential new opportunities. “And market 

research was, of course, also involved. In that way we then noticed that there was something going 

on, something that had major implications for us and then the question was: when do we start…?” 

(Marketing expert, 37:37) 
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4.2.2.2 Acquisition 

However, after creating this high awareness of the importance of looking for external information 

related to the legal change, project members needed to engage in new ways of information 

collection in order to better understand the nature and scope of the legal change. In earlier 

development projects, the legal department was accustomed to supporting service development 

projects by establishing the legal foundation of the financial services based on a given set of various 

laws, including civil law, laws on business terms and conditions, among others. “Normally it is the 

case that I have a law text, for example …., this is the fundamental basis for us, and then we have 

the other laws, …, and most of it happens in this field.” (Lawyer, BankPro, 26:1) 

 

In the case of the development project observed here, however, information acquisition differed 

from the standard approach to new service development at BankPro. At BankPro the prospective 

change in the legal framework and the resulting opportunities for the firm were regarded as unique 

and demanded new ways of information acquisition. “This was something which would never come 

again”. (Lawyer, BankPro, 26:1) Due to this, the legal department needed to accompany the 

progress made at the national governing body in a parallel manner in order to assure that BankPro 

could react as quickly as possible so as not to face the threat of other competitors, who would also 

be affected by the change, would introduce a new financial service earlier than BankPro. 

“Wohnriester has absolute priority, also because our other competitors are forcing this extremely 

and in this respect we do not want to be last and say that we do not have a product ready on 1
st
 

November. If you want Wohnriester, then go to XY [competitor]. As a market leader, we have to 

avoid this.” (Product developer, project leader, 106:106). 

 

Due to this urgency, specialized project members started to look for early information on the 

prospective law and acquired draft versions of the law. In more detail, experts from law and from 

financial mathematics, which form own departments at BankPro, worked together on these 

information acquisition activities. “There existed many different drafts [of the law]. There we were 

involved especially with regard to financial-mathematical issues […] We work very intensively 

together with the legal department (Financial accounting department team leader, 20:20) 

 

In addition, the ambiguity of the information accessible by BankPro was considerably high, as 

various drafts were produced by the national ministry on a frequent basis. This led to the situation 

that the project members at BankPro could not know with certainty whether the information they 

collected would suffice as a stable foundation for advancing the overall design of the new financial 
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service based on this. “Due to the fact that the legislator was, firstly, not in agreement as regards 

all the parts, and whether they wanted “Wohnriester” at all, and then fixed this in a formal law 

relatively late, in July this year [2008], we were working on the product development and making 

conceptual thoughts the whole time between summer last year and July this year, on a subject 

which tomorrow could be non-existent. If the legislator had said we would not do it in this 

legislation period, then we would have invested one year of effort which would not have achieved 

anything” (Product developer, project leader, 1:155).  

 

The last quote also illuminates the time-span during which BankPro acquired information. Although 

externally oriented learning efforts started at the very beginning of the project, externally directed 

learning activities needed to be maintained throughout more than two-thirds of the whole 

development period. During this time, the legaldepartment involved in the project searched 

continuously for new information outside BankPro in order to integrate potential advancements in 

the definition of the law in the project as well as to learn about the interpretations of other interest 

groups in the bank industry concerning the impact of the legal change on services that were also 

offered by BankPro. The acquisition process carried out by the lawyers at BankPro was both direct 

and indirect. The legal department at BankPro communicated directly with lawyers residing at the 

external bank association and, in addition, a formal lobbyist reported to the head of the legal 

department in order to advise him of trends and progress within the legislation apparatus. “Mr X 

[the lobbyist] is also very important in order to find out things that are written “between the lines”. 

When we receive such a law draft, you do not always know exactly why this one has been created. 

And this is very important, to receive additional information which sometimes illuminates why 

something was done the way it was done.” (Lawyer, 21:21) 

 

In addition to these activities, the responsible product developer acquired ready developed forms 

and documentation about a similar legal change by which one of BankPro’s partner organizations 

was affected. Through internal networks, the product developer contacted colleagues who were 

working on a separate product line (additional financial services) which managed externally sourced 

financial products. As a result of the close collaboration by this segment with a partner organization 

which was affected by a legal change in earlier years, the product developer received valuable 

documents through his internal contacts on how this partner organization accomplished certain 

development activities which were also needed at BankPro. Consequently, BankPro was able to 

acquire external knowledge which saved the team from having to develop again certain aspects 

which had already been developed by others for similar purposes. “Especially in relation to 
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Wohnriester, company CV had already created know-how, because this legal issue has in principle 

existed since 2001. They are also market leaders in their market. And there are certain issues in 

which we tried via our colleagues in the third product division, our contacts who were being 

approached through our department head Mr. OO, to get information so as not to “re-invent the 

wheel”. In this case, we resorted to their know-how and competence.” (Product developer, Project 

leader, 351:351). In addition, this partner organization was also actively developing new financial 

services related to the very same legal change which had triggered BankPro’s development 

activities, and BankPro considered them very fast and reactive to these current changes, inducing an 

additional information exchange related not only to to former legal changes, but also to the recent 

one. “But it was just that when nothing [related to the legal change] was fixed yet and when 

nothing was transparent yet, they had also had with this and had asked themselves what it meant 

for them. And it had quickly become evident that it was a new opportunity, a new market, with a 

product which they did not have in their portfolio.” (Product developer, project leader, 392:392) 

 

Finally, in a standard procedure, the development project was supported by in-depth market 

research activities in order to reveal the market potential of the prospective service and, in addition, 

to define what product characteristics would be the most important to potential customers. In this 

respect, an additional influx of new information was triggered by classi market research 

activities.Tthis acquisition of market information was, however, not only done at the beginning of 

the project, when various scenarios were being calculated in order to gain insight into the potential 

performance of the product and make certain assumptions with regard to the level of the interest 

rates. After the product had been launched in November 2008, various departments which were 

collaborating on the development of the new service gathered information on how BankPro’s direct 

competitors interpreted and calculated certain aspects related to the legal change. For instance, the 

financial-mathematics department as well as the marketing department collected existing and freely 

available contracts from which they could extract information revealing how others interpreted the 

law.  

 

This information acquisition process on the part of marketing was different to the information 

needed regarding the legal change. A formalized, regular process which was carried out once a year 

within BankPro was used to acquire such information. In more detail, the financial mathematics 

department was assigned each year to collect information about different tariffs and options offered 

by competitors of BankPro. In the process, an additional effort was made to collect contracts 

entered into by each competitor which had introduced products based on the legal change. “Well, 
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once a year we collect the tariffs issued by all the other home loan savings retail banks; that is a 

totally regular process internally. And of course, on November 01, we collected all the Wohnriester 

contracts. These were analyzed and evaluated.” (Financial mathematician, 141:143). The results of 

this search on how competitors approached the new legal change, and how their designed services 

differed from BankPro’s services, is shown in the following table. 

 

 

 

Table 13: Competitor Analysis (internal document) of BankPro 

 

In addition to the competitor analyses, customer preferences were also sourced by conducting 

inquiries at the customer level. Such information was used in order to ascertain what market 

opportunities could emerge from potential new services which would respond to the legal change. 

Yet, due to the already described uncertainty of the legislation process, different target groups 

needed to be illuminated in order to assure that sufficient market knowledge from diverse sets of 

potential target groups would be available in order to respond in time. “We always had an immense 
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degree of uncertainty in this topic, because the drafting of the new law took a long time and was 

only finalized very late. As a result, we never knew exactly how, for example, young people would 

benefit” (Marketing expert, 107:107) 

 

Hence, similar to the acquisition of legal information, market information was gathered several 

times a year. On the one hand, this was due to the constantly changing legal foundation for the new 

service, as described above, whereas, on the other hand, a concurrent acquisition of market 

information was necessary in order to comply with the progress of the service development. While 

in the first stages of the innovation process rather exploratory information was sourced in order to 

identify customer needs and market niches, in the later phase feedback was sought after in order to 

ascertain whether the developed service concept would be favoured by BankPro’s clients. One such 

regular feedback mechanism during later stages of any development process are constituted by so 

called “Roadshows” at which the BankPro sales personnel are invited to comment on new services. 

“In fact  I do a so called “Roadshow” twice a year at which I see all the managers of the BankPro 

sales force.” (Head of service development, 187:187) In addition, senior management of the 

product development unit invite sales representatives and directors of affiliated retail banks to 

several events a year. As these banks constitute the business clients for BankPro, in order to sell the 

newly developed services to the final customer, their feedback is reported as highly important in 

order to receive feedback on the marketability of newly conceptualized services. “Then between me 

and my superior we invited all the banks in Germany to bank forums…. And about 70% of the 

[affiliated] banks came. And we presented a topic… the discussion is not so easy there, but 

nevertheless you can get feedback on how things are accepted there.” (Head of service 

development, 189:189) 

 

4.2.2.3 Transformation  

As shown above, BankPro engaged in various ways of acquiring external information for their 

development project. Yet, these different methods varied considerably depending on the degree to 

which this knowledge needed to be integrated in the project’s existing areas of expertise, reflected 

by the many experts in the various departments involved in this project. In addition, it was observed 

that several integration activities occurred at different stages of the development project, or re-

appeared when the project moved from the project level to the market, i.e. the integration of the new 

product in BankPro’s portfolio and training of the sales staff who needed to exploit the new product 

in the market. In addition, it was observed that prior to the translation of external technical 
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information, the internal knowledge base itself needed to be transformed in order to allow the novel 

information to be fully understood. Such internal updating of the various expertise areas was, 

however, not observed during the absorption of market information. 

 

To begin with, a considerable challenge with respect to the integration of external information into 

the development project was observed to be related to technical information on the upcoming legal 

changes. Due to the very specific legal and financial-mathematic information, only experts from 

financial mathematics and law could make use of the information. Although the legal department at 

BankPro generally did understand the underlying rationale of newly available knowledge on the 

legal change, the lawyers needed to adapt to the knowledge influx with regard to their own areas of 

expertise. As the law was opening to BankPro a new market where new services could be launched, 

this also resulted in the necessity for the legal experts to start learning about novel legal domains 

which had not been relevant to their previous daily work or prior development projects. “This [the 

legal change] was an extremely complex issue. … Because up till then, home savings loans were 

aimed solely at financing private real estate. And then, in order to get into the tax privileged 

situation, we hade to represent a life-long retirement plan in the contract. And this was, naturally, 

virgin soil for us. And in this respect we had to deal with topics which had no relation to what I 

usually did.” [Lawyer, 333-339) 

 

Once the expertise areas of these experts had been transformed, the translation of the novel 

information followed. Here, mathematicians and lawyers at BankPro collaborated with each other 

and, in sync, tried to find a common way to interpret and make sense of the information provided.  

“In this case [Wohnriester] it was so that we had a relatively small group, particularly of lawyers, 

who had to interpret the legal texts and everything. And they translated the law texts for us as a 

mutual exchange so that we could deduce all this information for our daily work; like, ok, this has 

to be understood that way, and that has to be understood another way.” (Product developer, project 

leader, (310:312) 

 

As the above quote shows, the project members involved in the development of the new service 

were dependent on the expertise provided by internal lawyers, but not only the non-experts on legal 

texts had difficulties integrating the information into the development project. The internal lawyers 

and collaborating members from the financial mathematics department also faced considerable 

difficulties in understanding and making sense of the information available. “This [the legal 

change] was an extremely complex issue. ….  Because up till then, home savings loans were aimed 
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solely at financing private real estate. And then, in order to get into the tax privileged situation, we 

hade to represent a life-long retirement plan in the contract. And this was, naturally, virgin soil for 

us. And in this respect we had to deal with topics which had no relation to what I usually did.”  

[Lawyer, 333-339) This interpretation was, however, also not done solely by the legal department at 

BankPro, but in collaboration with the financial-mathematical department. “The law can be 

interpreted in many ways, and especially now. There were different drafts, where we made 

statements, then we were asked about the legal aspects, but also with regard to legal-accounting 

matters. …. We always work very closely together with the legal department.” (Financial 

mathematician, 24:1) 

 

Interestingly, experts in law and financial mathematics mentioned, separately from each other, that 

their translation of the legal information into information retrievable for non-experts was facilitated 

by the cross-expertise which other project members showed during this project. In more detail, both 

experts from different backgrounds mentioned that other project members’ general expertise also 

included also certain knowledge about the financial-mathematical or legal context which 

subsequently helped them to explain and translate the highly specific information to the other 

project members. “I really have to say that Person X [financial mathematician] or also Person Y 

[product developer] have a relatively good understanding of legal issues…. It is very important that 

such an understanding is developing and that people who work on the product also have a certain, 

not necessarily in-depth, basic understanding in order to be able to evaluate…. This facilitates the 

collaboration. Then you do not have to start at Pontius Pilatus all over again, ….You can explain 

things and they say, yes I understand.” (Lawyer, 75:77) 

 

However, the integration of information relative to the legal change was still not finished after a 

short time. In fact, all the project members, and in particular the product developer, the financial 

mathematician and the lawyer, needed to acquire and integrate such external information over the 

course of one year, more specifically between summer 2007 and July 2008. At times, this included 

meetings with all participants on a weekly basis in order to interpret what the recent changes in the 

legal frame of the new product would mean for its future design. “This circle met on a permanent 

basis, weekly, ok?” (Product developer, 1:155) 

 

 This intense integration effort within the development project was also reflected by the general 

intensity with which the project was being pursued in different divisions of BankPro. In all 

divisions which were involved, interviewees reported time-intensive work, extra hours invested and 
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higher work loads than usually necessary in past development efforts. Firstly, the team leader of the 

product development team responsible for the development of the product design argued, “Now 

everybody has been tightly linked to and busy with the Wohnriester project.” (Team leader home 

savings loans, product development team, 141:141). In a similar vein, the financial mathematician 

explained: “Wohnriester meant extreme work… . 2008 was quite full with this. How many extra 

hours we did is difficult to say… , [in normal projects] 60 or 70 hours have to suffice, but 

Wohnriester was, honestly, three times that amount. It is difficult to assess because something new 

always cropped up. … . In 2009 we will also have a lot to do with this.” (Financial mathematician, 

24:5). Besides these project members, a collaborating controlling expert mentioned: “The issue is 

always  whether the product idea can be created with our existing instruments or if we have to 

programme something really new, like with Wohnriester. There we basically had nothing in the 

system that could first be integrated in the system.” (Controller, 47:68). Finally, the lawyer assessed 

the work load for the project as follows: “To do this [Wohriester] we have been in contact with the 

other colleagues on a permanent basis….yes, that was a major project” (Lawyer, 51:65) 

 

Several activities have also been identified regarding the transformation of market information . 

Yet, while the internal experts needed to update their expertise areas in order to become capable of 

transforming and understanding this novel information, such prior updating was not observed for 

market absorption.  

 

Indeed , several translation activities were installed in order to transform the external information 

into more easily understandable terms. In this process, the specialized market research department 

supported the project members and development experts in understanding the market potential and 

the potential impact of the novel legal context. “We receive from our market research department, 

for example, many analyses of how the market is going to develop in 2009. That is our basis. They 

supply us with everything, such as macroeconomic data, or interest rate forecasts focused on the 

new product and its target group. On this basis we look where opportunities for our product lie, but 

also what the risks are for the next year. (Marketing expert, 193:195) Further, these translation 

activities by the market research department were used by service development personnel during 

the whole development process, as in several cases the foundation of the new service changed due 

to the uncertain legal context. In such cases, additional information was sourced. “We sit 

togetherfor this purpose…and if we need more detailed information, we get it again from the 

market research department.” (Marketing expert, 195:195) 
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4.2.2.4 Application 

As already indicated in the third subprocess - transformation - the product development project 

could not be clearly divided into subsequent phases where preliminary search for external 

information was followed by an integration effort, ultimately allowing for the application of the 

acquired and transformed information. In fact, the observed development activities demanded a 

tight interrelation and at times a considerable overlap of the various phases. Especially where the 

absorption of legal information was concerned, the application phase overlapped with the 

transformation phase. Due to the fact that the information acquisition could not be limited to the 

beginning of the project, but rather needed to be maintained over two-thirds of the whole 

development project period, as described above, the exploitation of the external information via the 

development of a new financial service was performed in parallel to the acquisition. The following 

extract of one interview exemplifies this iterative nature between application and the preceding 

phases. “You have to know the law was not finally approved until June this year [2008]. There were 

many discussions and development trends, sometimes to the left, sometimes to the right. I had to roll 

out the topic and evaluate it again and again from scratch. This accompanied us constantly 

because, politically, it was not clear in which direction it would go. [We started working ]…on the 

basis of the fundamental conditions known at the time. And then new add-ons, or changes, 

modifications always appeared. Then we of course had to integrate this again and again into the 

product development process. A constantly rotating story….without clarity. Even now, not all things 

are clear regarding some details.” (Product Developer 77:97) 

 

Due to this considerable co-evolution of the understanding of the legal change and the development 

of the new financial service based on the same with the aid of the information received from the 

market research department, the project members resorted to new strategies for coping with this 

ambiguous situation. In the marketing division, for example, which had been collaborating in the 

product development project since the beginning of 2008, and where product information brochures 

and marketing campaigns were to be prepared, several alternative scenarios were designed to make 

sure that a variety of responses were possible for BankPro so as to allow for different development 

trends in the law definition process. Until the law was finally passed, it was, for instance, not clear 

whether certain customer target groups would be included in a law-inherent tax advantage or not. 

Because of this, several scenarios were designed which included these target groups, and other 

scenarios in which these were excluded. In a similar vein, marketing did not know whether formerly 
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sold products would benefit from the tax advantage and, if so, what effective date would be 

applicable .  

 

It should be mentioned at this point that the development of the product was designed in such a way 

that it would be ready to be offered as soon as the law had been passed by the legislation body to 

ensure it was first on the market. For this reason, marketing and communication were not only 

active after the development of the product had been accomplished, as was customary; in this 

project, marketing already paralleled the development activities in order to be able to have product 

information and marketing campaigns ready as soon as the law became official. Due to this, 

marketing started with its tasks as early as February 2008, once a first reliable draft of the new law 

had been published by the national government. “Well, in February there was this draft bill that we 

were basing our project on because it was already relatively concrete. Then, in March we went into 

action and communication started. That continued until about July. And then the law was passed, 

and there were again parts in it that we didn’t know prior to that, for instance, the parts about 

young people or the Riester contribution. Then we added another campaign, especially for young 

people; but we had already planned that all beforehand because we had defined scenarios. For 

instance, we said that in scenario 1 there is an exemption for young people, but none in scenario 2. 

And we said we would take the former in case 1 and the latter in case 2. This went on all the time so 

that we would really be able to react very quickly. Because that was the main challenge in this 

project: to be able to react immediately any info arrived or if any deadlines in the legal procedure 

had been passed. That’s why we worked with scenarios.” (Market manager, marketing, 333:339) 

 

In sum, the application of the externally sourced knowledge relating to the legal change was 

obstructed by the need to advance and develop an appropriate financial service during a period in 

which even the basic foundation was not certain for the development team. In consequence, due to 

the parallel acquisition, integration, and application processes at BankPro, no sequentiality of the 

external learning stages could be observed. Instead, everything appeared to happen in parallel, also 

because the final law was not passed by the legislation body until June 2008, a date when the 

development activities had already been pursued for one year.  

 

In terms of concrete application activities during the development of Wohnriester, one was related 

to the implementation of the product concept in the internal procedures at BankPro, i.e. the 

integration of the new product and its financial tariffs into the main tariff calculation system. Here, 

BankPro already had over fifty different financial tariffs in its system due to the variety of financial 
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services offered. The challenge regarding Wohnriester was seen in integrating the novel service into 

the same system as the other 54 tarifs. Due to the fact that the “Tariff Logics” inherent in 

Wohnriester appeared to show considerable differences in the way they needed to be calculated and 

maintained over time, the department of financial mathematics needed to make use of the little 

informationavailable on the new service and to illuminate how it could become integrated into this 

system. To accomplish this task, the persons in charge needed to evaluate over 100 different details 

of each (already existing) tariff in order to assess how the new tariff would fit into the larger 

system. Although many things  such as complex regression analysis, were automatically calculated, 

the experts in this domain had to design a way of implementation which took into account the 

considerable variance of the Wohrniester service from the 54 existing schemes. Exemplary 

differences between the Wohnriester service and existing services included the retirement plan 

options granted to the client who had the opportunity to put his own Wohnriester service on hold in 

order to benefit from the saved credits later, e.g. after retirement. This option was, for example, not 

made evident by the system as such, and hence novel conceptualization and calculations of these 

idiosyncrasies became necessary.  

 

An additional challenge in this respect was the increasing complexity of the whole calculation 

system. Due to the high number of existing tariffs and due to their interrelations (e.g. hedging, 

overall interest rate calculations), the complexity of the overall system increased once the new 

service had been integrated. This was, for example, observed as a result of the higher effort project 

members reported with regard to the time and effort required for controlling the summarizing 

matrizes and underlying logics of the whole system. “We do regression analysis, where a lot runs 

automatically.Nevertheless you have to look at the regressions, the formula for each single tariff, in 

order to see whether it really fits, or is there any outlier. … So to speak, you always have things 

where you have to intervene manually, you have to observe certain things you only do once a year. 

Yet at the moment in which you are doing it, it is laborious.” (Financial mathematician, 24:4) 

 

Besides this laborious activity to integrate the new service into the general system of BankPro, other 

activities regarding the implementation of the new service also occurred. A lot of effort was put into 

the IT programming and implementation of a specific software, allowing the sales force to 

individualize the service offering to the specific client conditions. Typically, the task of writing the 

concept of the system was located in the product management division of BankPro, as also shown 

in the general product development process. Similar to other observed implementation activities, 

such as the described market introduction preparation, the IT implementation was also subject to 
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considerable time pressure caused by the already explained co-occurrence of new information on 

the new law and the concurrent development activities. Interviewees explained that the IT 

implementation for Wohnriester departed to a certain extent from the classical approach of IT-

related development work in new product introductions.  

At BankPro, changes to the IT systems were typically scheduled to be initialized 1.5 years in 

advance of the actual product launch. This was due to the complicated nature of the development 

and integration into BankPro’s own IT infrastructure.  Here, an outsourced, but 100% BankPro-

owned IT service provider needed to be informed of the detailed design of the anticipated system. 

However, once the task had been understood and the program written by the subsidiary of BankPro, 

it was still only possible for the software to be implemented in the computer system of BankPro’s 

own sales force. But as BankPro collaborated with over a thousand affiliated though individually 

managed retail banks, the integration of the IT solution into their respective systems took additional 

time. As these retail banks designed their own IT environment, BankPro needed to approach a 

centralized IT organization which was responsible for the operation of the IT systems in these 

affiliated retail banks. Due to the fact that these centralized IT operators had fixed update cycles of 

6 months, and due to the internal effort at BankPro to prepare the IT concept and to program it for 

the internal sales force, the overall duration of such activities was normally scheduled 1.5 years in 

advance.  

 

During the Wohnriester project, though, this commonly accepted time window could not be applied 

to IT development. Reasons for this were additionally found in the short overall development time 

and the delayed concept writing due to unclear information about the legal foundations of the 

prospective service. In fact, as the starting point for the development was February 2008, only 10 

instead of 18 months were available for developing and implementing the new service in the IT 

sales support software. This led the project team to decide to develop a reduced version of the 

application, containing only basic calculation options without the full functional scope.  “At any 

rate, the greatest challenge was definitely the subject of IT. The topic of processing was alright, but 

when you know that the IT solution or the IT updates only take place every six months at most, and 

that it generally takes a year of preparation to issue even such an update, then it became a real 

issue. And then there was the second issue of bank systems into which the product was to be 

integrated so that consultancy and calculations could be carried out. That requires a considerable 

amount of time in advance. This put on immense pressure, it was really extreme.” (Market 

Manager, 231:284) 
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Besides the challenge to develop such an IT tool within a time window that was considerably 

shorter than usual, the responsibilities for managing the IT development internally were also 

organized differently. Usually, a specialized department at BankPro took over the testing of the 

developed IT software. In the Wohnriester project, however, this department did not accept the role 

of being responsible for testing the software. Resulting from this, a marketing employee who was 

also associated with the development project, took over this task, and: “and then I was suddenly 

responsible for everything. . … That ranged of course from ‘what does the content look like? what 

is being calculated there? what images are in it?, test it!’ to having to organize for everything to go 

through IT testing, something that is normally not my job. And normally there is a separate 

department that deals with technology roll-outs, but in this case they didn’t feel responsible for the 

issue. The result is chaos. If anything has to be done fast, you have to deal with it yourself.“. 

(Market manager, 221:241) 

 

An additional area in which the novel information was applied concerned the integration of the new 

financial service into the service portfolio sold by the internal sales force of BankPro. In this case, 

the marketing experts needed to translate the complicated legal information into comprehensible 

statements for the sales force. “This [legal text relating to Wohnriester] has to be integrated into 

the documents later. Up to now, the sales force does not even know the topic. They have to get the 

content prepared somehow so that normal people can understand it, and then we have to make 

translations of the law. And this [the law] is in the charts [we receive from product development]”. 

(Market manager 2; 143:152) 

 

BankPro developed a series of documents dedicated to different topics relating to the new 

Wohnriester product. Exemplary documents aiming at training the sales force included exemplary 

calculations of the new service for typical client characteristics, detailed information on the 

boundaries at which the new service was guaranteeing the customers a tax advantage, suggestions 

on how to approach and contact various target groups for the new service, potential risks for the 

clients to be taken into consideration when purchasing the service, comparison of the Wohnriester 

service with other, similar competitor offerings, and the already mentioned simple tariff calculator. 

Prior to supplying these documents to the sales force via the BankPro sales support system and 

email, members of the development project designed the training sessions as regards their scope and 

content. “Basically, the challenge is to make this complex topic Wohnriester as transparent as 

possible and to transfer it easily to the sales force and most importantly to the customer. And also 

to take away the fear of this huge mountain of information that there is at the beginning  which you 
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have to become familiar with. And that’s where we had to think about how we could achieve this, 

and communicate, also in training sessions, for example. This started with charts, documents for 

the sales person and questions like ‘how do we integrate that [Wohnriester] into the existing 

documents’.” (Market manager, 233:260) 

 

Finally, and only after a little experience with integrating the new service into the sales force’s 

service portfolio had been gained, marketing experts decided to create a catalogue of frequently 

asked questions in order to respond to the considerable number of inquiries raised by the sales 

force. In fact, the development team at headquarters noted that it was more difficult than in the past 

for colleagues in direct sales to understand and sell the new service, as Wohnriester deviated from 

the classical service characteristics reflected by the existing service portfolio. As the creation of 

appropriate answers to frequently asked question could not be done without the input of other 

experts at BankPro, the marketing experts approached the legal department in order to ensure that 

the answers written in the FAQ catalogue would comply with the law to the full extent. “You want 

to have the highest safety possible. …. We receive the calls and we have to tell them something. And 

what we tell them has to be correct in legal terms. So we created a list for this purpose… a list of 

questions and answers, FAQ, in which we collected, for example, all the questions asked by the 

sales people. Topics which you did not think of in the beginning, but which are crucial to the 

customer advisory process. And we discussed such things in detail with the legal department in 

order to always  be in a position to give a statement. And if we were sometimes uncertain, we also 

wrote in the FAQ that we were not certain.” (Market manager, 123:129). 

 

As shown in the above, during the application of the external information and the development and 

implementation of an appropriate new financial service, several challenges occurred which were 

due, at least partially,  firstly to the considerable time pressure inherent in the development activity 

and, secondly, due to the ambiguous nature of the external information needed to develop the new 

service. 

 

4.2.3 Dynamics of the Absorption Process 

Up to now, activities have been reported which were observed within each process step of the 

external learning process in the Wohnriester projectAn overview of all the individual stages is to be 

presented in this section. In addition, more information is to be provided on the observed iterations 

in the process steps which up to now has only been mentioned in part in the preceding text.  
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Induced by the commencement of the project, even prior to the existence of a final version of the 

new laws on which BankPro was basing its development of the Wohnriester service, the above 

presented absorption process stages did not operate in a successive routine, but rather in parallel to 

each other. This was due to the fact that, throughout the project, new information and new drafts of 

the upcoming legal changes were frequently being made available which subsequently had to be 

acquired, transformed, and applied to various service development activities such as service concept 

design, and IT implementation, or sales training in parallel in order to respond quickly to the 

emerging changes. The following graph indicates this parallel nature of the absorption process at 

BankPro. 
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Exhibit 20: Timeline of Absorption Activities at BankPro during Wohnriester 

 

In line with this parallelism of the various process stages, at times we also observed intense 

iterations among the absorption phases. This became most evident in the phases acquisition – 

transformation - application, as the application and acquisition and subsequent transformation were 

repeated several times in order to ensure that the concept development was incorporating the most 

recent knowledge available. At times, development staff collaborated with the internal lawyers on a 

weekly basis in order to discuss recent advancements in the legal environment and their 

applicability to the development project. This constant and iterative procedure also facilitated the 

recognition and acquisition of novel knowledge, since lawyers became aware of the knowledge 

needs of other staff members and hence a more focused and effective acquisition could be 

performed. “You have to know that the law was not finally approved until June this year [2008]. 

There were many discussions and development trends, sometimes to the left, sometimes to the right. 

I had to roll out the topic and evaluate it again and again from scratch. Therefore this accompanied 

us here constantly because, politically, it was not clear in which direction it would go. [We started 
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working ]…on the basis of the conditions which were known. And then new add-ons, or changes, 

modifications always appeared. Then of course we had to to integrate this repeatedly into the 

product development process. A constantly rotating story….without clarity. Some things are still not 

clear regarding some details. (Product Developer 77:97) 

 

All in all, the absorption activities did not follow a typical consecutive process structure as reflected 

in current process models of absorptive capacity. Instead, it could more adequately be described as 

a learning loop in which the absorption process was repeated several times. Through this constant 

rejuvenation of the knowledge foundation on which the process was based, recognition and 

acquisition of additional knowledge was further motivated, because the parallel influx of feedback 

on the applicability of the sourced knowledge allowed for a more fine-grained and focused search 

of external knowledge. 

 

This constant learning loop was observed to have taken place in both market and legal information 

absorption. At the same time, the constant iteration of the market absorption process was induced, 

in part, by the uncertainty of the legal information, as this constituted the foundation for the 

selection of the appropriate market position and the customer target group. As already mentioned 

elsewhere, the target groups for the Wohnriester service changed several times, as it was not 

possible to ascertain which customer groups would finally benefit from the new legal context.  

 

“Well, in February there was this draft bill that we were basing our project on because it was 

already relatively concrete. Then, in March we went into action and communication started. That 

continued until about July. And then the law was passed, and there were again parts in it that we 

didn’t know prior to that, for instance, the parts about young people or the Riester contribution. 

Then we added another campaign, especially for young people; but we had already planned that all 

beforehand because we had defined scenarios. For instance, we said that in scenario 1 there is an 

exemption for young people, but none in scenario 2. And we said we would take the former in case 

1 and the latter in case 2. This went on all the time so that we would really be able to react very 

quickly. Because that was the main challenge in this project: to be able to react immediately any 

info arrived or if any deadlines in the legal procedure had been passed. That’s why we worked with 

scenarios.” (Market manager, marketing, 333:339) 

 

In addition to the need to remain flexible as regards the final market positioning of the new service, 

the progress in the development of the new service concept also necessitated a constant iteration of 
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the market absorption process. While in early stages information about target groups, competitors 

and the macroeconomic context was needed, in later stages customer feedback was sought after 

more in order to ascertain whether the developed concept would be accepted by BankPro’s 

stakeholders.  

 

Further, it was observed that the absorption processes for market and legal information were tightly 

interrelated and depended on each other. As explained above, particularly the absorption of market 

information depended on new insights on the progress of the legal context, as this had major 

implications for the selection of the appropriate target group. “Finally, it is done by working very 

closely with the market research department. If there are any topics of a legal nature, then we 

additionally involve a colleague [from the legal department].” (Marketing expert, 17:17) Due to 

this mutual information exchange, implications from both the market and legal perspective could be 

taken into consideration and helped in acquiring the needed information based on the new situations 

in either the legal or market domain.  

 

4.2.4 ACAP and the Innovation Process 

As has been presented in the general description of the development process of the Wohnriester 

project earlier in the case report, several phases were observed which finally resulted in the launch 

of the new service. Idea generation and pre-analysis constituted initiating activities. These were 

followed by more concrete conceptualization, realization, testing and market launch activities. Yet, 

although in the formal process description market testing was indicated, in practice such phase was 

not performed, and in fact, had not been performed in prior projects either. Accompanying theses 

phases, several “go/kill” stages were performed at BankPro. After the earlier stages of the approval 

or dismissal of projects was performed by a specific committee of the bank, comprising senior 

management and members of the executive board. In later phases, after a commitment to the 

projects were made, no clear approval or dismissal of these was performed anymore, but rather a 

reporting to the very same committee was institutionalized in order to warrant timely development 

and proper resource allocation. 
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Exhibit 21: BankPro Innovation Process 

 

Yet, as was mentioned in the description of the ACAP dynamics already, BankPro needed to remain 

flexible regarding the final service design until very late in the development process. This was due 

to pending law definitions affecting the overall service design, target customers, and financial 

profitability. Consequently, the process was not performed in a linear fashion where all 

conceptualization could be finalized early in time in order to allow for a smooth transition to the 

realization of the service routines and sales staff training. Rather, conceptualization of the new 

service had to be altered several times during the project, calling for an iterative development 

process running several times through design, analysis, development and parts of the launch stage. 

 

Hence the iterative nature of the overall development process mirrored the shape of the ACAP 

process considerably. In general, the design and analysis stage comprised the ACAP phases of 

recognition and acquisition, as here new external information was needed in order to design the new 

service. Such new knowledge was then transformed during the later analysis and development 

phase and was applied mostly during the last phase, the launch phase. Yet, as external knowledge 

needed to be sourced several times again, due to iterating general innovation process, the ACAP 

process paralleled the iterations observed for the general development process. The following 

exhibit shows the ACAP process and the innovation process phases. For sake of clarity no 
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distinction between market and technical ACAP process was done in this figure. In fact, both 

processes were tightly interconnected and were performed to a large extent also in parallel to each 

other.  
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Exhibit 22: ACAP and the Innovation Process of Wohnriester 
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4.3 Project II: Online Business 

4.3.1 The Development Process of the “Online Business” Project 

The Online Business service innovation aimed at improving the online available customer services 

of BankPro where the bank’s clients could obtain information about their savings accounts and 

status of their financial products. Similar to the previously described Wohnriester project, the 

Online Business project also followed the main stages of the official service development process. 

Yet, unlike the previous project, at the time of the data collection in 2009, the Online Business 

Service had not yet been introduced to the market. The project consisted of different sub-projects 

which were designed to be launched on a one-by-one basis. Consequently, several small 

developments were pursued within this project, all directed at broadening BankPro’s online 

business segment. “And I estimate that we will approach this topic on a step-by-step basis”. 

(Marketing expert, 6:26) The sub-project with the closest launch date entailed the integration of 

BankPro’s online banking information into a larger online banking tool which grouped all the 

partners of a major bank partnership together.With this tool, it was intended that customers would 

receive a holistic overview of their financial activities which they carried out with this group of 

financial service providers. Other sub-projects constituted new service offerings, tailored directly to 

the specific circumstances of delivering financial services via online channels. In this case, concepts 

focusing on simplified services which could be understood without consulting a financial sales 

representative were envisaged, among others. “We will grow into this in an organic way. The big 

shot will not happen immediately, […] to optimize the online contract information for the client … 

that would be the first step. […] The second step would be to introduce an eyecatcher, to offer a 

calculation tool.. (Lawyer, BankPro, 2:7).  

 

The overall project had already been in place at BankPro for several years. The bank constantly 

monitored its respective markets and defined several key performance indicators which determined 

when the market offered sufficient potential for introducing a new home loan savings service 

exclusively for the online channel. Although the key performance indicators were still below their 

critical thresholds, BankPro decided to start working on its online services in order to respond to 

several requests made by BankPro’s business clients and partners so as to increase the speed of their 

online business initiative. “It is clear to us, as I understand it, that we cannot avoid taking part. We 

know that online contracts do not constitute a major issue in our core business areas. […] And for 
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this reason we have defined different courses of action in order to participate in this project [of the 

partner organizations]. (Head of marketing and service development, 3:8) 

 

As indicated above, BankPro started the development of enhanced online information availability as 

an initial step in order to be able to respond to the demands of BankPro’s business partners, 

although still postponing the costly development of a completely new online service offering. 

Customers were to be given the opportunity to calculate the rates of available loan and saving 

options as well as obtaining access to more detailed information on the status of their own, already 

active, financial services. In a subsequent step, the bank planned to introduce a financial product 

related to home loan savings which was only to be available online and to resemble the specific 

needs of online clients regarding simplicity and transparency. However, as BankPro linked the 

development and subsequent market launch to specific measures of market attractiveness (i.e. the 

percentage of online sales in relation to total sales of the industry), the initiation of the second 

development step had already been postponed for several years due to the low degree of online sales 

in the specialized financial market for BankPro’s services. “The online business project has been a 

project which has gone through our service development or innovation process up to a certain 

process stage. At this stagethe board of directors said that we should define thresholds, crystal 

clear thresholds, at which we were to introduce a real online service, depending on the level of 

market volume.” (Team manager service development, 8:2) 

 

Due to the need to respond quickly once the defined threshold for the market activities had been 

passed, Bankpro had already developed several work packages of the envisaged online product in 

the recent past. This pre-development without a concrete market introduction date was conducted 

due to the conviction that the majority of parameters and characteristics of such a service would 

remain stable, even if the new service were introduced several years later. “We have put our three 

large project blocks of market penetration, pure service development, and IT processes on hold. 

That means we have the concepts for these three parts more or less ready. And as soon as a certain 

amount of new business is being done via the online channel, as soon as this threshold has been 

reached, we will step into the market. There is, of course another threshold - “minus one” as I call 

it - in order to update the concepts and fit the IT structure to the market. We have done this in order 

to be ready when the [other] threshold is reached.” (Team leader service development, 8:3) 
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4.3.2 Performance of the Online Business Project 

The performance expectations for the Online Business project were considerably lower and less 

stringent than was observed for the Wohnriester project. For the Online Business project, due to its 

incremental nature, only compliance goals with the legal and technical prerequisites were defined. 

More specifically, BankPro set the goal that the Online Business project should in particular fulfill 

the technical prerequisites issued by the partner banks. “Well, I have to design the whole system so  

that, in principle, all requirements, that is all necessary obligations, are adhered to.”(Lawyer, 

259:259) As this statement indicates, the Online Business project was regarded more as a 

compulsory task, rather than as a project to which ambitious revenue expectations were attached. 

This character of the project and the related modest performance expectations were also reflected in 

the comment made by the head of service development, “And we know from the one side [the 

mother organization] that this topic will be approached as a package ….and how we understand it 

is that we can not avoid taking part in it.” (Head of marketing, 111) 

 

Although in this case the performance could not be assessed in terms of market performance, in 

general the performance of the project was observed to be as expected by BankPro. In general, no 

high expectations were  connected to this project, as it was seemingly regarded as a project entailing 

a modest work load and cost expectations as well as a modest expectation of the risk involved in the 

project. This is also reflected in the following statement on the already existing in-house technology 

for the online business project: “As regards the topic of electronics, or electronic purchasing 

[software] is maybe the more appropriate term, we have used “XY-TOP” for years… And what 

runs at the back of XY-TOP, these are encapsulated modules, which means you can put them on top 

of other systems. […] This means that the technical background, and also the specialist 

background, exists. You cannot see into [our] classic internet portals, as these functions are only 

accessible to our sales force and the [affiliated] bank offices. And because of this, we are in a good 

position in terms of technical and specialist aspects.” (Team leader, new service development, 463-

485) 
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Exhibit 23: The Final Service offered on BankPro's Website (date of retrieval: 16.08.2010) 

 

As shown in the above exhibit, BankPro realized the new service in the envisaged manner and 

created the functions on its website, embodied in the Online Business project. The following exhibit 

shows the summary of the evaluations of the performance of this project. 

 

 

Exhibit 24: Performance OnlineBusiness 

 

 

4.3.1 Degree of Newness 

According to Gallouj & Weinstein (1997), a service can be described as a set of characteristics. The 

authors group these characteristics into client competences, provider competences, and provider 

technology. As the detailed definition of each of these dimensions is shown elsewhere, the degree 

of change of each service dimension is to be discussed in this section. 
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To start with client competences, a moderate change in the co-production role of the client was 

observed. As the main goal of the online business project was to increase the flexibility of usage of 

the existing online business portal as well as to provide more detailed information to the customer, 

the interaction between the customer and the company changed in comparison to the existing online 

service. In addition, the online business project was regarded as a first step in establishing an 

alternative route on the way to service delivery. At the time of data collection, most of BankPro’s 

financial service offerings were presented and explained by a bank representative or by one of 

BankPro’s sales representatives. To accomplish this, the client usually had to contact these persons 

in order to arrange a meeting. Once a personal meeting had been arranged, the contract was 

explained. During a potential subsequent meeting, the contract was then signed by the client, or not. 

With the online business project, this traditional service delivery process was altered as the client 

did not approach a bank or a sales representative directly, but now had the opportunity to approach 

the bank via the online channel in order to schedule a meeting with a sales representative, or to 

individually calculate the attractiveness of various financial services. “….what we generate is a 

kind of online request which to the customer looks like signing a contract, but which is in fact a 

voucher for a consultation or a request for a meeting with a sales representative. But the actual 

contract signing would still take place via the customary sales channel…”. (Team leader service 

development, 621-623) Hence, these online activities altered the service delivery process to a 

certain degree so that a certain change in the dimension of customer competences could be 

identified, as submitted by Gallouj & Weinstein (1997). 

 

As regards provider competences, due to the definition of provider competences by Gallouj & 

Weinstein (1997) as being limited to the person or group “delivering” the service in person, no 

change was observed in this case, as the service was to be delivered online.  

 

Finally, moderate changes were  identified in the technical characteristics compared to the services 

usually provided. As Gallouj & Weinstein (1997) noted, technical characteristics do not limit 

themselves to technology;  but rather other organization-wide competences which are needed to 

perform the service are also covered by this dimension. As has been indicated elsewhere, BankPro 

was not very familiar with operating online sales channels. Due to the complexity involved in the 

explanation of BankPro’s services to the client, traditional sales channels still dominated at the time 

of data collection. As a result of the new characteristics of the online channel, BankPro’s 

organization-wide technical competences were thus moderated, as a new sales channel had been 
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initiated through the online business project.  This moderation of technical competences crystallized 

in the fact that BankPro learned via the online business project to understand customer behavior as 

regards online sales web pages. The following quote exemplifies this additional expertise gained:  

“Because with that [the Onlinebusiness service] you can measure very well how many people went 

to which web screen, how long and where they went afterwards, and who broke off? And then you 

get a pretty good estimate of what the market volume and the basic interest is like.” (Team leader 

service development, 624-625) 

 

Overall, the technical characteristics of the online business service and the client competencies were 

altered moderately in comparison to the existing services and organization at Bankpro. As Gallouj 

& Weinstein (1997) distinguish between “improvement innovation” and “incremental innovation” 

for any new services which have only been moderately changed, a brief distinction is needed. The 

term “improvement innovation” refers to innovations in which the focal service has merely been 

subjected to improvements of its characteristics. No additional new element has been added. In 

contrast, “incremental innovations”, according to Gallouj & Weinstein (1997), refer to such service 

innovations in which certain novel elements of either the technical competences or the client / 

provider competences have been introduced.  

 

At BankPro, data suggests that within the client competences as well as the technical characteristics, 

certain novel elements were introduced which were not already in use in relation to other services of 

BankPro. Consequently, the degree of newness for this service innovation project has been 

evaluated as “incremental innovation”. The following exhibit summarizes the evaluation of the 

degree of newness. 
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Exhibit 25: Degree of Newness (OnlineBusiness) 

 

 

4.3.2 The Absorption Process during the “Online Business” Project 

4.3.2.1 Recognizing 

During the online banking project, BankPro recognized the value of external information relevant to 

the project via institutionalized market research activities. Yet, as already described in the above, 

BankPro had not yet introduced an online service and resorted to monitoring the attractiveness of 

online business by measuring several key performance indicators. The bank iterated the 

measurement for these criteria with the help of their internal market research department.  

“…[the Online Business project] has constituted a continuous inquiry in marketing for years. This 

means that we observe the potentials via market research, observe what others do in this area, and 

continuously have a picture of whether online home loan savings is a real topic for us or not.” 

(Head of marketing, 95:97) 
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In this case, internal experts took advantage of standardized market research studies as well as 

analyzing the market for online business via individualized market surveys. The observations from 

these reports were subsequently reported at the regularly held innovation board meetings (PeKu 

meetings).  

 

However, the general monitoring of the market attractiveness of online business was not the trigger 

that created awareness for the need to acquire further information on online business. In fact, if the 

monitoring of the market attractiveness had been the only recognition activity, no further activity 

would have been conducted, as the defined thresholds for the market attractiveness measures had 

not yet been reached. One of the important enablers for starting to recognize the value of external 

information on online business were the regular demands made by BankPro’s business clients 

(affiliated banks) and its parent organization. These business clients and BankPro’s parent 

organization specified the need to increase the awareness and efforts of the bank association’s 

online services.  

“…the inquiries [about online business] have increased on the part of the [client] banks. We sense 

more and more that these want to get closer to this type of sales channel…because this is the trend 

of the times”. (Team leader service development, 789:795) “And we know from the one side [the 

mother organization] that this topic will be approached as a package ….and how we understand it 

is that we can not avoid taking part in it.” (Head of marketing, 111) 

 

In response, BankPro changed its original plan to introduce a distinct service offering for the online 

channel directly (once the market potential was sufficiently high) to a more incremental approach. 

In several steps, the BankPro online channel was to be made more advanced and offer more 

information to the customer. These intermediary steps were chosen in order to respond to the 

external demands raised by BankPro’s associated business clients and partners. Only after these 

initial steps had been accomplished would a separate and completely newly designed online 

financial service offering be introduced. Hence, the external call for more activity on the online 

market increased the internal priority of the project and created the need for several experts in the 

legal, marketing, and IT departments at BankPro to recognize more specific information about 

online services.  
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4.3.2.2 Acquisition 

Once a general awareness of the value of the project, and in consequence of the need for external 

information on the online business project had emerged, several departments within BankPro 

engaged in the further acquisition of relevant information. As the project was led by the marketing 

department, the head of BankPro’s marketing department engaged in rotating meetings with the 

other partner organizations involved in the joint internet presence in order to collect information 

about the status and scope of the online initiative at the other organizations. “I did not take part in 

these meetings, that was of course the head of our department, Mr. XXX. And what I know is that 

there are periodical meetings at which an exchange takes place on how everyone approaches this 

topic.” (Project manager, marketing department). Besides these inquiries, the project manager took 

advantage of the institutionalized market research tools utilized by BankPro on a continuous basis. 

“We try to narrow it down via market research reports. … Well, these ask repeatedly about the 

usage of the internet, what the affinity of customers is like concerning buying financial products 

online, such as home loan savings, insurance policies, or other products. In this way, we can easily 

observe how this has developed over the years.” (Project manager, marketing, 53-57) 

 

As already mentioned above, there had been a general awareness of online business within BankPro 

for more than ten years. As a result, several market research instruments collected information 

about market-specific information relevant to introducing a distinct financial offering for the online 

channel. One additional acquisition activity constituted the analysis of online banking services 

offered by other competing institutions. Aspects such as the scope and degree of details of available 

information to the customer were investigated and documented. In addition, the existing online 

portals of other partner banks were screened in order to learn from the best solutions found among 

these banks. “On the other hand [we also use] our contacts to banks. There are banks which are 

very successful in their internet presence, whether developed on their own or in collaboration with 

agencies. And naturally we want to learn something from these to see what they do differently from 

other banks?” (Project manager, marketing, 680) 

   

Besides this acquisition of market knowledge, BankPro substantially relied on their prior 

experience, especially regarding the technological realization of the improvements in the online 

business. 

 

“As regards the topic of electronics, or electronic purchasing [software] is maybe the more 

appropriate term, we have used “XY-TOP” for years… And what runs at the back of XY-TOP, these 
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are encapsulated modules, which means you can put them on top of other systems. […] This means 

that the technical background, and also the specialist background, exists. You cannot see into [our] 

classic internet portals, as these functions are only accessible to our sales force and the [affiliated] 

bank offices. And because of this, we are in a good position in terms of technical and specialist 

aspects.” (Team leader, new service development, 463-485) 

 

As regards the acquisition of legal information, which in this project was closely linked to the 

technical realization of the service, information acquisition activities were bundled in the legal 

department of BankPro, like in the Wohnriester project. Here, lawyers updated their expertise via 

document research and after this initial step, personal analyses of competitors’ online business 

approaches were conducted in order to take advantage of already existing solutions so as to legally 

safeguard the envisaged online improvement initiative. “The first step is literature research, […] 

you simply sit down, and in principle then you go through the online sales channels of other 

institutes. Well, I went through such an online sales channel myself once, justto see how these pages 

are structured. When is what highlighted? When do they use what kind of approach? And I went 

through, for example, the “mail order” home loan savings bank. (Lawyer, 231:235) “Then there 

are many things you have to write down in order to say that we would not do things this way, but 

first [I assess] how they do it.” (Lawyer, 237:238) 

 

Besides this pragmatic approach to acquiring legal information about the online business solution, 

lawyers also engaged in face-to-face meetings with legal experts of other associated retail banks. In 

this case, lawyers from different retail banks met in January 2009 at the beginning of the 

development of the online business project in order to improve the information content of the 

general online business. The lawyers from each partner association presented individually chosen 

topics of interest. While not all topics presented at this meeting were relevant to BankPro, the 

attending lawyer from BankPro identified a number of helpful issues. In cases in which the relevant 

information was not transferred to a sufficient degree during the meeting, BankPro’s lawyer 

approached the partner bank’s legal expert in order to obtain more detailed information after the 

meeting. “In January 2009, the ambassadors of these [three partner organizations] met at the BVR 

[national center of the association to which BankPro is attached], and we went through the topics 

which were relevant to the respective organizations. [firm 1] has regulations for taking out 

insurances, [firm 2] has bond regulations which are not directly relevant to us…. And above all, 

everyone has overarching topics such as data protection laws or telephone marketing regulations. 

And how did we solve that? […] This is how: we took one or two topics with us,[but also] told the 
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other colleague atf the other organization to look it up at his place and to inform all others 

subsequently […] [when] there was no “ad-hoc” solution.” (Lawyer, 247-281) 

 

4.3.2.3 Transformation 

After the acquisition of information had successfully been accomplished, experts not only stored the 

acquired knowledge, but transferred it to relevant project members. In order to facilitate 

understanding of the novel information for non-experts, members from the technological, legal, or 

marketing oriented departments translated the specific information into more general business 

language.  

 

In terms of externally sourced legal information, BankPro’s lawyers spanned the boundary between 

the knowledge about online business existing in the association, selected the information relevant to 

BankPro, and evaluated the importance of this information for BankPro. As one lawyer stated:  

“…we wrote protocols, so to say, in order to name the aspects and to state “if we move into further 

service development we will need to take into consideration that this [a certain legal issue] has to 

be further developed in more detail.” (Lawyer, 275:281). By informing other departments of the 

legally relevant information which would affect the development of the enhanced web services, the 

legal experts explicitly considered translating the legal formulations into understandable phrases 

and to outline the consequences of the legal aspects onfurther development activities. As the lawyer 

noted: “First you have to see your task under the aspect of breaking the language down so that it 

can be understood by the others. Well, you have to step down from the expert language to a 

generally understandable language. And maybe you also have to make your point with the help of 

examples. […] and say, “from a legal perspective we have to act this way here, we have to 

construct it that way, for your work you have to consider it another way.” (Lawyer , 347-348) 

 

From a marketing perspective, the market research experts in particular needed to translate the 

acquired information into executable terms. The marketing project manager for the online business 

project argued: “I rely on my colleagues [from market research] who are writing these reports all 

the time.” (Project manager, marketing, 143). And he looks at it first […] and then he does a kind 

of summary. […] But the interpretation of the whole thing, what it means, also in comparison to the 

last years...then he always has the interpretation attached to it and also a conclusion of what he is 

saying compared to the last time.” (Project manager marketing, 185-190) 
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Similarly to the assimilation activities concering legal and market research related information, 

technical information about the realization of the online business project also needed to be 

assimilated by experts in order to become understandable to other project members. “…and on the 

other side, of course, the colleagues in the IT department. Here in Marketing we also have a 

department for the sales support software. That’s where I exchange information with the colleagues 

in order to estimate what would be possible, what already works in the systems we are operating...” 

(Project manager, marketing, 143-149) 

4.3.2.4 Application 

Due to the – at the time of data collection - rather early stage of the overall project progress, the 

application of the acquired information was not widely observable. The project status consisted 

more of the gathering and assimilation of information in order to build a basis for the development 

of the service concept. One of the few observable applications of the gathered information was the 

use of the market research data as well as the feedback from the associated banks to facilitate the 

decisions of the PeCo board regarding the online business project. The other information collected 

concerning competitors’ solutions and the legal aspects was to be applied in  later development 

stages which were not observed during this research. 

 

4.3.3 Dynamics of the Absorption Process 

While in the Wohnriester innovation project a highly dynamic learning process could be observed, 

the learning activities during the online business project, particularly the absorption activities 

related to the technical development of the service concept, followed a rather linear process. At 

first, the recognition of the need to source more information initiated the acquisition and 

transformation activities. These different absorption activities were mostly performed once and 

were only rarely repeated due to the fact that considerable prior knowledge already existed in the 

bank. BankPro’s lawyer responsible for the project in the legal department collected information at 

the beginning of the project, in January 2009, and competitors’ solutions to legal issues were 

discussed as well as personal exchange with legal experts from other partner organizations taking 

place. After this had been accomplished, no further acquisition activities were observed. 

Particularly the lack of repetition of the meeting with other lawyers was highlighted by the 

interviewee: “Once there was a meeting with lawyers from different affiliated institutions which 

were to be involved in the pilot phase of the project. Those institutions [firm 1, firm 2, firm 3] sent 

representatives who met for a workshop at the end of January at the BVR Center” (Lawyer, 237-
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239). Data also revealed that the absorption of external information was performed during earlier 

phases and was subsequently considered accomplished. In consequence, no need for new rounds of 

information acquisition was observable. The following quote by a lawyer in the legal department of 

BankPro exemplified this: “Well, everything is done, in principle. Well, in a first step we did 

literature research, […] we sat down to study the online channels of other institutes...” (Lawyer, 

231:231). 

 

Notwithstanding the lack of iteration within the absorption of legal information, in the learning 

process for market information, some iterations were identified. Status information [of the 

attractiveness of online market in general] was repeatedly collected and interpreted. As already 

mentioned elsewhere, BankPro had defined several criteria for assessing the market potential for 

online business, and constantly measured whether the values of each criterion exceeded certain 

thresholds. “Well, meanwhile this runs automatically as he [market research expert] passes reports 

on to me every three months, or at least every half a year. There are rules where we say: for this we 

need a statement, for example how [online] sales are developing, how did they perform last year?” 

(Project manager, marketing, 165:166).  As regards more specific information necessary for 

clarifying elements of the future service, similar iterations could be observed. The responsible 

people from the marketing departments of various partner banks met on a regular basis and 

exchanged their approaches to the introduction of the planned online business tools. “Regular 

meetings of the work group take place where we exchange information with each other [other 

banks] on how to approach the topic.” (Project manager, marketing, 135) 

 

Hence, market related external information was not only sourced once, as was the case in the 

absorption of legal information. In fact, BankPro institutionalized several sourcing routines which 

were iterated in a planned and regular manner. Besides these planned updating processes, no 

unexpected iteration or unscheduled acquisition of novel information could be observed.  

  

Additionally, interrelations between market and technical absorption activities were also identified. 

Similar to the Wohnriester project, the market absorption process in the online business project also 

benefitted in particular from parallel technical information updates, although not to the same extent 

as observed in the Wohnriester project. This interconnectedness of the two absorption processes 

was induced by the fact that some marketing activities that were planned to be implemented in the 

improved online banking service, necessitated information about what the legal consequences of 

such online commercializing activities were likely to be. For example, while the competitor 
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analyses mainly comprised market-related information, an internal lawyer at BankPro also checked 

how other retail banks solved certain legal issues, such as the provision of important information on 

customer data secrecy and limitations of storing customer data. “The first step is literature 

research, […] for which you simply sit down and read. And, in principle, you then go through the 

online sales channels of other institutes. Well, I went through such an online sales channel myself 

once, in order to see how these pages are structured. What is highlighted, and when? What kind of 

approach do they use, and when? And I went through, for example, the ‘mail order’ home loan 

savings bank.” (Lawyer, 231:235) 

 

4.3.4 ACAP and the Innovation Process 

The development of the Onlinebusiness basically followed the same formal development process as 

the Wohnriester project did. Yet, unlike the Wohnriester project, not all parts of the service needed 

to become developed during the actual development project, but technical concepts were already 

ready for implementation as the development project could take advantage of a prior yet seized 

attempt to improve the online banking infrastructure. Hence, only some re-work of already existing 

conceptual work was needed, leading to the fact that no pre-analysis or in-depth conceptual stage 

was observed at BankPro for this project.  

 

Similar to Wohnriester, also in this project the absorption activities paralleled the development 

process. Both the absorption of technical information and the development process were conducted 

in a sequential, linear fashion. During the early phases of the innovation process, most of the 

acquisition of external technical information was performed in order to fuel the analysis and 

realization phase. It was also in the realization phase that most of the transformation activities and 

the application of the external information were performed as the novel information was needed to 

realize the new service. Similarly, as the realization of the new online service did not need to be 

updated or modified during the development process, neither was it necessary to iterate the 

absorption process.  

 

While such linear, sequential pattern was observed for the technical information, absorption of 

market information was performed in a more dynamic pattern. As was described in the prior section 

on the dynamics of the absorption process, via meetings with external partner organizations and due 

to institutionalized market monitoring activities, influx of market related information could be 

observed also during later stages of the development activities. These activities of absorbing 
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external information several times during the development process did not, however, influence the 

linear pattern of the development activities. As was mentioned in the general description of the 

Online Business project already, repeated market information absorption took place in order to 

ascertain whether to invest more heavily in the online sales channel of the bank. Due to the fact, 

however, that the market potential did not change during the time of the development of the here 

studied basic service, this information did not alter the design of the service, as the general market 

characteristics remained stable. The flows of the development and absorption processes are shown 

in the following exhibit. 

 

 

Exhibit 26: ACAP and the Innovatoin Process (Online Business) 

 

4.4 Facilitators and Inhibitors of the Absorption Process 

In this section, inhibiting and facilitating factors for the ACAP process are being analysed. Most of 

the presented factors influenced both innovation projects (Wohnriester and Online Business) as they 

were longstanding components and characteristics of the whole organization of BankPro, or were 

rooted in the external context of the firm. Hence in many cases the presence of these factors was 

given for all innovation related activities. For this reason, the structure of the here presented 

analysis of these factors is not formally separated into the two innovation projects, as several times 
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the same organizational settings (e.g. intellectual property rights, firm size) influenced both projects 

to similar degrees. 

4.4.1 Social Integration Mechanisms 

Social integration mechanisms, or the sharing of knowledge in order to facilitate understanding and 

comprehension (Zahra & George, 2002), were identified in the data to facilitate the absorption of 

external information. In general, these mechanisms were observed to be present in many activities 

related to newly gained information. At BankPro, several routines for knowledge sharing were in 

place. By means of an institutionalized, electronic document, members of several departments, such 

as the legal, marketing, market research, controlling, or maths departments, provided an estimation 

of the potential and risks of the idea from different perspectives. Hence, this structured approach to 

better understanding novel trends or ideas facilitated the spread of information and the exchange of 

opinions about the novel information available. “The preliminary analysis is on an electronic, 

standardised basis. We fill out this electronic document and we ask each affected department for 

their statements and amendments. Then it flows back to us, and we do an analysis, briefly 

summarize [it], and we formulate a recommendation from this, again for the product development 

committee, which [the recommendation] we again make available to all affected 

departments.”(Head of service development, 23:23) 

 

In addition, the sharing of knowledge was facilitated through the purposeful close localization of 

the departments that frequently exchanged information during service development. At BankPro, 

development staff and staff from sales-related departments were located close to one another. This 

was reported as supporting the quick sharing of information among the important actors in the 

development activities. “And it is important that the communication is open, and not only via 

electronic tools, but that you get aware of something. Well, the product developers are located in 

the same large room as the sales people in home loan savings. And then they are aware if there is 

any stress on the telephone, because some bankers say what a crap, I cannot sell this. That 

generates problems. As a result, they become aware of that and in this way, a discussion emerges 

relatively easily. And then the sales people can say, “Why do you give us such a bad product” …. 

Or ”You are developing away from the market”. This discussion emerges.” (Head of service 

development, 172-172) 

 

Through the project organization of the development activities, frequent exchange of information 

has also been reported to facilitate the internal flow of novel information. “The developers are not 
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alone. There is always a project group. Well, there is always a network of controllers, finance 

mathematicians, lawyers.” (Head of service development, 61:61) 

 

Finally, personal networks inside the Bank supported the free flow and understanding of 

information through discussion and exchange of different perspectives on the information available. 

More specifically, personal networks were present, in particular, between the key players of the 

various involved departments. Interviewees reported that due to the long-term relationship between 

the internal experts, the exchange of information was greatly enhanced. “The same people 

frequently sit there …. That has become a group of colleagues…everyone knows each other. These 

are people who can fruitfully exchange [information] with each other in a relatively short time.” 

(Project leader Wohnriester, 200:200). In addition, strong ties were reported to exist between the 

market research and product development experts, in particular, which again shortened the 

information cycles. “And of course, the link between product developers and market researchers 

must be good … or we hear through the marketing colleagues that there are more and more 

problems … communications simply have to be open.” (Head of service development, 168:168) 

 

These general mechanisms for internal knowledge integration usually supported both the 

Wohnriester and the online business project. Yet, besides the general presence of such “mechanisms 

that build connectedness” (Zahra & George, 2002: 194), a particular presence was observed in the 

Wohnriester project were, due to the dynamics involved in the acquisition of novel external 

information, meetings with the key players were held each time new and relevant information was 

available. Consequently, meetings among the internal experts were performed with the intention of 

making sense of novel information and deriving a common interpretation of this information. “This 

circle met on a permanent basis, weekly, ok?” (Product developer, 1:155). As a considerable 

overlap between the absorption process stages was observed (and has already been reported 

elsewhere), these knowledge integration mechanisms needed to be present in all the absorption 

phases of recognition, acquisition, transformation, and application. 

 

Hence, while for the Wohnriester project knowledge integration mechanisms were observed to be 

present to a high extent, within the online business project, knowledge integration mechanisms were 

not as immediate as in the Wohnriester project. Due to the limited newness of the project, only a 

few formal meetings were held in order to create a shared understanding of the novel information 

available. “…There was an official kick-off meeting at which … marketing presented it [the 

project], what the topic was, what we wanted to work on, where we wanted to go.”(Lawyer, 293-
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293) After the different members of the meeting had exchanged their opinions on the novel project 

during the kick-off meeting, an area for sharing information was opened in BankPro’s intranet. 

“…there is also a joint database to which the project members have access.” (Lawyer, 297:297) 

Yet, in the event that the members of the organization needed to clarify certain information, 

informal connections were also used during the online business project: “It could well be that, in 

principle, a sub-area [meaning people in the sub-area of the legal department] meets briefly with a 

colleague or clarifies [something] via telephone. For this, it is not necessary to organize a whole 

meeting. Whenever I have a detailed question, then I collect an answer directly.” (Lawyer, 395:395 

 

4.4.2 Network as Knowledge Source 

Bank Association 

The association served as a hub and exchange platform for various key experts among the 

association’s members. For example, financial mathematicians who were also strongly involved in 

the development of the new Wohnriester service took advantage of tri-monthly seminars held by the 

association in order to keep track of developments and new insights in their respective expertise 

areas. In fact, BankPro not only participated in these seminars, internal experts even pro-actively 

contributed to these knowledge sharing activities on an association level. For instance, the head of 

BankPro’s financial mathematics department was responsible for a seminar on Wohnriester-specific 

calculation mechanisms. “There is a frequent exchange among the home loan savings banks; …the 

home loan savings experts and technicians exchange [knowledge] via the association of private 

home loan banks.” … “They meet four times a year and all topics are [covered] there that concern 

home loan savings…. Well, next week the next meeting will be held at whichwill talk again about 

Wohnriester. Mr. X [head of financial mathematics dep.] … is also the head of this story…. Then 

there are continuing education seminars, also at the association, where you can work on specific 

basic topics….(Financial maths expert, 127:135) As the quote exemplifies, the association served as 

an additional, valued, source for increasing the general expertise of BankPro’s mathematics experts 

on specific trends and topics relevant to them.  

 

As regards the Wohnriester project, BankPro received constant evaluations about the status of the 

legal change from the association, which were necessary for developing the new service. Thanks to 

the association’s own lawyers and through mutual exchange between the legal departments of the 

associations’ members , BankPro could buttress and compare its own evaluation of the upcoming 

legal change with the association’s and other members’ opinions. Through this relationship, 
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BankPro received support in recognizing the value of the external change which again facilitated 

the acquisition of more detailed information. They [the lawyers] were not only internal, but there is 

also an association of private home loan banks”. (Product developer B, 312:312) “All public and 

private parties are united there and interchange information with each other on an association 

level.” (Product Developer B 314:314) “And the colleagues from the legal department exchanged 

[their thoughts] with colleagues from other banks which are of course also affected to the same 

extent. And then there is a more consolidated opinion.” (Market manager A, 123:123) 

 

In particular due to the strong position of the association among the specialized retail banks, its 

statement to put other development efforts on hold in order to concentrate on the legal change 

enhanced BankPro’s awareness of the importance of searching for related information. It could be 

argued that due to this external trigger, the importance of the new project was generally accepted in-

house, avoiding internal discussions concerning the benefit of concentrating on this new 

opportunity. “The association said, ‘Let us postpone ‘educational savings’, Wohnriester has the 

highest priority; and from then on, all home loan banks pushed it.” (Product developer A, project 

leader, 323:323)  Hence, in the Wohnriester project, the relationship of BankPro to the association 

facilitated their recognition of the importance of the legal change, the acquisition of the relevant 

information relating to this change, and, in addition, the association helped BankPro to maintain and 

advance its general knowledge base.  

 

In the online business project, the external association played a similar role as a knowledge source. 

BankPro participated in various work groups on an association level at which different members of 

the association discussed and evaluated the market trends in online business. “There are various 

work groups in the association too which… are concerned with this topic. And we are partially 

involved there and observe together how the topic can be pushed in the future.” (Project manager 

marketing, 09:13). In addition, legal information was exchanged at the association, too. BankPro’s 

lawyer met with other experts from other members of the association at the main building of the 

association and exchanged information on potential legal aspects. “Once there was also a meeting 

of lawyers from different association members already involved in the pilot phase… these met for a 

workshop at the end of January …” (Lawyer, 293:295) 

 

Financial Regulation Office 

Besides the collaboration between BankPro and the bank association, their contact to the financial 

regulation office of the German government also constituted an important knowledge source which 
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became accessible through employing their own lobbyist. This lobbyist served in particular as a 

knowledge source for the Wohnriester project. He was not observed to have played a role in the 

online business project, however, as this was more related to quite well known legal domains for 

which the expertise and insider knowledge of the lobbyist was not needed. 

 

As clarification of the term lobbyist BankPro employed a person who was working outside BankPro 

in the German capital, Berlin, in order to sense trends and upcoming changes issued by the national 

government and to represent the interests of BankPro on a national level. During the Wohnriester 

project, this lobbyist stood in close contact both to the marketing department and to the legal 

department. Particularly during the final stage, when the new law was in the process of being passed 

by the legislator, he was almost in daily contact with memebers of the development team in order to 

provide up-to-date information on how the legal change could unfold.“For example when the new 

law was being made, there were certainly periods when I was in daily contact with Mr. X 

[lobbyist]. Well, there was a very lively exchange.” (Lawyer, 25:25) “Well, the task of Mr. X 

[lobbyist] is definitely to be very close to the pulse of time, so that we do risk finding out things 

when the train is already half out of the station, but so that we can make an early move and, if 

necessary, take up position”. (Lawyer, 17:17) 

 

Besides supporting the legal department with information on the upcoming legal change, the 

marketing department also profited during the implementation of marketing material of the new 

product from the lobbyist. However, the contact to the lobbyist only took place, at least during the 

Wohnriester project, through the legal department. “In that case the legal department contacted me. 

They had priory contact to Mr. X [lobbyist], who is our contact person, and they forwarded me the 

information. When some things are not clear, then we discuss this again in order to see whether we 

have interpreted it correctly or whether we have understood it correctly.” (Market manager 1, 

113:115) 

 

Yet, besides the facilitating role which the lobbyist played during the Wohnriester project, it was 

also observed that BankPro had to invest considerable resources in the lobbyist’s work. Besides the 

basic employment of this expert, a team also supported him internally so that he could fulfil his role 

in representing BankPro’s interests on a national level. “This team [subteam within product 

management department], relative to the other teams, is well equipped with man power, but it has 

an additional function besides pure development activities. …Let me put it this way, for projects 

which resulted from lobby activities in Berlin, when these topics are [tax] stimulations or to provide 



Case Study Report I: BankPro 149

Mr. X with the necessary information, to brief him, to prepare him…. the team in product 

management serves as a staff unit for him.” (Designated head of product management, 48:48) 

 

Partner Organization 

Finally, the close relationship between BankPro and one specialized financial service provider 

facilitated external learning within the Wohnriester service development activities at BankPro. For 

the online business project, only a marginal facilitating role of a single partner organization was 

observed, indicating the reduced breadth of the network during the incremental innovation project. 

As already explained in the general overview of BankPro’s business areas, within its third product 

line “provision of additional services”, BankPro usually purchased added services from an external 

service provider, BankPlus, in order to offer a large variety of different services to the client. 

However, in the course of this sales collaboration, BankPro also worked together with BankPlus in 

order to jointly consider new service bundles or specific service solutions which could be offered 

jointly by both banks. “And besides, we have regular product meetings with BankPlus and 

BankBPO. And there … we say, “we have a new idea, let’s meet “out of schedule”. Or they have an 

idea. Mostly [we meet] in the middle…in [city name], … at the Holiday Inn. This has become 

institutionalized over many years now. That is neutral ground. And we both have more or less the 

same driving distance. And we discuss there.” (Head of product management, 199:201) 

 

Due to this institutionalized collaborative relationship between BankPro and, in particular, 

BankPlus, the project leader of the Wohnriester project was in the position to acquire valuable 

documents about the Wohnriester-related legal change. As already mentioned in the process 

description, these documents constituted detailed and readily applicable material, stemming from an 

earlier development activity of BankPlus related to a similar legal change which, however, lay 

outside BankPro’s own domains and hence was not relevant to BankPro at that time. “Especially in 

relation to Wohnriester, they [BankPlus] have created know-how, because this legal topic has 

existed in general since 2001. They are also market leaders in their market. And there are certain 

issues where we tried - via our colleagues in the third product division -to get information in order 

not to “re-invent the wheel”. There we resorted to their know-how and competence.” (Product 

developer, project leader, 351:351). 

 

Personal Networks 

Besides the facilitating role of being connected to partner organizations and the bank association, 

personal networks between the members of different internal organizations supported the absorption 
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of external information. In general, project leaders, mathematicians, and lawyers reported having 

made use of personal networks in order to acquire novel information for their innovation-related 

activities. To start with, the project leaders of the service development projects were well known 

through their networks to other development experts of other retail banks. “Well, the product 

developer is someone who knows the market very well, who has excellent contacts in-house, who … 

has a good relationship to colleagues from a mortgage bank and who exchanges information [with 

them]. They have their own networks in the association [of home loan banks] where they always 

know exactly what is going on at the moment. Well, if I have to ask someone for specific 

information…, then I would … ask Mr XX or Ms. XYZ [product developers]. They call someone, I 

do not know who, and they have information within five minutes. Well there is a lot [of information] 

especially via networks.” (Head of service development) 

 

In addition to the use of personal networks to access market information, BankPro’s lawyers also 

made frequent use of this source of external information. “Such a network is tremendously 

important and has to be maintained, too. Well, we work together with other lawyers from other 

banks. I myself, was formerly employed at XXX and I still have  contacts there …. And then you 

have a very specific contact person … where in principle you know people directly from joint 

training, for example. And these contacts are used [by me].” (Lawyer, 403:405) 

 

Finally, BankPro’s mathematicians also maintained personal contact to other competing home loan 

banks in order to exchange relevant information on back calculation logics, or the optimization of 

specific algorithms. “Mostly in the field of collective management [mathematical area], … contacts 

to home loan banks are maintained proactively.” (Head of service development, 260:261) 

 

More specifically, in the Wohnriester project, product development experts used existing personal 

networks of another department within BankPro in order to access detailed information concerning 

the legal change. Hence, the personal networks of other colleagues were leveraged by the 

developers in order to acquire new insights. “Especially in relation to Wohnriester, they [BankPlus] 

have created know-how, because this legal topic has existed in general since 2001. They are also 

market leaders in their market. And there are certain issues where we tried - via our colleagues in 

the third product division -to get information in order not to “re-invent the wheel”. There we 

resorted to their know-how and competence.” (Product developer, project leader, 351:351) 
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In the online business project, personal networks were also used in order to acquire information. In 

contrast to the Wohnriester project, where new information was actively searched for and accessed 

via the personal networks, in this case personal contacts were used more to clarify aspects which 

had already been discussed on an association level. Consequently, the intensity of actively using 

personal networks was not very high in the online business project. Neither was the existing breadth 

of personal contacts within the bank exploited during the online business project.  

“Well in the online business project it was like this: We had that meeting in January and then 

afterwards were digging deeper into certain aspects in a bilateral way with colleagues from 

[company XXX and [company YYY].” (Lawyer, 408:409) 

 

4.4.3 Power Relationships 

As Todorova and Durisin (2007) proposed, power relations, i.e. “relationships that involve the use 

of power and other resources by an actor to obtain his or her preferred goal” (Pfeffer, 1981), served 

as an additional influence on BankPro’s ability to absorb external information. For this purpose, 

power relationships may exist inside or outside the absorbing organization (Todorova & Durisin, 

2007). At BankPro, several power relationships were generally present and, in some cases, these 

were also identified as influencing the external learning process. 

 

As regards internal power relationships, the board of directors constituted the main decision-making 

body in service development. As already described elsewhere, the board of directors 

institutionalized a separate innovation committee, the PeCo, who met every six weeks to evaluate 

current and future projects. Resource allocation was only carried out by way of the decisions made 

by this committee. As the committee comprised not only members of the board of directors, but also 

senior executives from marketing, controlling, and other areas of the bank, resources were only 

granted if consensus had been reached. Possibly due to this balancing by various internal 

stakeholders in innovation projects, no singular power relationship of specific departments or 

divisions of the bank could be identified in the data. This committee constituted the main powerful 

actor which influenced the Wohnriester and online business projects. 

 

As regards external power relationships in the Wohnriester project, the association with which 

BankPro was affiliated maintained a power relationship which in some cases shifted the focus of the 

absorption activities considerably. More specifically, the association constituted the main external 

trigger for focusing the external search activities on the upcoming legal change which ultimately led 
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to the development of the Wohnriester service. While BankPro also maintained alternative search 

processes even prior to this project, the association recommended disregarding other trends in the 

market and to focus resources on the adaptation of BankPro to the legal change. “The association 

suggested, postponing ‘education savings’”  [another long term trend in the market], Wohnriester 

had the highest priority, so all the home loan savings banks pushed it in this way.” (Project leader 

Wohnriester, 323:323).  

 

While the association maintained the strongest power relationship regarding the Wohnriester 

project, during the online business project, the parent organization and BankPro’s business 

customers (i.e. affiliated retail banks) influenced the acquisition of external information more. The 

parent organization served as a trigger for BankPro’s focus on online business-related services. As 

the parent organization also owned other specialized retail banks, strategic initiatives were started 

from time to time in order to synthesize the businesses of these different organizations. One of these 

initiatives concerned the online business strategy. And due to this initiative, several of the affiliated 

organizations started to search for solutions. At BankPro, this resulted in the decision to approach 

the online business domain in an incremental fashion, and to move from an improvement of the 

information content of the existing online solution to a future service which was to be designed 

especially for the needs of an online-based service provision via a step-by-step logic. “Online 

business is a project that is currently growing; and it is triggered a little bit by [the parent 

organization of BankPro]” (Project manager service development, 376:376) 

 

In addition to the power relation of the mother organization in the online business project, an 

important group of customers, i.e. BankPro’s affiliated retail banks that sold its financial services, 

also influenced the online business project. These business clients of BankPro demanded more 

activities in BankPro’s online segment, although the internally defined measures for the market 

attractiveness of financial services delivered online did not yet indicate enough potential. Influenced 

by this, BankPro was further triggered to start an initiative in order to respond to the demands of 

their clients. “…[what we are experiencing] is that the demands of the banks are growing. Well, we 

are sensing more and more that more [banks] want to incorporate these sales channels, or at least 

want to add it [to their portfolio] because this is the trend at the moment.” (Team leader service 

development, 779:779) 
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4.4.4 Cross-Boundary Expertise 

Besides the facilitating role of BankPro’s network and external collaboration, the internal 

interconnectedness of the project members’ expertise areas was also observed to be beneficial to the 

overall external learning process. This was observed as facilitating both the absorption of external 

information in the online business project and the Wohnriester project. This beneficial role became 

especially evident in the knowledge integration phase, once key players such as the legal 

department had acquired information relevant to the development project.  “And these are mostly 

relatively experienced people, people who know where the legal boundaries are. Our 

mathematician, in this case a lady, knows that too. She is also familiar with the legal side in that 

she does observe the prescribed restrictions”.(Head of product development, 65:65) “I really have 

to say that person X [financial mathematician] or also person Y [product developer] have a 

relatively good understanding of legal issues. It is very important that there is such an 

understanding and also that people who work on the product have a certain, not necessarily in-

depth, but basic understanding in order to evaluate [the situation]….This facilitates the 

collaboration. Then you do not have to start at the beginning all over again, …. , you can explain 

things and they say, yes I understand.” (Lawyer, 75:77) 

 

However, not only the transition between the acquisition and the integration of external information 

was supported through this cross-boundary expertise of the projects’ key players. During the 

transition phase from translating the knowledge to its application inside the project, cross-

fertilization of task-related knowledge was also observed. Through the general design of the product 

development process, BankPro intended to facilitate the transfer of tasks between project members 

in the early and later phases of service development projects. Market managers, for example,  who 

were responsible for the introduction of the developed service on the market by way of training the 

sales force, arranging marketing concepts, and designing communication strategies, already joined 

development projects in the early phases, although their direct collaboration was not yet necessary. 

Managers argued that this early involvement facilitated the transfer of tasks and increased the 

familiarity of the market managers with the basic characteristics of the respective development 

project. 

 

“They work in parallel, meaning that as long as the product developers have the project leader 

role, starting quite early from phase two, there is already a sub-project - “marketing”. And the 

respective project leader calls all sub-project leaders to periodical meetings. In that way, even in 
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the phase where the product developer has the project leadership, the market manager already 

knows about all the project activities, not in detail, but he is always informed through the meetings 

and the minutes. And when the project leadership switches [to the market manager] he is on the 

same page, does not have to be informed from the beginning, and from then on the product 

developer acts as a leader of a subproject, takes part in the subproject leader meetings, and thus he 

is still accessible as a knowledge database for the market manager.” (Head of product 

management, 27:27) 

 

Through the presence of the market managers in the earlier phases of each project, knowledge flows 

were facilitated between the project developers who received their information from the legal and 

maths experts, and the market managers, who were updated on the recent trends by the product 

developers.  

 

Besides this institutionalized procedure to fertilize cross-functional knowledge exchange, the low 

fluctuation of the core development team at BankPro as well as the long-standing service 

development activity at BankPro supported the broad expertise of the project members. Key product 

developers, the mathematician, lawyers as well as controlling experts had been working together in 

product development for several years, as the following quote exemplifies.“And the same people 

are often in the other departments as well. So a group of employees has actually emerged here who, 

first of all, know each other. People who can actually exchange information in a relatively short 

time with a fruitful outcome. Because the relevant expert competences are also on hand, as well as 

the experience that is frequently necessary.”(Product developer A, 200:200) 

 

“[We] progressed faster and faster because we could access a pool of knowledge. Everyone 

working on those projects [are] always the same people. Of course there is some fluctuation, but 

over many years the same people have constantly been working on the projects. Well, you always 

meet the same five to seven people in the same jobs over a time span of four, five, six years. And as 

a result you always get faster, they know their job, and then they are, I think, always capable of 

picking up new product ideas quickly, and then to market them subsequently.” (Designated head of 

product management, 24:24) 

 

Analysis of interviews revealed that the experts who held the newly acquired information 

appreciated the cross-fertilized expertise of other key project members, especially regarding legal 

information, despite the fact that the degree of overlap was limited to the basic understanding of 
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legal matters. Cross-boundary expertise in other areas such as market expertise was observed to 

have been especially relevant to the online business project in which lawyers, for example, applied 

their knowledge of the prerequisites of the customer interaction process to their search for legal 

information. As a result, the degree of expertise overlap between marketing and legal experts was 

observed to have been higher in the online business project than observed during the Wohnriester 

project. In the Wohnriester project, mostly the basic legal understanding on the part of the 

marketing experts and mathematicians helped communication among project members. 

4.4.5 Prior Knowledge  

The basic commitment by BankPro to maintain several highly specialized expertise fields within the 

headquarters served as a basic facilitator for the general external learning activities. “And that 

[product development] is an issue too, because not everyone grasps it immediately. You need to 

know quite a lot to be capable of acting at all. The others are also high-ranking specialists, a 

lawyer who has been in this business for years, and he has two legal assistants that he has to keep 

informed of this matter, as well as financial mathematicians who look after the fine tuning.”  (Head 

of service development, 237-237). While this quote exemplifies the degrees of expertise in the 

supporting areas of law and mathematics, the following quote allows some insight into the value of 

the expertise residing in the product development department. “Everyone knows what has to be 

done. We have the advantage that in our project meetings there is really an incredible lot of  exists, 

so that you can give a pre-evaluation in the early stage of a project, which helps really often .” 

(Product developer A, 204:204) “And these are simply experienced people. They have a banking 

background and have already been at BankPro for a long time, and they know the core product 

very well (Designated product management department head, 58:58). 

 

All in all, the degree of expertise within BankPro is high as the above given exemplary quotes 

suggest, particularly regarding the know-how needed to develop new services.  

 

Yet, besides the generally high level of expertise of the people involved in service development, the 

stored knowledge of market trends also allowed BankPro - particularly during the online business 

project - to better ascertain the relevance of available external information. Due to the awareness 

that in previous years similar numbers of people were using online channels, the bank’s experts 

could estimate that there were no extreme trends in the market for financial services delivered 

online. Due to this awareness, the bank started acquiring external information about preceding 

stages, for instance for increasing flexibility in the usage of existing online information portals 
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rather than immediately starting to develop concepts for online focused financial services. Hence, in 

the online business project, concrete and stored prior knowledge allowed the bank to focus the type 

of external knowledge needed towards such solutions as could be used to increase the online 

information content, and not external information regarding the development of a real financial 

service for the online channel. Furthermore, besides benefitting from “hard facts” in the absorption 

of market information during the online business project, the previously existing know-how of the 

development experts regarding how to realize an online service from a technical perspective further 

supported the understanding of external technical information in this incremental project. 

“Regarding the topic of electronics, or electronic sales support, there we have had [the software] 

XYZ-TOP running for several years ….this means this technical background already exists here.” 

(Team leader development: 461:481) 

 

In the Wohnriester project, the general, basic know-how of the bank’s legal and maths experts -  

and not hard knowledge stored in databases – rather supported the understanding of the external 

information,. Due to these existing foundations in law or mathematics, the experts were more easily 

able to add new fields of expertise, such as new law sets, to their competencies  in contrast to non-

experts. 

 

In addition, prior knowledge of the procedures and approaches to developing services in general 

facilitated the development of the Wohnriester project, too. “[We] became faster and faster, 

because we could access a pool of knowledge. Everyone working on those projects [are] always the 

same people. Of course there is some fluctuation, but over many years the same people have 

constantly been working on the projects. Well, you always meet the same five to seven people in the 

same jobs over a time span of four, five, six years. And as a result you always get faster, they know 

their job, and then they are, I think, always capable of picking up new product ideas quickly, and 

then to market them subsequently.” (Designated head of product management, 24:24) However, due 

to the distance of the external knowledge to the existing expertise inside BankPro, specific 

experiences from concrete prior developments, other than the general experience in conducting 

service development projects, were not reported or observed as having been of high relevance to the 

absorption of external information in that project.  
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4.4.6 Firm Size 

BankPro’s firm size played a bivalent role in the absorption of external information. On the one 

hand, the large size of BankPro played a facilitating role in the ability to profit from external 

information. Due to the considerable corporate size of more than 3200 employees at their 

headquarters in Germany, BankPro had sufficient in-house demand  to create specialist departments 

in the fields of law, mathematics or market research. As, at the time of data collection, BankPro was 

the market leader in its respective market, it was also larger than most of its competitors. “This is 

why we were focusing on this topic. And as market leaders  we could not say no, or give up without 

a fight where [others, names omitted] are concerned.” (Project leader Wohnriester, 240-240) 

  

As a result, relative to their competitors BankPro had more resources dedicated to the above 

mentioned expertise fields. This facilitated BankPro’s ability to absorb external information from 

the national body. Due to its strong internal expertise on specific laws and regulations, the national 

financial regulation body was in direct contact with the experts within BankPro. In cases in which 

new regulations were planned on the part of the national regulation body, the national body 

maintained a feedback loop with leading German banks such as BankPro. “We are extremely close 

to change. One of the core activities in this department is - that will perhaps come as a surprise to 

you -but it is the monitoring of ongoing legislation. That means we are also active in this area. I’ll 

give a concrete example: if the law XY is going to be changed, […], then the BaFin starts a so 

called ‘consultation’ process. It writes to the companies, and in every case to the association of the 

financial industry, with the request to respond to an attached draft.” (Lawyer, 495-495) As this 

example shows, due to the BankPro’s size, the bank was not only able to dedicate certain internal 

resources to the operational tasks, but also created certain levels of “slack” which could be 

dedicated to maintaining relationships to important sources of external information.  

 

These advantages derived from the available resources facilitating the observed absorption 

processes during the Wohnriester and online business projects. In both projects, experts from the 

market and legal domains could support the project by taking advantage of externally available 

knowledge. Data suggests that, due to the existing resources, the experts may have been able to 

freely search for external information, then analyze and discuss it with fellow colleagues.  

 

On the other hand, to a certain extent BankPro’s large size slowed down the ability of the bank to 

apply the newly sourced information quickly to the development of its new services, particularly 
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during the radical Wohnriester project. This crystallized in general statements by internal experts 

regarding the laborious procedure necessary to change internal infrastructure and existing routines. 

“BankPro is a big tanker, it is simply such a super-tanker, and when you have a change, that takes 

a long time; this all has its advantages and disadvantages.  And therefore it does not make sense to 

make a new tariff in the short term, and then I trash it again. We had immense development costs 

then, but it did not change anything.” (Mathematician, 033:034).  

 

Hence, while BankPro’s large size facilitated the acquisition and transformation of external 

information due to the relatively large amount of internal experts available, the firm size increased 

work loads during the implementation of the novel insights for the radical innovation project, as 

many pre-existing routines and infrastructures needed to be adapted.  

 

4.4.7 Characteristics of External Information 

One factor constraining the ease with which external learning unfolded – particularly within the 

Wohnriester development project - concerned the considerable ambiguity of external information 

concerning the legal change. Data revealed that project members involved in learning about the 

legal change had difficulties in ascertaining the direction in which the legal change should be 

interpreted in order to advance development efforts. “You have to know the law was not finally 

approved until June this year [2008]. There were many discussions and development trends, 

sometimes to the left, sometimes to the right. I had to roll out the topic and evaluate it again and 

again from scratch. This accompanied us constantly because, politically, it was not clear in which 

direction it would go. [We started working ]…on the basis of the fundamental conditions known at 

the time. And then new add-ons, or changes, modifications always appeared. Then we of course had 

to integrate this again and again into the product development process. A constantly rotating 

story….without clarity. Even now, not all things are clear regarding some details.” (Product 

Developer 77:97) … “The legislator…did not agree in all parts whether they wanted 

“Wohnriester” [at all]. A formal law was created relatively late. The whole time between summer 

last year and July this year we worked on the product development and made conceptual 

considerations in a space which tomorrow might not  exist any more. If the legislator had said they 

would not do it in that legislation period, then we would have invested one year of effort, which 

would not have impacted [at all]” (Product developer, project leader, 1:155).  
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These statements exemplify the challenges which arose due to the ambiguous nature of the 

information about the legal change and its multiple interpretation possibilities. As a result of this, 

the project members were subject to a constant learning process in order to ascertain that the 

development project would not move in the wrong direction. This aspect inhibited progress at 

nearly all stages of the learning process over the whole course of development.  

 

In contrast, in the online business project, the nature of knowledge tended to facilitate the 

absorption process. As already reported in the process description, both market and technical 

information was instead sourced directly from different sources. Once routine activities had 

assimilated that information to the bank’s knowledge base could be readily exploited without any of 

the difficulties interpreting or understanding the available information as was identified in the 

Wohnriester project. “Where IT is concerned , you do not have to change anything. You can buy a 

module, there are thousands [of this kind]. They have certain shop concepts which you can do 

yourself nowadays. In order to open an online shop, …, you have this done in one evening, so as to 

have your products online. So, that is there for us, too.” (Team leader new service development, 

783:787).  

 

Although this statement may certainly oversimplify the acquisition of expertise for the online 

business project and is directed more at the final stage of the project, it does reflect the basic 

character of information needed for the online business project. In this project, more explicit 

information had been sourced. Due to this unambiguous information, absorption was supported.  

Likewise, n terms of market information, this could be absorbed via long-standing routines, 

indicating the standardized nature of this type of knowledge. “Well, meanwhile this runs 

automatically as he [market research expert] passes reports on to me every three months, or at 

least every half a year. There are rules where we say: for this we need a statement, for example how 

[online] sales are developing, how did they perform last year” (Project manager, marketing, 

165:166). Also the ease with which the legal department collected information indicates the non-

ambiguity of the sourced information. “Then you simply sit down and in principle go through the 

online sales channels of other institutions. […] We just do it once.” (Lawyer, 231:239).  

 

Yet, notwithstanding the different degrees of ambiguity in the Wohnriester and online business 

project, the information sourced showed certain degrees of complexity in both projects. This 

became evident in the need to involve internal experts in order to translate the sourced market or 

technical information. This translation activity was observed to having taken place with all kinds of 
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information, no matter whether market or technical information, and was also identified in both 

projects regardless of their differing degrees of newness.  

 

However, it seemed that this basic complexity was a “default” feature of any sourced information 

and that the organization was used to handling complex information. It became evident that several 

information processing routines had been put in place which allowed the efficient handling of 

complex information inside the bank. These routine information processing activities existed both 

for the acquisition and the transformation of available external information. “We try to narrow it 

down via market research reports. […] Well, these ask repeatedly about the usage of the internet, 

how the affinity of customers was concerning buying financial products online, such as home loan 

savings, insurance policies, or other products. In this way we can easily observe how this develops 

over the years.” (Project manager, marketing, 53-57) “I rely on my colleagues [from market 

research] who provide these reports all the time.” (Project manager, marketing, 143). “… First he 

looks at them […] and then he makes a kind of summary. Then he always has the interpretation 

attached to it too with a conclusion showing what he has found out compared to the last time.” 

(Project manager marketing, 185-190) 

 

4.4.8 Intellectual Property Rights 

The lack of protection mechanisms in service industries seemed to influence the external learning 

activities at BankPro. This influence was observed to have taken place in the absorption of market 

knowledge. As reported in the section on the general new service development process at BankPro, 

the bank maintained several stages of which one concerned testing the service service in the market. 

As reported, however, this stage, had  not been applied to service development activities for several 

years. In consequence, no such market testing was observed eeither in the Wohnriester project or in 

the online business project. Market testing may, however, serve organizations as an important 

source of information for checking the fit of the service concept with customer needs and 

expectations. Yet, although relevant information could have been sourced via market testing, 

BankPro did not engage in such activity due to the potential risk of leakages of the new service 

characteristics to other competitors. “Once all steps have been followed, then we do a pilot run in 

practice. However, this is often not possible because then we would disclose our product innovation 

to our competitors. When we put a new HPS tariff on the market, we never do a pilot run; this 

simply does not work because then everyone in the market knows what we have in mind. So it has to 

be launched with a drumbeat.” (Head of service development, 023:023) 
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The need for service organizations to speed up their “time to market” is related to the lack of 

appropriation possibilities. BankPro reported wanting to be first on the market with their idea so as 

to outperform its competitors and in order to achieve potential first mover advantages. This may be 

especially important in markets in which new services are not protected by mechanisms such as 

patents. This striving for being first in the market constituted a second, related, argument as to why 

BankPro did not engage in external learning via market testing.  

“That has to do … with time-to-market. Naturally, you want to be … first. Due to this, it is written 

in the product development process that we may also do pilots, but actually in the last years we 

have got along without them.” (Head of Marketing division, 63:63)  

 

Learning about technical aspects was not constrained by the lack of protection mechanisms.  Where 

technology was concerned, thus especially in the online business project, BankPro benefitted from 

the imitation possibilities in the service sector. In this case, the technical realization of the web 

services offered by BankPro’s competitors served as a helpful input for internal development 

activities. “In recent years, we were once interested in how our competitors were offering an online 

contract in the internet. And then [we] did test purchases, for example, ok? And then we could 

easily see how this works […]. And that was very informative for us.” (Project manager marketing, 

(063:063). This availability and the opportunity to exploit competitors’ solutions was also observed 

in the Wohnriester project. In this case, the project manager of the Wohnriester project could easily 

integrate available technical information residing within a partner’s organization into the 

Wohnriester development activities, as no formal consent or copryright of this technical information 

needed to be considered. Hence, the use of externally available technical information was facilitated 

due to the non-existence of protection mechanisms for this kind of information. “Especially in 

relation to Wohnriester, company CV created know-how, because the legal topic has existed in 

general since 2001. They are also market leaders in their market. And there are certain things 

where we tried to get information in order not to ‘re-invent the whee’l. There we resorted to their 

know-how and competence.” (Product developer, project leader, 351:351). 

 

All in all, absorption of external information was both facilitated and limited. While the lack of 

protection of intellectual property potentially constrained the absorption of market knowledge, 

technical knowledge absorption was seemingly facilitated.  
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4.4.9 Mindset 

Particularly within the Wohnriester project, the general awareness of the considerable degree of 

newness influenced the employees’ mindset concerning the need to look for new information 

outside the firm. As the degree of newness was quite low for the online business project, a mindset 

for change was not observed to be present there and hence was not identified as an important 

influencing factor. 

 

In the Wohnriester project, members of the project group reported a high awareness of the need to 

learn from external sources. This need was observed to be grounded in the awareness that existing 

expertise and practices inside the organization would not suffice to develop a new service based on 

the upcoming changes in the legal context of the bank. “…As regards ‘Product XY’, this is a 

completely new product involving completely new processing approaches. For this, all people 

involved had to first deal … with the new legal propositions [from the government] in order to 

understand what will be tax supported [by the government]. “And this constitutes a real challenge: 

To transfer a completely new product, with totally new systems, into the mindsets”.” (Product 

developer A, 306:307). As crystallized from this and also from the next quote, organization 

members involved in service development seemed to have created a mindset which comprised 

being conscious of the radicalness of the upcoming change which, in turn, created awareness of the 

need to search and understand how these changes would affect the wider organization.  

[Wohnriester] … does not yet exist in the market, has never been there in this way, and there we 

have to look in every corner of the house in order to see where this project or product has 

consequences or relations”. (Product developer A, 46:46) 

 

Finally, the organization members’ mindset not only comprised awareness of the need to search for 

new insights on how to respond to the change, although employees were also aware of the need to 

constantly scan the environment and to continuously adapt internal development activities to a 

constantly changing external envinronment. The following quote indicates this sustained awareness 

of change and also the willingness to invest extra effort in the response to the observed changes.  

“Well, in February there was this draft bill that we were basing our project on because it was 

already relatively concrete. Then, in March we went into action and communication started. That 

continued until about July. And then the law was passed, and there were again parts in it that we 

didn’t know prior to that, for instance, the parts about young people or the Riester contribution. 

Then we added another campaign, especially for young people; but we had already planned that all 
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beforehand because we had defined scenarios. For instance, we said that in scenario 1 there is an 

exemption for young people, but none in scenario 2. And we said we would take the former in case 

1 and the latter in case 2. This went on all the time so that we would really be able to react very 

quickly. Because that was the main challenge in this project: to be able to react immediately any 

info arrived or if any deadlines in the legal procedure had been passed. That’s why we worked with 

scenarios”. (Market manager, marketing, 333:339) 

 

Hence, for the Wohnriester project, the employees’ mindset and awareness of the novelty of the 

project seemed to facilitate their willingness to constantly look outside for new information and also 

to be open to change their internal ways of working correspondingly, if necessary. In contrast to 

this, such a mindset for change was not observed in the incremental online business innovation. 

Instead, the development of this innovation was considered to remain within the boundaries of the 

bank’s existing expertise. This became obvious, in part, through the use of standard routines in 

order to acquire external (customer) information and the statements by legal experts that the 

information needed from outside could be directly applied with the help of existing internal 

expertise. “Well, meanwhile this runs automatically as he [market research expert] passes reports 

on to me every three months, or at least every half a year. There are rules where we say: for this we 

need a statement, for example how [online] sales are developing, how did they perform last year?” 

(Project manager, marketing, 165:166). “Well, these topics, the topics are known, those were from 

time to time relevant in different issues since years, also the topics which I named just before, like 

data protection law or the telephone marketing, that is not really something new.” (Lawyer, 205-

205). 

 

Hence, while a mindset was observed to be present in the Wohnriester project which was open for 

future change, in the online business project such a mindset for change was not observed, as the 

incremental nature rather called for the use of already existing competences and routines, and hence 

openness for change did not seem to be as relevant as for the radical innovation project. 

 

4.5 Summary of Findings: BankPro 

4.5.1 Wohnriester 

Within the Wohnriester project, highly active absorption activities were identified in the analysis of 

the interview transcripts and additional data from internal and external sources. At the same time, 
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this project constituted a radical innovation for BankPro, which was also reflected after the degree 

of change in various service dimensions had been assessed. In all three service dimensions, i.e. 

technical characteristics, provider competences, and client competences, substantial amounts of 

novel components were introduced which created a completely new service in comparison to the 

already existing services within BankPro and in the respective market in which the bank 

operated.Performance evaluation on the basis of time-to-market and market success thus revealed 

that the project had been developed in time and could be launched as the first service of its kind in 

BankPro’s respective market. In addition, market performance was shown to be considerably higher 

than internal staff of the bank had expected, consequently surpassing internal performance 

thresholds.  

 

 

Exhibit 27: Degree of Newness & Performance (Wohnriester) 

 

As regards the absorption process, a distinction was made between market and technical 

information absorption, as different processes were in place for each type of information. Where the 

process for technical information absorption was concerned, five interwoven phases were identified 

in the data which included both legal and IT-related information, as both types of information were 

highly interrelated. The process started with the recognition of the value of external information for 
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an innovation project. This was followed by the acquisition of the recognized information. 

Subsequently, a transformation of BankPro’s internal knowledge base took place in order to be 

capable of understanding and translating the externally acquired information in the fourth phase, i.e. 

transformation of the external information. Finally, the transformed external information was 

applied in the service development activities via the application phase. This process was repeated 

several times during the Wohnriester development project. Furthermore, several phases overlapped 

and were performed in parallel to each other, as the next figure depicts.  

 

The market information absorption process showed similar phases although, contrary to the 

technical information process, no internal transformation of the existing expertise areas took place, 

as the externally acquired information could be translated and applied with existing expertise. 

Further, the absorption process was also iterated several times during development, yet no 

parallelism or considerable overlap between the individual phases was observed, since the acquired 

information did not change as fast as in the case of the technical information absorption. 

Additionally, both the market and technical absorbtion processes showed considerable degrees of 

interreleation, as the absorption of market knowledge benefitted from previously absorbed technical 

information and vice versa. 

 

Exhibit 28: Absorption Processes (Wohnriester) 
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Regarding the relationship of the ACAP process with the general innovation process, additional 

findings have been made. First, the ACAP process paralleled the at times highly iterative innovation 

process. In general, after the project was startet, required information was recognized and acquired 

and then transformed in parallel to the analysis and conceptualization of the Wohnriester service 

concept. The transformed information then was applied during the implementation and realization 

of the new service. Here no different patterns were observed regarding market and technical 

absorption when compared to the flow of the general innovation process. Both showed a similar 

relationship to the general conduct of the innovation project and were both highly iterative in 

nature. The following figure delineates this pattern: 
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Exhibit 29: ACAP and the Innovation Process of Wohnriester 
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4.5.2 Online Business 

The online business project at BankPro constituted an incremental innovation project which was 

aimed at improving the online banking functionality of the bank’s main service offerings. This 

crystallized after analysis of different service dimensions. In the three service dimensions explained 

earlier, only little or moderate changes were observable. As no new service was introduced, but 

instead rudimentary online services improved in this project, no external market analysis was 

necessary to buttress the evaluation of incrementality. In addition, the performance of this 

incremental innovation project was good, as far as a final assessment was possible during data 

collection. The realization of the project was  progressing well at the time of data collection and no 

challenges or difficulties were observed to have taken place during the already accomplished tasks. 

The final tasks still to be performed were also regarded as being of a comparatively standard nature. 

 

 

Exhibit 30: Degree of Newness & Performance (OnlineBusiness) 

 

The online business project at BankPro also involved both technical and market-related absorption 

activities. As in the Wohnriester project, the technical absorption mostly comprised legal 

information needed for the technical realization of the service. In this case, four phases were 
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observed, i.e. recognition of the value, acquisition, transformation of the external information, and 

application. In addition to the non-existence of any transformation of internal expertise, neither 

iterations nor parallel phases were observed as external technical information absorption was 

observed to have taken place in a sequential manner.  

 

The absorption process for market-related information showed identical phases, although some 

iterations were observed in this case. Information on market characteristics was sourced several 

times before and during the project. Yet, similar to the technical absorption, no parallelism or 

overlap between the individual absorption phases was identified in the data, while limited 

interaction between the overall market and technical absorption processes were present. 

 

 

 

Exhibit 31: Absorption Processes (Online Business) 

  

 

Regarding the relationship of the ACAP process with the general innovation process, a parallel 

pursuit of both processes has been observed, similar to the Wohnriester project. In more detail, 

during the early phases of the innovation process also the initial phases of the ACAP process were 
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conducted and towards the implementation of the service, also the last phase of the ACAP process 

was being conducted. Hence, both processes paralleled each other to a considerable degree. Further, 

no iteration of the innovation process was observed, as no sudden changes in the external 

environment appeared. Neither were errors spotted which would have necessitated a reworking of 

already performed tasks. While most of the absorption activities neither showed large degrees of 

iterations, the absorption of market information was performed iteratively. Yet, due to the non-

changing nature of the market environment, no new and different information was absorbed and 

hence no iteration of the innovation process was needed. The following exhibit visualizes these 

observations.  

 

Exhibit 32: ACAP and the Innovation Process (Online Business) 

 

 

 

4.5.3 Facilitators and Inhibitors 

Several factors were observed as inhibiting or facilitating the absorption of externally identified 

market or technical information. To start with the Wohnriester project, social integration 

mechanisms, i.e. mechanisms for sharing knowledge among the members of the organization, 

facilitated the absorption of both market and technical information. In the case of the online 



Case Study Report I: BankPro 170

business project, however, social integration mechanisms were not found to have been important 

factors for this incremental innovation. 

 

 Further cross-boundary expertise of internal project members, meaning the partial overlap of 

expertise among the various experts involved, was helpful for the absorption activities. Yet, while 

these were of utmost importance during the Wohnriester project in order to cope with the high 

dynamism of the absorption process, the cross-boundary expertise only marginally supported 

absorption during the online business project as less information was sourced under more stable 

conditions. 

 

Also broad prior procedural know-how and experience in “service development” supported, 

inparticular, the Wohnriester project, as such experiential prior knowledge promoted the 

collaboration between the various project members involved in recognizing, acquiring, transforming 

and applying novel external information. In the online business project, absorption of externally 

sourced market and technical knowledge benefittet more from existing, explicit internal knowledge 

such as already available technology or customer databases. 

 

The change-adaptive mindset of BankPro’s employees regarding the urgency and relevance of this 

project supported the absorption of both market and technical information exclusively during the 

Wohnriester project. During the online business project, such awareness of change and appreciation 

of external information was not needed due to the low degree of newness of the project for the 

project members and the corresponding proximity of the necessary external information to the 

project members’s expertise areas.  

 

Power relations with internal and external actors also facilitated the absorption activities during the 

Wohnriester project, as their claims and convictions relating to the importance of the underlying 

legal change released the internal resources necessary for acquiring and transforming external 

information. Interestingly, these power relations existed both internally within the bank as well as 

externally via the bank’s association or customers. However, whereas in the Wohnriester project 

both internal actors in combination with the external  association of home loan banks influenced the 

absorption process, in the online business project, external customers played a greater role in 

motivating the overall project and, in consequence, influenced the search for corresponding 

information outside the firm. 
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As for network partners, especially the quality of relationships as well as the availability of 

variegated, multiple information sources supported the absorption activities during the Wohnriester 

project and, due to less need to source information from network partners, also supported the 

Onlinebusiness project to a lower degree. Reasons for this facilitating effect were rooted in the 

larger amount of available, relevant information and access to the partners’ information which was 

facilitated through trust relationships.  

 

The lack of protection mechanisms for service innovation reduced the amount of absorbed market 

information for both the online business and the Wohnriester project. As the new services could not 

be protected via patents or other appropriation mechanisms, organization members feared that 

valuable information could “leak” out to competitors as a result of exposing the novel services to 

customers prior to the market launch. Due to this perception, no market tests were conducted, 

inhibiting the absorption activities geared towards market information in both projects.  

 

On analyzing the role of the nature of the externally sourced technical information, both inhibiting 

and facilitating elements were revealed. The high degree of ambiguity, i.e. the multiple ways of 

interpreting the novel technical information, as well as the implicit nature of the sourced 

information, increased the absorption-related workload in the Wohnriester project. In the online 

business project, the more explicit nature of the externally sourced technical information facilitated 

the absorption process as less effort needed to be put into understanding and translating the novel 

information.  

 

The large firm size was identified as having positively influenced the initial phases of the 

absorption process due to the large number of internal experts and amounts of resources available. 

In later phases of the Wohnriester project, however, the large firm size inhibited a quick application 

of the absorbed information due to the complex infrastructure and routines caused by the size of the 

firm. As the online business project required fewer changes to be made inside the organization due 

to its incremental nature, such an inhibiting effect of the firm size on the application of the 

externally sourced information was not observed. 
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Exhibit 33: Facilitators & Inhibitors BankPRO 



Case Study Report II: BBVA 173

5 Case Study Report II: BBVA 

5.1 Overview of Innovation Activities at BBVA 

5.1.1 Description of the Case Study Organization 

BBVA, Banco Bilbao Vizcaya Argentaria, is a large retail bank, offering a wide array of financial 

services to both end-consumers and business clients. In Spain, BBVA lists as the second largest 

bank, after Santander, and was founded 150 years ago in the north of Spain, i.e. Bilbao. While the 

origin of BBVA clearly resides on the European continent, BBVA expanded to the USA, South 

America and Mexico, in Mexico being the largest financial institution, and listing among the 25 

largest financial institutions in the USA besides being one of few successfully operating western 

banks in China.  

In 2008, BBVA employed 112.000 people, serving over 47 million customers in over 30 countries.  

While BBVA strongly expanded during the last years, it kept hold of its basic corporate principles, 

focused on a strong customer orientation, and dedicated innovation as an engine for future growth. 

In 2009 BBVA achieved to enter the league of the seven largest banks worldwide, measured in 

market capitalization. 

 

5.1.2 External Context 

The external environment of BBVA is characterised, by Spanish regulations of the banking sector, 

increased competition in the core business of BBVA, as well as changes induced by the global 

financial crisis.  

 

As regards the regulatory environment for BBVA, the innovation activities followed within the 

bank were affected, too, although no financial product was developed. In fact, all innovation 

analyzed did fall outside the core business of BBVA, as no loans, savings or other financial 

products were developed. Yet especially the non-core focus of BBVA’s innovation programme 

necessitated a distinct management approach to their innovation projects. Being a retail bank, 

BBVA was not permitted by country’s financial regulations, to develop services not related to its 

banking license. This resulted in the situation that many innovation projects, once launched, needed 

to be transferred to newly created external firms. This, however, did not affect the further 

improvement and guidance of these formal “spin-offs” by the BBVA innovation centre. Although 

projects were transferred to new legal entities, the further improvement still was done inside BBVA 
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to a large degree. “Well, theoretically a bank is not permitted to sell a product which is non-

financial, ... do you know for example that the bank-branches offer travel [agency services], gyms, 

cars, and therefore. The bank must not offer those services because they are not within their 

corporate purpose. What the bank does is creating a company which has as a corporate purpose 

like those travel services or other specific things in order to be able to do these kinds of 

transactions…” (Marketing expert, Centre for Innovation, 097:106) 

 

As regards the financial crisis, here members of the innovation centre within BBVA mentioned 

direct impacts of the crisis on the innovation activities of BBVA. Yet, impacts were reported to be 

more of an ambivalent nature. As BBVA’s customer base to a large extent was based on small and 

medium sized firms, managers within BBVA see a challenge for the bank due to the large impact 

the crisis has on this large segment of the bank’s customers. More precisely, while the bank feared 

that a considerable percentage of these clients would purchase less core-financial products, also 

recently developed innovations such as an online accounting service for small and medium sized 

organizations were potentially affected by the consequences of the financial crisis and subsequent 

economic downturn. “The challenge which it will be confronted with in the short term is the 

national economic situation. The clients of Econta are small companies with maximal ten 

employees and small professionals, per definition. In a financial crisis those are the clients, or 

those are the companies which suffer most. Insofar, our client basis, 90% are of this type, Econta 

will suffer, it will suffer with the crisis, logically.” (Project leader Econta service, 481:483) 

 

In contrast, other services of the bank, such as the Tucuentas personal finance management software 

were thought of benefitting from the crisis. As the project leader of this innovation argued, the 

financial crisis would increase the awareness of consumers to manager their financial situation, 

which, in turn, could increase the value, online banking users may derive from the novel tucuentas 

service. “I believe what the crisis has done is increase the degree of usage of the application 

because today what the people have … precaution about how to use their money, … and try to 

understand much better how they manage their money. Therefore in this sense I believe it increased 

the use of the application because it is oriented exactly towards this.” (Project leader, 170:171)   

In addition to these specific impacts of the external context on the business of BBVA, also 

increasing competition in the core-sector of BBVA’s business model affected innovation activities 

of the bank. As data revealed, BBVA noticed the trend in their core financial services that not only 

incumbents of the market, i.e. other banks, were increasing the competitive pressure on their 

services via reduced prices and cost cuttings, but also originally non-financially oriented service 
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firms such as retail companies or grocery chains introduced in recent years financial service 

offerings such as consumer-loans or credit cards. Induced by this increased competitive pressure, 

BBVA responded by investing not only in innovation within their core business, but invested also 

in the development of non-core innovations, which would open up new markets and cross-selling 

opportunities. “It is as easy as this: When even supermarket chains enter our market of retail 

banking already, we need to respond to this by entering into non-banking businesses in addition to 

our core-banking business.” (Marketing expert in the center for innovation at BBVA) 

 

Besides these external market pressures, also technological advancements made in the external 

context of BBVA influenced their innovation activities. Nano-technology, or new possibilities to 

transfer service offerings to the digital domain initiated a strong technology focus within the 

innovation activities of BBVA. “We believe that the industry is going to be totally different. We 

believe that there are going to be inconvenient [changes] which will be appearing. It is already 

happening in a very small scale but remember digitalization is changing the world, whatever, 

whatever, whatever can be digitalized it´s gonna be digital, it is already or it´s gonna be digital. 

Remember what happens with the music industry, digitalization comes, and  they have almost 

disappeared . And with the Photo Industry Nikon, Kodak. Because they didn´t see the power of 

digitalization, Encyclopedia, think about Encyclopedia.  So life in finance is going to be different it 

may happen to us we have to be ready for that  the same as p2p lending will…we have to be ready 

to be monitoring very closely.” (Marketing expert, Centre for Innovation, 133:147) 

 

All in all, the external context influenced several innovation activities. While increased competition 

served as a trigger for the bank to strengthen their innovation activities, the financial crisis either 

supported or inhibited the success and future perspectives of single service innovation projects, 

rather than affecting the whole innovation strategy of the bank. Finally regulatory aspects impacted 

on innovation projects, yet only regarding their legal structure. 

 

5.1.3 Internal Organization of New Service Development 

At BBVA, innovation projects were treated as unique and were either pursued in the market-

specific innovation divisions or in the in 2007 founded innovation center at the corporate level, 

located in Madrid, Spain. While responsibility of product innovation was handed to Manuel Castro, 

head of innovation at BBVA, Top executives such as the chairman of BBVA participated on a 
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regular basis in strategic innovation councils, which were installed to provide advice and support 

for novel, promising ideas and projects. 

 

Beneath the head of innovation, different project groups took responsibility in leading different 

innovation projects, which were identified priory by the department members, and which fit to the 

strategic innovation orientation of BBVA. In addition, BBVA decided on each promising idea 

individually, whether it is being developed in-house or handed over – in part or fully - to an external 

partner, if it was not even developed first hand by an external start up company. Indeed, BBVA 

decided from early on, to not force different and highly varied innovation projects into the same 

innovation management approach. Hence, various approaches to developing a new service 

innovation could be found inside BBVA.  

 

Hence, at BBVA no formal development process structure was defined. Yet, for parts of the 

development work, routines had been established. Firstly, each innovation project started with the 

basic investigation of the customer’s needs. As became evident in different project examples, the 

bank put their client needs first. In addition, each innovation project had access to the so called 

business partner department, in order to acquire the most recent information about technological 

options to support the innovation project. After these initial steps had been accomplished in order to 

narrow down the choices for the development of the subsequent service concept, IT-development, 

prototyping and the final market introduction had been observed as having been frequently pursued 

activities during BBVA’s innovation projects. Hence, the figure below depicts frequently observed 

activities in different projects at BBVA. 
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Exhibit 34: Meta-Innovation Process BBVA (Ramis & Droege, 2010) 

 

5.1.4 Observed Service Development Projects 

At BBVA, several innovation projects were being opened up to the researchers. Overall, five 

projects have been analyzed within BBVA and in particular within the Innovation Center of BBVA 

in Madrid. This opportunity to study a large number of innovation projects within the bank allowed 

for a choice of specific projects for inclusion in this case report with characteristics which suited the 

research aims best. In more detail, two contrasting projects were included in this report in order to 

assure that both radical and incremental innovation projects would be covered. The other innovation 

projects have been presented and analyzed in the corresponding teaching case and teaching note by 

Ramis and Droege (2010) “Innovation at BBVA”. 
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A few years ago, BBVA identified the fast potential which modern web-technology offered to retail 

banking, and BBVA envisaged that customers might appreciate additional online banking services 

so as to manage their own financial activities better and make them more transparent, such as what 

they actually spend their money on or how they spend their money in comparison to their respective 

peer group, and how they could optimize their spending habits. “The objective of innovation in the 

group is to generate products and services which are useful to the individual person. In this sense, 

Tú cuentas really represents an example of how we are developing innovation inside BBVA.” 

(Manuel Castro, head of Innovation and Development) 

 

In addition to enhanced user experience and increased functionality and flexibility, BBVA also 

aimed at allowing its clients to also integrate banking information from other bank accounts outside 

BBVA (see Exhibits 4 & 5). Especially this last function created a unique service concept that was 

new to the market of retail banking. Since solutions for online banking were limited to basic money 

transactions and stock trading possibilities during that period of time, BBVA decided to search for a 

company capable of developing and maintaining an application which could respond to BBVA’s 

discovery with the right technology, which, in addition, could be integrated into the existing 

technological infrastructure. (Ramis & Droege, 2010) 

 

 

 

Exhibit 35: Tucuentas – Website (taken from Ramis & Droege, 2010) 
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 “Premium” 

The idea of eConta, a personal online finance management service, offering online accountancy 

services to SMEs (Small and medium sized enterprises), was conceived during BBVA’s regular 

attendance at national and international start-up company congresses. The envisaged potential of 

eConta was particularly based on BBVA’s conviction that the general quality of accounting service 

was still poor in Spain, as SME were still used to handing in documentation about their income and 

expenditures every three months, shortly before the taxation office deadline. This resulted in the 

fact that SMEs had no - or only infrequent - transparency concerning their cost and income ratio, or 

at least had no means to analyze their financial situation over time on a detailed basis. Fueled by 

BBVA’s awareness that this service – which for decades had gone unchanged - was due for novel, 

innovative business solutions, a 70% stake in eConta was purchased in June 2007. A further reason 

was the potentially large target group and the fit and synergistic opportunities of accountancy 

services with other financial offerings of the bank. In particular senior management identified the 

potential of integrating the databases of eConta and the clients’ potential online BBVA bank 

account information in order to automate considerable elements of the tax calculation. From that 

date until February 2009, BBVA did not interfere in the management of the company, nor in the 

design and characteristics of the offered accounting service.  

 

Then, in February 2009, BBVA decided to become more actively involved in the business of 

eConta and defined a project leader for eConta, who would create a link for the exchange of ideas 

and practices between the start-up and BBVA. In this pursuit of tightening the relationship between 

the bank and the start-up, BBVA started an improvement initiative lead by internal staff of the bank. 

Aim of this improvement action plan was the development of eConta Premium, an added service to 

the basic eConta accounting offering which aimed at offering a more convenient data entry 

procedure for the small and medium sized client organizations. In more detail, eConta Premium was 

designed in order to collect the paper based information of its clients and to digitalize them with 

internal document-management technologies. With this added service, clients would need to spend 

less time on using the eConta service, as no data entry of the clients was needed anymore, but was 

performed by eConta on behalf of the clients. This was enabled through latest scanning and 



Case Study Report II: BBVA 180

digitalization software. The case report hence is focused on this improvement via introduction of a 

premium line to the existing service offering. 

  

 

 

Exhibit 36: eConta Homepage (Date of retrieval: 20.08.2010) 

 

5.2 Project I: TuCuentas 

5.2.1 The Development Process of Tucuentas 

TuCuentas was developed inside the centre for innovation (CI). Development started in January 2008 

and lasted until January 2009. While the project leader was positioned in the core innovation 

development team within the CI, other team members were sourced also from the outside of the 

center. The project started from the strategic innovation plan of BBVA and first directions given by 

the head of innovation, Manuel Castro. The head of innovation envisaged that a future online banking 

design would embrace enhanced flexibility and the offering of services not bound only to the 

management of financial services of BBVA, but would integrate bank accounts from as many banks, 

as the client would be maintaining relationships with. From this initial inspiration, senior 

management of BBVA engaged in a search for a partnership with a specialized start-up company, in 

order to access expertise in latest technology and web programming. During a start-up faire, 

Strands.com was discovered, a highly successful start-up company specialized in developing web-

services based on latest programming standards and which was well known for its creative potential 

due to prior projects related to a web-service for the Ipod Nano / Nike Shoes.  
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Subsequently, BBVA acquired a 24% stake in Strands.com which was followed by the creation of a 

project group amounting to 60 members inside BBVA plus various members sourced from 

Strands.com. The actual development work started with a study of basic client needs in order to 

reveal to what needs of future clients, the new online banking service would have to respond to. 

These market studies were performed in parallel to the contract and acquisition procedures with 

Strands.  In late May 2008, the project was presented to Manuel Castro by illustrating the future 

service with a partially working application of the later web-service. Due to the acceptance of the 

level of progress made in the first half of the project, further development was supported by the head 

of innovation which was followed by further programming.  

 

As development methodology, the project manager chose a specific IT-development process model, 

called SCRUM. This methodology contains rules of constant feedback and critical discussion of 

already accomplished development in daily and monthly cycles. This methodology allowed the 

project team to reflect on the work done and to identify errors and misspecifications in early phases.  

In July 2008, a beta version of the new web-service was made accessible to a restricted numbers of 

external beta-testers and internal staff in order to learn from their usage-behavior and to take their 

feedback and suggestions into consideration. After three months of intense feedback and subsequent 

changes made to the web-service, the beta version was closed to the testers and the final version was 

made available to BBVA clients on the 15
th

 of December 2008. Since then, Tucuentas has increased 

significantly the time spent by clients using the BBVA online banking system. In addition the 

number of BBVA clients using the service increased significantly, surpassing the number 300.000 

users in June 2009. 

 

5.2.1 Performance 

The performance of the tucuentas project was assessed both by means of internal qualitative and 

quantitative performance indicators. To start with, the comments made by the project leader of 

tucuentas indicated that the performance of the service after its market launch was very positive. 

According to these statements, customer satisfaction was high and service utilization and the 

number of clients using the service increased significantly already after very short time. “The truth 

is that the clients are very satisfied, we won many new clients in very short time, which means that 

the people are demanding it. The same way, we are managing 300.000 clients in only six months.” 

(Project leader, 161:162) 
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In addition to these statements regarding the market performance of Tu Cuentas, also the internal 

project performance regarding the time to market was analyzed. Here, statements about milestones 

of the project and project duration indicate that the project accomplished the priory defined time to 

market milestones. “We started with the project in January 2008, and also it was clear to us, that 

the product needed to be finished, that the product needed to be launched to the clients in the year 

2008 also., we could not go to 2009. Therefore we put all the power into bringing… Christmas is 

the time when the people feel more need of financial planning, therefore from there we included 

everything in our plans in order to be ready then.” (Project leader, 142:143) This milestone was, 

according to the data, accomplished successfully. “The project started January 2008 and 

terminated December 2008.” (Project Leader, 067:069) This internal statement was supported also 

by the official analysis of Forrester Research: “BBVA’s Tu Cuentas online personal finance 

managerment service was launched in late 2008.” (Alexander Hesse, Forrester Research, Case 

Study: BBVA’s Tú Cuentas Shows What Next-Generation Online Banking Will Look Like”, p. 2)  

 

Hence, all in all, the Tucuentas project accomplished both internal time to market milestones, as 

well as market performance criteria. The latter especially becomes evident by looking at reports 

published by external research companies which indicated similar levels of success. Forrester 

Research published a case study on the tucuentas service and provided data on the different 

performance dimensions of the service.  
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Exhibit 37: Performance Tucuentas: Number of registrations (Forrester Research) 

 

 

Exhibit 38: Performance Tucuentas: Usage compared to standard online banking (Forrester Research) 

 

As can be extracted from these exhibits, tucuentas attracted a continuously increasing number of 

users within the first months of usage. In fact number of users increased from December 2008 to 
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March 2009 by more than 60%. In addition, not only the number of registered users increased 

significantly, also the duration of usage of the BBVA online banking service increased 

significantly. The average time users spent in their BBVA online banking application more than 

doubled in the observed time periods of December, January, February, and March. While in the 

beginning of the service customers may have needed more time to understand and operate the novel 

and unfamiliar features of tucuentas, this has been argued by Forrester as being a rather unlikely 

reason for the doubled usage time in later month, where the very same customers had used 

tucuentas for several months already.  “While users of the regular online banking service BBVA.net 

spend about 2 minutes per session on average, Tu Cuentas users spend about five minutes, 

suggesting that they are getting value from the service. The average time users spend in Tu Cuentas 

has steadily fallen as users have become familiar with the functionality. Nevertheless Tu Cuentas 

users continue to spend twice as long per session as users of the standard online banking service.” 

(Alexander Hesse, Forrester Research, Case Study: BBVA’s Tú Cuentas Shows What Next-

Generation Online Banking Will Look Like”, p. 6)  

 

All in all, both internal statements as well as externally sourced information about the performance 

of Tu Cuentas support the notion, that the service was highly successful both regarding the 

accomplishment of time to market measures and the market performance in terms of number of 

users and value created for the customers. The following exhibit summarizes this evaluation. 

 

 

Exhibit 39: Performance TuCuentas 
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5.2.2 Degree of Newness 

According to the model of Gallouj & Weinstein (1997), in the following the degree of newness will 

be evaluated based on the different service dimensions. 

 

To start with the technical service characteristics, many novel technical characteristics were 

introduced which prior to Tucuentas did not exist within the bank. As had been reported in earlier 

descriptions of the absorption process, BBVA was not capable of developing the technical features 

of tucuentas on its own. In fact as the project manager of tucuentas mentioned, only very few 

organizations were actually able to provide the needed expertise for the envisaged service 

development. “Strands has knowledge of recommendation [logics] and social media which we 

consider to exist only in very view firms. And exactly because of this we were interested that they 

could freely develop their projects and we could benefit from their ideas which they created. Hence 

from there we thought that Strands is very beneficial exactly because of their characteristic 

idiosyncrasy. They provide a differentiated value in contrast to other companies…” (Head of 

Tucuentas project, 206:206). Hence, the technical expertise to develop the new service did not exist 

inside the bank prior to the project. Only through acquiring a partial stake in Strands.com, BBVA 

became capable of developing the new service. Yet, as was mentioned in the above already, 

different departments inside the bank supported the project by taking over specific development 

tasks. Within the commercial intelligence department, support was provided in the mathematical 

modeling of the recommendation software. While the experts inside this department also held 

expertise in such modeling, the specific expertise for developing the exact mathematical model for 

tucuentas was not available. Even experts within this department needed to update their knowledge 

base in order to support the project. “In Tucuentas, I do not know whether they have told you, the 

application for all parts related to financial and non-financial recommendations: All these are 

mathematical topics from which they take advantage and besides there are expertise areas in which 

this person [a mathematician] is highly specialized in his topic, but he had to complement it with 

other [expertise] areas.” (Manager, consumer insight, 186:186) 

 

Hence, considering the need of BBVA to acquire an external firm in order to become capable of 

developing this new service, as well as the need of internal experts to update their knowledge for 

the tucuentas project, the technical characteristics of the tucuentas service depart and considerably 

from the existing technical competences of BBVA.  
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Regarding the provider competence dimension, similarly to the Online Business service of 

BankPro, this dimension is not applicable to the Tucuentas Services. The provider competence 

dimension comprises those competences which a single person owns in order to be able to 

competently serve the service to a client. As in the tucuentas service all activities were pursuit 

directly online, no single persons are involved in the day-to-day service delivery of Tucuentas. 

Hence, this dimension is not relevant to the assessment of the degree of newness of tucuentas. 

 

Finally, in the customer competences dimensions many novel elements were introduced compared 

to existing services of BBVA. Within the customer competences those changes are assessed which 

impact on the customer-provider interface and which affect the customer co-production within the 

service delivery. Data suggests that the customer co-production of tucuentas improved significantly 

when compared to prior online banking services. Within tucuentas, the customer was capable of 

freely organizing the web-presence of his/her banking interface. This comprised but was not limited 

to the choice of peer groups with which the client can compare his/her expenses. In addition, the 

client could choose product and service types which he is interested in, and which should be 

recommended to him, based on his spending behavior. Finally, the client had the opportunity to 

connect to this online service his / her additional bank-accounts from other financial institutions. 

Hence, the client gained more freedom in his management of his financial activities. These novel 

design options of the clients’ bank-interface demanded a significantly increased number of 

decisions to be taken by the client, as the client had to design his interface according to his 

preferences. This, in consequence, increased the client-co-production, as with the tucuentas service, 

the decision of what kind of information would be shown to the client moved from the bank to the 

individual client.  

 

Hence, the client-co-production increased significantly and hence the changes within the customer-

competence dimensions of the tucuentas project are regarded as high. All in all, due to the large 

amount of novel elements within the customer competences and technical characteristics 

dimensions of the tucuentas service,  the overall assessment of the degree of newness is “radically 

new”.  

 

This assessment is also supported when looking at how tucuentas was evaluated by external experts. 

Tucuentas was evaluated by Forrester Research as a “test bed for next generation online financial 

management” which supports the here performed evaluation of the degree of newness of Tucuentas 

as “radically new”. “Many banks worldwide have developed functionality like site customization, 
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account aggregation, online personal finance management, peer comparisons, and personalized 

product offers. But BBVA is the only bank we have seen to be bold enough to combine all of them in 

a single online service. eBusiness and channel strategy executives at other banks should view Tú 

Cuentas as a fascinating case that will help them to shape their vision of next-generation online 

financial services. They should also keep track of the success of BBVA Tú Cuentas as a test bed for 

many of the elements of next-generation online financial services” (Alexander Hesse, Forrester 

Research, Case Study: BBVA’s Tú Cuentas Shows What Next-Generation Online Banking Will 

Look Like”, p.9) Forrester Research is a leading business and technology research company, with 

more than 2600 client companies (2008) and approximately 240mio USD in total revenues. 

Forrester is listed at the NASDAQ stock market. Their final evaluation of Tucuentas has been 

published in June 2009.  

 

In addition to the evaluation of Forrester Research, also “Actualidad Economia” awarded the 

Tucuentas service as “one of the 100 best ideas of the year” in their 2009 evaluation of innovative 

products and services.  

 

Hence, by taking both the internal and external evaluation of the newness of the Tucuentas service 

into consideration, an evaluation of this service as being “radically new” is considered here as most 

appropriate, as summarized in the following exhibit. 
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Exhibit 40: Degree of Newness TuCuentas 

 

 

5.2.3 The Absorption Process 

In the following, the single absorption activities are being reviewed and are grouped into absorption 

phases, based on the in the literature identified conceptual process model by Todorova & Durisin 

(2007). 

5.2.3.1 Recognizing 

The recognition of the value of novel external knowledge in the TuCuentas case was rooted in the 

general observation activities of BBVA. Within the Tucuentas project, external searching was 

active in different areas, both related to market and technology knowledge. More precisely, 

technology oriented departments engaged in thorough benchmarking activities, in order to reveal 

the state of the art of current online banking and online financial analyzing tools. “In the beginning 

we did a very broad benchmarking study… before starting with the project, this was in November 

2007, hence there what was looked at were all applications which existed in the market in terms of 

personal finance managers. We collected all characteristics and looked which could be the 

advantages…” (Project leader, 114:114) 
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In addition to the technological scanning, also the market was constantly scanned through customer 

studies by the consumer insight department. In addition to these more general activities, more 

focused search was performed with regard to the identification of a suitable partner from which 

more concrete information for realizing the personal finance management solutions could be 

sourced. Boundaries of the search were clearly marked through the priory defined main 

characteristics of the new service. “In this sense within the objectives of the project, Tucuentas only 

is part of these, therefore for this a company was searched which could develop in a certain way a 

software which could be aligned with the initiatives we wanted.” (Project leader, 10:11) 

 

Yet, though the concrete search for a technology partner was being performed only at the beginning 

of the project, the scanning for novel features and ideas for inclusion in the novel service was being 

maintained over large periods of the whole development projects, overlapping considerably with 

already ongoing development phases. “During these 10 months we were constantly monitoring the 

applications of the competitors” (Project leader, 126:127) 

 

5.2.3.2 Acquisition 

After the state of the art of current technology and approaches towards personal finance analysis 

had been identified, the priory identified technology partner “Strands.com” was brought into the 

project as part of a larger learning relationship between BBVA and Strands.  

 

Strands.com was a former start-up company, founded in 2003 both in Spain and the USA. Strands’ 

core competencies lay in the development of analysis tools for customer analysis, which had been 

firstly applied within a music-suggestion tool for MP3-downloads. On the basis of former 

purchases, and the analysis of the music bought, Strands’ software was capable of offering the 

customer individual suggestion of additional songs, which were similar to the ones already 

purchased. Based upon such and other solutions, Strands employed in 2009 more than 100 

employees generating more than USD 12 million of sales. 

 

The bank purchased 24% of Strands in order to benefit from the unique knowledge Strands was 

offering. BBVA could have contracted Strands only for the period of actually developing the new 

application, yet this would have limited both the scope and long-term access to the expertise sets 

residing at Strands. Indeed, the investment’s primary aim was to benefit from Strand’s creative 

ideas and novel solutions also in the longer run. Due to this, and in order to even increase possible 
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acquisition of information in the future, BBVA granted Strands the right to exploit the development 

which was done together with BBVA also for non-BBVA related business solutions. As a result, 

Strands introduced similar services, with the label “Moneystrands.com”. Management at BBVA 

strongly believed in the long term learning benefits of this collaboration and therefore regards its 

investments in Strands as highly strategic in nature. “Strands is free to develop those products and 

those initiatives which they want. Strands does specific projects and on the other hand they develop 

their own ideas in a free way and if something is of interest to us, we can take it for free.” (Project 

Leader, 034:034) 

 

Besides acquiring technical information from strands.com, the project leader also initiated a 

constant acquisition of information about competitor’s solutions regarding personal online finance 

managers. “During these 10 months we were constantly monitoring the applications of the 

competitors and in the moment in which something existed which we thought of as being 

interesting, we incorporated it in our road map (Project leader, 126:127) 

 

BBVA also engaged in acquiring more in-depth information about customer’s perceptions of 

TuCuentas’ basic service characteristics. Inside BBVA, this first feedback round with customers 

was called “proof of concept” and was conducted in the last months of 2007. Based upon the 

positive feedback the customers issued concerning the basic ideas of Tucuentas, BBVA decided to 

start developing it at the beginning of 2008. “…we did what is called a proof of concept, a market 

research, where we did focus groups with selected persons presenting this idea, in order to know if 

these persons would agree or would not agree with [the fact] that a bank launches this project. 

There we received a very positive feedback from all over the world and it was in that moment that 

we decided to launch that project.” (Project leader, 51:51)  

 

In addition to this initial acquisition of customer feedback information about the basic service 

characteristics, subsequently, the project team started to obtain additional feedback once usable 

versions of the new service were available. This second customer involvement was initiated after 

the beta-version of Tucuentas was approved by the head of innovation as being appropriate. “From 

there in that sense what we did was that the application was opened to specific journalists and five 

hundred beta-testers from the bank / clients. These could operate with the application and could 

provide us with feedback. ... And those things which they told , at the time when the people provided 

us with feedback, we did changes and corrections in the application on the basis of that information 

which we got. (Project leader, 074:074) 
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In addition to the initial and subsequent customer involvement during the actual development of 

tucuentas, after the introduction of Tucuentas, the project team remained closely connected to the 

customer’s experience of the new service. In this respect multiple communication channels were 

opened in order to suit the customer’s preferences most. Among others, Twitter, Facebook and 

other social media channels were institutionalized in order to acquire on-time feedback about 

possible errors, or improvement opportunities from the actual service-users. “And on the other side 

what we were also searching for were communication channels with the clients, there existed a 

strategy, very much [Web] 2.0. We opened strategies in Facebook, we opened strategies in Twitter, 

we also opened a blog and apart from this additionally there exist several contact channels with the 

bank which are referred to hotlines and email so that the people can send a series of inquiries and 

afterwards we get in contact with them in order to resolve their questions. (Project Leader, 

164:164) 

 

5.2.3.3 Transformation 

Transformation of internal knowledge base 

For the TuCuentas project, the internal knowledge structures were transformed. Here especially the 

technical knowledge base had to be transformed in order to become capable of applying external 

information necessary for Tucuentas. Internal experts of the bank needed to update their basic 

expertise areas in order to become capable of understanding and applying novel information about 

the underlying algorithms of the tucuentas service. “In Tucuentas, I do not know whether they have 

told you, the application for all parts related to financial and non-financial recommendations: All 

these are mathematical topics from which they take advantage and besides there are expertise areas 

in which this person [a mathematician] is highly specialized in his topic, but he had to complement 

it [his expertise] with other areas as these were not well know before.” (Manager, consumer insight, 

168:168) 

 

Besides this transformation directly related to the tucuentas project, BBVA had performed a change 

of both the market and technology knowledge bases few years before the here reported project. This 

was due to the awareness of BBVA that innovating in novel domains outside the bank’s core 

business would necessitate an in-depth understanding of novel technological domains, as well as 

being capable of understanding novel markets and different types of potential customers.  
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Firstly, due to the earlier decision of the bank, to focus on those service innovations which would 

involve high degrees of novel web-based information technology, specified departments were 

created within the Centre for Innovation which monitore and try to understand the latest 

developments in web- and software-technology. This change of the knowledge structures prior to 

the tucuentas project, allowed the bank to understand and use information for developing a web-

service such as tucuentas. “This area is a business unit called “nuevos negocios digitales”. This is 

a quite, although this area has been created - has been working for the past five years. This area 

started two year agos. What basically they did is to develop some of these new ideas and some 

digital business, one here, one there [and] take [it] then to a region where they can manage and 

coordinate it.  (Marketing Manager, Centre for Innovation, 187:188) “And the technology needs to 

have a different focus; we have an area of innovation technology and there exists an area which is 

the “observatory”. The observatory what they do is they have the title “radar” and what they do is 

to ascertain continuously what technology could have a future, have some type of impact in our 

business. They identify it, and from there they develop new solutions but grounded in new 

technologies …technology is not only a mere supporter, it has converted also in a fundamental 

driver for innovation” (Head of Centre for Innovation, 031:033) 

 

Secondly, in order to gain in-depth understanding of customer needs, also in non-financial areas, 

BBVA transformed its market related knowledge base by creating a new department within the 

bank which dedicated its work, among others, to break out of focus of the bank regarding its 

existing clients and to also start understanding the behavior of consumers at large, which have needs 

also related to non-financial services. BBVA achieved this transformation by directly acquiring a 

whole team of market research experts from a globally leading market research consultancy. The 

bank incorporated these experts in the new department of consumer insight. In consequence, this 

expert department served as the main partner for the development of the tucuentas service in order 

to identify, acquire, translate and apply market related knowledge. As the project leader of 

tucuentas stated “they [the consumer insight department] were made responsible for leading the 

part of market research.” (Project leader, 054:054) 

 

Hence, all in all, BBVA changed its knowledge structure both during and prior to the project in 

order to be more receptive to web-technology and non-financial customer behavior.  
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Transformation of external information 

After both technical and market knowledge had been acquired, it was not readily possible to 

integrate the acquired information into the service development activities, but different expert 

departments needed to take over the task to transform the acquired information into general 

business knowledge understandable to all project members.  

 

As regards technical knowledge transformation, project management of tucuentas approached a 

specialized department called “Business Partners” which was responsible for mediating between 

business needs and technological realization. In consequence, the Business Partners department 

started to assess in meetings with the project management of Tucuentas as to how the service 

concept could be realized within the technological infrastructure of BBVA. “Our department is 

basically related with helping the team of innovation to help manage their projects from the 

technical perspective. So to speak, Eulalio [Head of Centre for Innovation] and his team request 

from us what they want to have, we evaluate and transform these petitions sometimes… and we act 

like an interface between all technical areas in order to see the viability within the bank’s context 

and to analyze all those specific problems which are comprised in an innovation project.” (Head of 

Business Partner Department, 004:005)  As the project manager of Tucuentas put it: “Well, they 

[Business Partner Department] really what they do is to analyze technically everything, and from 

there what they do is to summarize so that all business people are capable of understanding… If 

someone afterwards wants to have something more concrete, they can ask for more detailed 

information,  much more technical.” (Project leader, TuCuentas 132:132). Yet this boundary 

spanning role of the business partner department was particularly directed towards helping the 

innovation teams in understanding external information. “Once you have identified this expert, or 

this external firm, you explain the project manager [of the innovation project] what they do and 

how they are doing it, because the project manager is no expert in technology and does not 

understand very well what you [Business Partner employee] can understand easily.” (Head of 

Business Partner Department, 087:087) 

 

Yet, not always the externally sourced technical knowledge fitted the internal expectations and 

hence sometimes these were not applied directly but needed considerable transformation in order to 

fit the organization. For example, after internal experts discovered a mismatch between demanded 

and received solution of Strands, they started to adapt the received solution. This was necessary, as 

BBVA wanted to exploit as much as possible the available internal information about the bank’s 
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customers. Strands, however built some elements of tucuentas with the perception that no prior 

information about customer behavior would exist, and hence programming of product 

recommendation logics was designed differently especially with regard to the mathematical models 

applied. Hence, not all information acquired were finally applied in a direct way. “The algorithms 

which they used and chosen, I believe are not adequate for the financial sector. The focus which 

they gave [to it] was different, in retail business it could work, our [busniness] is very different and 

I believe…they based [their algorithms] in regression trees which learn with time. But this is a 

situation where you do not know anything about the client what they buy…well these models with 

the time learn. In the financial sector we start from an enormous amount of client data. …This they 

did not do correctly. Well, notwithstanding the significant errors we started the change.” (Head of 

Commercial Intelligence department, 012:020) 

 

 As regards market knowledge transfer, here, the consumer insight department, consisting of market 

research experts with varying backgrounds ranging from mathematics to anthropologists, took the 

lead in all customer focused activities. These experts designed the way the customers were 

approached and the way they were questioned. After that the department translated the specific 

results of the customer feedback in understandable business terms for the project management and 

other members of the project. Sometimes, in order to make the correct interpretation from it 

[market research data], you have to know the context, the methodology and sometimes, that 

happens also a lot, the [market research] supplier provides data or facts, and in these cases we 

have to do an extra work. … There exists an internal document where the key-findings are 

extracted, so that it becomes clear, because normally the presentations [of the data supplier] are a 

hundred slides. Firstly, this is not operable for a manager, because he has no time to read all 

that….and I believe some things are not easy to interpret and through discussion [with the data 

supplier] we can read all the data properly. I think this is very important from this perspective and 

then the next step is really a summary, to make from that an official internal summary. Where our 

point of view is included, because, of course, at the end we have more information than the 

supplier, we are experts in our market, the supplier has a partial knowledge hereof.” (Manager 

Consumer Insight, 130:130) 

 

5.2.3.4 Application 

The acquired and transformed information subsequently became applied in the different 

development activities subsumed in the tucuentas project. At the beginning of the project, market 
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related knowledge, which had been gathered from potential customers, was used to buttress the 

priory envisaged structure of the new service. Later on, information from subsequent customer 

inquiries was applied into further refining already finished elements of the tucuentas service. “…we 

did what is called a proof of concept, a market research, where we did focus groups with selected 

persons presenting this idea, in order to know if these persons would agree or would not agree with 

[the fact] that a bank launches this project. There we received a very positive feedback from all 

over  the world and it was in that moment that we decided to launch that project.” (Project leader, 

51:51)  “From there in that sense what we did was that the application was opened to specific 

journalists and five hundred beta-testers... These could work with the application and could provide 

us with feedback. And … at the time when the people provided us with feedback, we did changes 

and corrections in the application on the basis of that information which we got. (Project leader, 

072:074) 

 

Similarly, also the application of the acquired technical information was observed to having taken 

place during several periods of the development project. Here, results from a benchmarking study 

done by the business partner department helped to design the optimal mix of service characteristics 

during the development of the service concept. Later, the collaboration with Strands.com supported 

the actual development of the new service. In addition through ongoing market scanning activities 

of the business partner department, the service concept was constantly updated if new features or 

technological solutions could be incorporated. “In the beginning we did a very broad benchmarking 

study… before starting with the project, this was in November 2007. Hence there what was looked 

at were all applications which existed in the market in terms of personal finance managers. We 

collected all characteristics and looked which could be the advantages…During these 10 months 

we were constantly monitoring the applications of the competitors and in the moment in which 

something existed which we thought of as being interesting, we incorporated it in our new road 

map” (Project leader, 114:127) 

 

The above reported application activities of external information were continued also after the 

actual development project was finished. Both market and technical knowledge were further 

identified, acquired, transformed and applied to the tucuentas services. For example, as regards 

market knowledge, the project leader initiated several communication channels for actual customers 

of the new service in order to allow them to inform BBVA about possible drawbacks and 

opportunities for improvements. These inputs then where applied to the further refinement of the 

service. “And on the other side what we were also searching for was a series of communication 
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channels with the clients, there existed a strategy very much 2.0, we opened strategies in Facebook, 

we opened strategies in Twitter, we also opened a blog and apart from this additionally there exist 

several contact channels with the bank which are referred to hotlines and email  so that the people 

can send a series of inquiries and afterwards we get in contact with them in order to resolve their 

questions. (Project Leader, 164:164) 

 

Yet, available external information was not always applied to a full extend to the service 

development, but was mixed with already existing, internal knowledge. For example, related to the 

development of cross-selling algorithms, a department outside the innovation center headed the 

improvement initiative. Experts within the department “Commercial Intelligence” developed 

mathematical models in order to identify the spending behaviors of clients. While they had received 

a technical solution from Strands.com, the department started to change these received algorithms 

based on the common practice inside BBVA, as the internal solution was regarded superior to the 

externally developed alternative. Hence, the improvement of the underlying logic of tucuentas was 

based also on prior internal experience, “Commercial intelligence are 25 people … who are 

accustomed to develop statistical models …we recognize the behavior in order to construct a motor 

of reconnections. … The consultants [from Strands] see that we are not into the latest technology. 

… But the latest technology does not comprise the ways of [programming] which we are 

developing… And the quality of our [programming] will make these connections much better and 

we do not see the necessity to leave [towards the latest technology], it is the adequate way to do it.” 

(Head of Commercial Intelligence department, 090:091) 

 

Thereby, the external knowledge which had been applied to the design and implementation of 

Tucuentas was going to be transferred again after first experiences with the service had been made. 

Once the service worked stable, it was going to be transferred to the operational administration and 

hence left the area of innovation in which it had been developed. This completed the application of 

the external knowledge as regards the development of the tucuentas project. “The function which 

the product has, the function which the innovation department has is to generate new products, 

once the product is finalized it will not comprise its  administration, other departments are taking 

over.” (Project Leader, TuCuentas, 175:176) 

 

Finally, the service concept, and the in the concept embodied knowledge, was transferred to 

Strands.com by granting the startup company to exploit the new service by means of offering it in 

market niches in which BBVA was not intending to offer Tucuentas. In consequence, Strands.com 
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decided to create an own brand-name and website to offer the new service as an individual finance 

monitoring service, which would offer to customers the simultaneous monitoring of several bank-

accounts at once. This online service was offered to American customers, yet international 

customers from other countries could use this service, too. BBVA’s rationale behind this parallel 

application of the service concept was grounded in the expectation that such alternative use of the 

same concept would allow for additional feedback and learning potential. Such added insight was 

planned to be used for the future improvement and continuous improvement of BBVA’s Tucuentas 

service. The following picture shows the start-page of the online service offered by Strands.com. 

 

 

Exhibit 41: Alternative Application of Tucuentas as Moneystrands from Strands.com 

 

 

5.2.4 Dynamics of the Absorption Process 

Within the tucuentas project, both the absorption of the technical knowledge as well as the 

absorption of the market knowledge were observed to having taken place during the whole project.  

 

As regards market knowledge, several times new information about customers or technology was 

sourced again. In terms of market knowledge novel information was sourced in order to obtain 

timely feedback. As was presented already in the section “acquisition”, initial feedback on an early 

version of the service concept was acquired, translated, and applied into the service design. Later 
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the whole absorption process was performed again in order to learn more about the reactions of 

customers to the test version as well as the final version of Tucuentas. Besides these activities, a 

steady involvement of the consumer research department in the project was reported which 

supported the notion of a constant role of market knowledge in the project. “Well Tucuentas really 

is our project in innovation. I would say there does not exist one person which did not work for 

tucuentas. And these projects live, they are living continuously, hence our intervention was during 

all stages of the project. From the design, meaning the study of the consumer needs and the 

identification of those systems to monitor their expenses, so in order to obtain all this kind of 

information, research was conducted.” (Manager, consumer insight department) 

 

New technical knowledge was sourced via the internal expert department “Business Partners” for 

example via a benchmarking study of existing technology suitable for the realization of tucuentas. 

Later on, through the collaboration with Strands, novel information was sourced on an ongoing 

basis. Overall, the ACAP process iterated several times in order to acquire technical and market-

related knowledge. In general, the project leader reported a constant updating process of the 

technical features of the service concept. “Like a project in constant evolution… we could identify 

new characteristics at the beginning or at the end of the project.” (Project Leader, 135:135) 

“Although we [project managers within the centre for innovation] are business people, meaning 

that we know about the strategy etc, we are persons who have a sufficient background in 

technology, in order to understand the necessities. … We maintain daily communication with these 

teams [Business partners, other technical departments]. Every morning we had a conference call 

with them where we analyzed new aspects, and also problems and we looked also at the objectives 

for that day.” (Project Leader, 130:131) In fact, this daily updating process was also visible in the 

project management approach which was chosen to manage the tucuentas development. The project 

leader decided prior to the project, to follow the SCRUM project management procedure. This 

approach to manage (IT) projects comprises a continuous communication between the key-actors of 

the project. Hence, the statements of the project leader concerning the steady updating of the 

technological features was supported also by the logic, how the official project management was 

conducted.  
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Exhibit 42: SCRUM Development Process (Takeuchi & Nonaka, 1986) 

 

Hence, both market and technical knowledge was recognized, acquired, transformed and applied 

several times during the tucuentas service development. While market knowledge was absorbed 

especially during the beginning and end of the development, as well as shortly after the market 

launch, technical knowledge was absorbed even more often. In fact data suggests that the technical 

service development was constantly updated by new features which were identified via external 

knowledge sources and the constant monitoring of technical trends. Further, due to the fact that the 

Tucuentas service was not only used by BBVA, but in addition was marketed independently by 

Strands.com, additional learning loops were initialized. The autonomous market launch by 

Strands.com allowed the constant inflow of feedback concerning the viability of the embedded 

technical features and the acceptance and usage of the new service by different target groups.  

 

In addition to the iteration of both market and technical knowledge absorption, single stages of the 

absorption process overlapped. As regards market knowledge absorption, the acquisition and 

application of such knowledge overlapped, as novel market knowledge was acquired and 

transformed during the application of market knowledge which had been collected during earlier 

project phases. For example, during the whole project, a steady inflow of competitor’s approaches 
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towards personal finance managers were acquired and applied to the tucuentas project. Due to this 

continuous updating of the knowledge base, the application of priory acquired information 

overlapped continuously with the acquisition of novel competitor information. In addition, due to 

the fact that for the tucuentas project several times, customer feedback was sourced externally, new 

market knowledge was available before the application of customer knowledge from earlier 

feedback initiatives was completely applied to the service development.  

 

Similar parallelism of single absorption stages was also observed to having taken place related to 

technical knowledge absorption. Here, knowledge of novel technical features were acquired 

throughout the whole project, while the application of priory acquired technical knowledge was still 

ongoing. For example, while the commercial intelligence department was still occupied with the 

transformation and application of Strands’ recommendation algorithms, early users of the already 

working version of tucuentas did already submit their experiences and recommendation about 

technical features of the new version. Hence, while priory acquired external technical knowledge 

needed still to be applied to the service development, novel information was already sourced in 

parallel. All in all, this example illuminates that different stages of the absorption process co-existed 

and had to be performed simultaneously.  

 

Hence, due to several iterations of the absorption of market and technical knowledge, the absorption 

phases overlapped during the project and it became necessary to apply priory acquired knowledge 

in parallel to the repeated acquisition of new knowledge. This dynamic pursuit of the absorption 

process was observed both in relation with market and technical knowledge absorption. 

 

In addition to the overlap and iteration of the process phases for market and technical absorption, 

also an interconnectedness of these two processes was observed. In more detail, members of the 

consumer insight department had to update their expertise areas with the insights gained from 

technical absorption activities in order to become capable of providing the project with the adequate 

market information: “In Tucuentas, I do not know whether they have told you, the application for 

all parts related to financial and non-financial recommendations: All these are mathematical topics 

from which they take advantage and besides there are expertise areas in which this person [a 

mathematician] is highly specialized in his topic, but he had to complement it [his expertise] with 

other areas as these were not well known before.” (Manager, consumer insight, 168:168) Also in 

more general terms, the technical insights gained during technical absorption were implemented in 

iterative market studies in which the customer behavior and their preferences in relation to novel 
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technological options became investigated. “These are some examples I don’t know if they are 

really important, we have a very big study here from consumer insight which is an observatory…. 

We study trends, consumer trends basically trends in terms of financial behavior and also non 

financial in terms of relationship to the new technologies etc…” (expert consumer insight, 063:064) 

Via this interconnectedness of market and technical information, more focused research was 

conducted which ultimately leading to higher degrees of relevance of the sourced information for 

the Tucuentas project.  

 

5.2.5 ACAP and the Service Innovation Process 

While at BBVA no written, formal development process was set in place in order to manage service 

development projects, several gphases were observed to having been instituionalized, as was 

reported already in an earlier section of this case report. The Tucuentas project started with a basic 

idea in mind as to what service to develop. Initially customer needs analyses were performed, 

together with technology scouting activities. These initial activities were necessary in order to build 

the foundation for the subsequent conceptualization. Based upon this, the realization of the 

infrastructure and service routines was conducted which led to the development of a prototype. 

After feedback on such draft versions of the new service had been gained and implemented, the 

launch of the new service was performed with accompanying marketing and promotional activities. 

Paralleling these different development phases, concurrent feedback and monitoring of the projects’ 

progress was performed by the senior management level of the innovation centre at BBVA. The 

following exhibit visualizes the observed process. 
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Exhibit 43: Innovation Process at BBVA (Tucuentas) 

 

While this process suggests a linear nature of the development activities at BBVA, overall 

development was in fact rather dynamic. Not only in the beginning, but also in the midst of 

development, novel information from outside the firm was incorporated in the concept design. This 

led to the fact that the development process iterated several times. 

 

In a similar fashion, the ACAP processes for market and technical information absorption paralleled 

the development process. The recognition of the value of external information primarily was 

observed in the initial idea generation phase of the development phase. Subsequently, during the 

customer inquiry and technology scouting phases, the main acquisition of external information was 

performed, accompanied by the transformation of the internal knowledge base in order to 

understand the external information. The acquired information was then, after internal experts fully 

understood the newly gained knowledge, transformed in order to apply it to the service 



Case Study Report II: BBVA 203

development. Yet, notwithstanding the already started prototyping of elements of the novel service, 

new insights gained from competitors or customers were still being incorporated in the development 

process also during later phases. This resulted in a dynamic development process which was 

paralleled by the ACAP process. This parallel, iterative pattern of the flow of both the ACAP and 

innovation processes is visualized in the following exhibit. 
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Exhibit 44: ACAP and the Innovation Process (TuCuentas) 

 

5.3 Project II: eConta Premium 

5.3.1 The Development Process of the “Econta Premium Service” 

The idea of eConta, a personal online finance management service offering online accountancy 

services to SMEs (as shown in the following exhibit), was conceived during BBVA’s regular 
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attendance at national and international start-up company congresses. The potential of eConta was 

percveived due to BBVA’s conviction that the general quality of accounting service was still poor 

in Spain, as SME were still used to handing in documentation about their income and expenditures 

every three months, shortly before the taxation office deadline. This resulted in the fact that SMEs 

had no - or only infrequent - transparency concerning their cost and income ratio, or at least had no 

means to analyze their financial situation over time on a detailed basis.  

 

 

Exhibit 45: Online Application Econta (date of retrieval: 18.02.2010) 

 

Fueled by BBVA’s awareness that this service – which for decades had gone unchanged - was due 

for novel, innovative business solutions, a 70% stake in eConta was purchased in June 2007. A 

further reason was the potentially large target group and the fit and synergistic opportunities of 

accountancy services with other financial offerings of the bank. In particular senior management 

identified the potential of integrating the databases of eConta and the clients’ potential online 

BBVA bank account information in order to automate considerable elements of the tax calculation. 

“A nice example of our understanding of innovation [ as being related to the concept of an 

“analogy” ] is eConta. If for a freelancer or entrepreneur we are administrating his/her incomes 

and expenses in a normal savings account, we can have 70% to 80% of the needed accounting 
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information. As a result, we can do analytical accounting, declaration of taxes and other services 

online. This is an analogy for us. An everyday service, the bank account, and a product or service 

such as accounting services, these we put together and generate a product and a service anew and 

with added value for the client.” (Head of Innovation, article) 

 

From that date until February 2009, BBVA did not interfere in the management of the company, nor 

in the design and characteristics of the offered accounting service. 

 

In February 2009, BBVA decided to become more actively involved in the business of eConta and 

defined a project leader for eConta, who would create a link to exchange ideas and practices 

between the start-up and BBVA. This decision was at least partially due to the desire on the part of 

BBVA to professionalize the internal procedures of the recently acquired firm. eConta, a former 

start-up business, still possessed the characteristics of a young, dynamic firm which would, 

however, have hampered efficient service delivery for a larger group of customers. The 

organizational structure of this start-up was of a highly organic type, also because of the limited 

customer base of about 500 accounts. In turn, executives at the bank wondered why the customer 

base was so limited and whether there would be additional opportunities for growth. “But the 

processes, everything regarding the processes and the management approach continued to be little, 

it is little professionalized, and therefore one of the things which waited to be done at Econta was 

the transition from a company, from a start-up company based in friends and family, into a more 

professionalized small or medium company. …  Therefore because of this the bank decided to 

participate in the management. And we say that we are revising, reengineering a little bit the 

processes, in order to try to automate the processes, to reduce the process costs, to try to rethink the 

strategy of Econta, revisiting the product catalogue, the pricing of the products, revising the 

relations of Econta with its clients. “(Project Leader, 244:248) 

 

As a starting point for the intensified involvement of BBVA in eConta’s business operations an in-

depth ethnographic customer inquiry was started in which basic expectations and underlying, 

implicit customer needs were investigated. Results of this study equipped Ricardo with important, 

urgent changes to be made to the basic eConta service.  

 

In an initial step, the customer insight department, which conducted this in-depth inquiry, revealed 

that due to the fact that the service demanded from the user the input of its accounting information, 

only a minority of all SMEs were willing to perform their trimestral accounting activities with the 
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help of an online service. In fact, only very few SMEs were accustomed to entering critical financial 

information online by themselves. “In February there was a study by the customer inside 

department and they saw that the service is very good and that the clients of Econta value it very 

well, but the market niche of clients to Econta is very small, because …. The profile of the general 

client is, that he is not used to enter his data in a platform…” (Project Leader, 288:290) 

 

Subsequently, the internal processes of eConta were revised and it was concluded that it would be 

beneficial to provide an extra service called “Econta Premium” which would simply collect the 

paper-based information relevant to accounting directly from the SME via a post service. This 

information could then be scanned and returned to the SME using the latest technology. After 

having identified an external partner for operationalizing the procedures for this new service, the 

internal procedures of Econta were adjusted in order to fit the novel service. Finally in July, the new 

service was launched in the market. “Therefore here is what we do, here what we do is we send a 

messenger at the first days of each month to the clients home and we collect his documentations in 

his office. We have an agreement with Imbra which is one of the leading technology firms in Spain, 

in order that they make the recording of these data.” (Project Leader, 296-299) “Once we did the 

accountancy, … , all the documents are going back in addition to his accounting.” (Project leader, 

314) 

 

This launch of Econta Premium in the market, was, however made possible through a short-term 

contracting of a specialized digitalization company which would take care of the procedures 

necessary for delivering Premium Econta’s core value of collecting and scanning the clients paper-

based accounting relevant documents. This contracting of a specialist, however was envisaged to 

become replaced in the medium term with the help of an in parallel developed BBVA service (i.e. 

www.VirtualDoc.es) which had similar competences in digitalizing documents. Hence, in the 

medium run the bank decided to take advantage of combining two services in order to create novel 

solutions for their SME’s clients.  

 

Hence, overall, the eConta Premium development process also contained ideation, customer 

analysis, conceptualization, implementation, prototyping and launch activities and hence to a large 

extend followed the general innovation process at BBVA. 
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Exhibit 46: Innovation Process eConta at BBVA 

 

 

5.3.1 Performance 

As regards the performance assessment of the eConta premium service, only the assessment of the 

pure development work could be accomplished, as due to the recent market launch of eConta, no 

financial data were provided to the researchers. The performance of the development activities 

within BBVA was positive. This is derived from the fact, that the goal of BBVA to “rapidly 

develop the new service” was accomplished successfully. The following exhibit shows the final 

website offering of the new service as part of the general service portfolio of eConta.  
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Exhibit 47: eConta Premium Market Launch 

 

Only four months after the first information regarding the misfit of the existing standard service was 

gathered the novel service was already launched to the market. Hence the main goal for the 

development of the premium service “Really we wanted to launch the product in a rapid way” 

(Project leader, 431:431) was accomplished as “we are already finalizing [date of Interview May 

2009]. We are testing and we are doing the last tests and the first months in which it will be put in 

production will be the month of July.” (Project leader, 370:370).  

 

When compared to the general development time which service development projects usually need, 

the quick time to market becomes especially prominent. Griffin (1997) identified in her study on the 

differences between product and service development, that service development projects need, even 

mere incremental improvements, in general 7 months. Approximately 9 months of project duration 
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was identified also in prior research by Mercer Management Consulting. Hence, as the eConta 

premium service was launched in early July 2009 only 4-5 months were spend from the initial idea 

to the final market launch. As this lists well below the average time to market for incremental 

development projects, the performance of the project management is assessed as successful, which 

has been summarized in the following exhibit. 

 

 

Exhibit 48: Performance eConta Premium 

 

 

5.3.2 Degree of Newness 

The degree of newness of the Econta Premium Service development was assessed via the service 

innovation model by Gallouj & Weinstein (1997). As had been indicated already in prior 

assessments of other innovation examples, three dimensions of the novel service are being evaluated 

in order to assess the respective degree of newness. Firstly, the technical characterstics, secondly the 

service provider competencies, and thirdly the customer competences are being evaluated.  

 

As regards the technical characteristics of the Econta Premium service, here the technical 

infrastructure changed only moderately, as the basic service characteristic, i.e. providing online 

accountancy, remained identical in the Econta Premium service, as becomes visible in the following 

exhibit.  
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Exhibit 49: Differences eConta Premium and eConta Basic 

 

This becomes evident also in the description of the added value the Premium line offered to the 

eConta client. As the main advantage for the client, the collection and digitalization of the client’s 

accounting relevant documents was identified. “Econta Premium: We take care of everything. A 

messenger collects the documentation in the client’s office and brings it to your accountant. Once it 

is processed it is brought back to you so that it is back in your possession” (email advertisement, 

Econta) This additional feature which thus differentiated the newly developed premium line from 

the basic service was also mentioned by the project leader of the project: “Therefore here [Econta 

Premium] is what we do, we send a messenger at the first days of each month to the clients home 

and we collect his documentations in his office. We have an agreement with Imbra which is one of 

the leading technology firms in Spain, in order that they make the recording of these data.” (Project 

Leader, 296-299) “Once we did the accountancy, … , all the documents are going back in addition 

to his accounting.” (Project leader, 314) Finally, through connecting already existing information 

about the clients’ spending behavior (on the basis of the clients’ BBVA bank account) with the 

eConta database, additional changes were introduced which, however, also concerned only the 

gathering of client’s information in order to perform the actual service task of accounting. 

 

Hence the main difference between the technical characteristics of the existing and novel service 

constitutes the collection of the documents and the digitalization thereof as well as the automatic 

collection of financial information via the clients potential bank account at BBVA. As most 

activities, were, however outsourced to external partner organizations, the consequences for the 

internal organization of the processes and routines for providing the service did only change 

marginally. “From the point of view of the processes, they are incremental processes, there are not 

complicated to put” (Project leader, 414:414) This incremental nature of the change also became 

visible through the lack of project management or business plan writing for the change activities. 
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“In fact, there was not project management with all task definitions and dates” (Project leader, 

431:431) 

 

Hence, as the above data indicates, only a limited set of novel characteristics were added to the 

service characteristics which, otherwise remained identical. Due to the additional evidence that only 

little changes in the procedures and management of the Econta service were observed, the 

evaluation of the degree of change in the technical characteristics is that only moderate changes 

were performed. 

 

As regards the provider competences, i.e. the competences of single persons or small teams 

responsible for delivering the service (Gallouj & Weinstein, 1997), only minimal changes were 

observed. Due to the digitalization of the documents of the client, the accountants performing the 

service needed to engage in additional activities as the information was not entered by the client 

anymore, but they were entered by the accountant. Hence some new work-steps were added to the 

tasks of the service delivery personnel. “The clients can choose the option eConta Premium, a 

service which includes the collection of the documents once a months. The team of accountants of 

eConta take care to update all fiscal and tax affairs of their clients.” (www.econta.com/FAQ) 

 

Hence, the competences of the service delivery personnel did not change much, as only rather 

simple activities were added to the service. Hence in the dimensions provider competences, only 

minimal novel elements were added. 

 

Finally, as regards the customer competences, i.e. changes in the co-production role of the client, 

here similarly, some changes were observed in comparison to the already existing service of 

eConta. Through the added service characteristics of digitalizing the clients’ documents, clients did 

not need to enter information about received invoices or payments etc. into the online application of 

eConta. Hence clients’ participation in delivering the service has been reduced. By choosing the 

novel Premium service, the client just had to hand the relevant paper-based documents to the 

messenger which collected these at the beginning of each month. Hence the interaction of the client 

with eConta is reduced resulting in a change of the customer co-production role. 

 

All in all, due to the moderate changes in the different service dimensions, the overall assessment 

according to Gallouj & Weinstein’s (1997) model indicates that the eConta premium services 

constitutes an incremental innovation. This is due to the fact that, some novel elements were added 
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yet most of the service characteristics remained the same, when compared to the priory existing 

standard service of Econta. This evaluation is summarized in the subsequent exhibit. 
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Exhibit 50: Degree of Newness eConta Premium 

 

5.3.3 The Absorption Process 

5.3.3.1 Recognition 

As had been indicated already in the general description of the service delivery process, Econta 

existed already as a start-up company and was identified by BBVA senior management during a 

start-up venue in Spain. BBVA institutionalized routines in order to make sure that these venues 

were monitored on a continuous basis. As data revealed the bank was used to attend or even sponsor 

such start-up fairs in order to recognize potentially interesting acquisitions. These scanning routines, 

again, were based upon the priory defined innovation strategy which comprised the search for novel 

ways to respond to important customer needs with latest technological solutions. Hence in order to 

fulfill these goals, start-up venues were monitored and during one of the largest start-up venues 

called “SIMU”, Econta as a company was identified.  “The rationale which lies behind the 

acquisition of Econta, or the purchase of 70% of Econta, which is what was purchased, is based 

upon the innovation strategy which was initiated in 2006 more or less. This strategy basically has 

two pillars. These were the two pillars which we understand as being critical in the banking 

business which are the client and the technology. … I think it was in the year 2006 when BBVA in 
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the venue “SIMU”… it is an innovation venue, it is the leading innovation venue in Spain. … BBVA 

is present like a reference for innovation, it is one of the sponsors of this venue. Anyway, it has a 

very active participation in this venue and in this venue I think in 2006, Econta was present and 

exposed its company, and hence BBVA got interested. And from there first talks started.” (Project 

leader, Econta, 044:058) 

 

Hence routine monitoring activities based on the general innovation strategy of BBVA, lead to the 

identification of the value which Econta as a start-up business could generate for the bank. While 

after this 70% of the company were acquired by BBVA, the bank did not interfere in the 

management of the start-up for a period of time. While this regular venue participation was the 

main mechanism for recognizing the value of the acquisition of Econta, in a second step, the 

recognition of the value to search for novel technological and market knowledge in order to 

improve the by Econta offered services was triggered by a general market research campaign. 

While originally this market research campaign did not comprise asking questions specifically 

oriented to Econta’s business, marketing experts inside the Centre for Innovation inquired about the 

possibility to include some questions, as general management showed dissatisfaction with the sales 

of Econta’s services in the bank’s branches. “We were worried because we saw that the network of 

BBVA had problems to sell” (Project leader, 384:384) Due to this the support of the customer 

insight department was inquired: “All this was because Consumer Insight launched a project which 

was called project Giga … in November, December last year [2008]. Hence Consumer Insight 

launched this project which was called project Giga in order to know what would be the needs of 

SME’s with respect to the bank and hence we told them “Listen, as you are doing this important 

study, would it be ok for you, that you would include VirtualDOC, Tepresento, and Econta inside of 

this study? They told us ok we will ask about your businesses but that you know that there will not 

be in-depth interviews [for your inquiry] because the whole study is for us and is different, but we 

will do you this favor. And this at the bottom of the study the results of Giga created a chaos and we 

saw that it was a necessity [to] do a brutal repositioning, a new positioning and with the knowledge 

which they brought us, we did a small study only for Econta.” (Project Leader, eConta) 

 

Initiated by this insight due to regular market research activities, the value of looking outside for 

additional insights from the market and technology was recognized which necessitated a stronger 

participation of the bank in the business of Econta. “Between June 2007 and February 2009 there 

did not exist any participation of BBVA in the management of Econta…In February this year, I am 

from the bank, and the bank decided to participate in the management of Econta and to bring new 
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ideas, improve the management processes and so forth, therefore from this year, from February 

2009 the bank intervenes in the management of Econta. … But the processes, everything which are 

the processes and the management approach continued to be little  professionalized, and therefore 

one of the things which waited to be done at Econta is the transition from a company, from a start-

up company based in friends and family, into a more professionalized small or medium company. …  

Therefore because of this the bank decided to participate in the management.  (Project Leader, 

228:248) 

 

Hence activities related to the recognition of the value of external knowledge were observed to have 

taken place twice, firstly when the start-up company Econta was identified which subsequently 

resulted in its acquisition in order to gain access to their expertise. Secondly, the value of external 

knowledge was recognized when BBVA monitored the market for SME’s. The from this 

monitoring derived, unexpected recognition of a need to change the Econta services, resulted in the 

search for more specific external market and technical knowledge in order to improve the services 

offered by Econta. 

 

5.3.3.2 Acquisition 

After the acquisition of Econta as a start-up company, especially regarding the development of the 

eConta premium service, external knowledge was acquired. Here, particularly market knowledge 

needed to be acquired in order to plan the improvement of the existing service offerings of Econta. 

In February, the customer insight department within BBVA performed an in-depth market research 

in order to reveal the needs of small and medium sized firms as well as freelancers which were 

regarded as the main source of potential clients for Econta. Here, BBVA’s specialized market 

research acquired the information via qualitative market research studies in order to reveal potential 

customer needs.  

“Therefore what happened is, we saw the necessity to do a study not only for Tpresento but also for 

Econta where we could see a little bit the necessities and how the sector of SME’s was in Spain. 

Therefore we contacted Customer Insight department that they would make us a study about 

Econta…” (Marketing expert, Centre for Innovation, 188:190) In addition the project manager of 

Econta mentioned:  “In February there was a study by the customer inside department and they saw 

that the service is very good and that the clients of Econta value it very well, but the market niche of 

clients to Econta is very small, because …. The profile of the general client is, that he is not used to 

enter his data in a platform…” (Project Leader, 288:290) 
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In more detail the study performed by the customer insight department was designed to ask rather 

direct questions to the potential customers in order to reveal whether the current services offered by 

Econta would be attractive or not and whether clients would be willing to contract Econta as their 

accounting service provider. “We paid the study, but it was managed by Customer Insight as they 

are the specialists, and they guided us and they told us, a lot of Know How, and at the end we 

focused pretty much on Econta. And we did not do the questions, those were done by them, ok 

[customer insight department] But these were in-depth interviews. … Like imagine you were a 

SME, the responsible for a SME and an interviewer comes to you and explains a little bit what is 

Econta and so forth. You do not know anything. And once he did the speech to you he starts to ask 

you if you were interested in the product. Well he will guide you, well why do you like it why do you 

not like it? Why? Why not? Well this type of questions.” (Marketing expert, Centre for Innovation, 

200:202) 

 

Besides this specific inquiry into the client needs in relation to the Econta service offering, also 

more general, publicly accessible market knowledge sources were identified and used.  “We 

searched in all places, like in the results of existing studies, for example Red.es. Red.es is a Spanish 

governmental society which manages all domains for example. It is an organization which has a lot 

of very good information about the sector, does sector specific studies about SMEs in new 

technology, well all this kind of knowledge. All these sources we are going to gather, how many 

SMEs exist in Spain, how do they use the internet how many contract advertisements, well a series 

of very important indicators which tell us, where they are going  and what the firms want. Hence we 

have used a whole lot of sources, and the most important are those. We have used a lot “el Estudio 

General de Medios” an internet study which we used a lot. Normally these are publicly accessible 

because luckily the sponsors of these are public organizations. These are at disposal and even 

better they are really good. “ (Marketing expert, Centre for Innovation, 255:261) 

 

Thereby the identification of these publicly accessible sources was performed via classical internet 

search and was based on prior professional experience. “We searched in Google and at the end you 

have a professional education and you are inscribed to thousands of bulletins and newsletters …” 

(Marketing expert, Centre for Innovation, 261:262) 

 

Yet, not only direct search within the different publicly available knowledge sources was 

performed, but additionally personal networks were used in order to access specific knowledge 
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sources. Here especially marketing researchers took advantage of personal contacts to Google Spain 

were additional studies on SMEs had been conducted in the recent past. “But I work a lot with 

Google. Google has, does internal sector specific studies about advertisement for example about 

the technology sector or the real estate sector and always I ask them. Listen do you have 

something… I know nearly all of them [inside Google Spain]. Here we know nearly all people 

inside Google [Spain]. I worked with them a lot…” (Marketing expert, Centre for Innovation, 

263:274) 

 

This information was used rather at the beginning of the project in order to ascertain how to change 

the service offerings of Econta. After the new service had been developed, no testing of preliminary 

versions of the novel service was conducted, however. Testing was limited to fictional cases to 

which the novel service design was applied. Yet, first information about the adequacy of the novel 

service for real customers was performed only after the service was ready. Here, first real customers 

were regarded as the main source of feedback about the novel service offering. “We have not yet 

done testing with clients. We are doing at the moment trials with fictive clients. Well but we have 

not done testing with a client, in July with the first clients we will do testing.” (Project leader, 

376:377) 

 

Technical knowledge acquisition was performed only to a small extent. This was due to mainly two 

reasons. Firstly, novel technical knowledge necessary for developing the Econta premium service 

was identified via personal networks of the general manager of the Econta start-up firm. This 

knowledge for scanning and storing the digitalized documents of Econta’s premium clients resided 

within a leading technical service provider called “Imbra”. While Econta needed their expertise in 

order to realize the service, they chose to only contract their scanning and digitalization services 

rather than trying to acquire their expertise in order to operate such activities on their own. Hence, 

this specific technical knowledge was not acquired by BBVA or Econta, but engineers employed by 

IMBRA developed routines and software solutions in order to connect their services to the tasks 

operated by Econta. Hence while the expertise was recognized, the acquisition transformation and 

application of this knowledge was not performed by BBVA or Econta itself. “With this engineer 

[from IMBRA] in these weekly meetings, it was where all the workflow was designed, all the flow of 

information exchange, the communication channels, and later logically IMBRA did their internal 

work of defining what internal processes they needed to define, what internal processes they needed 

to create. This definitory work lasted approximately one and a half months, and now since two or 

three weeks we are in the phase of trials.” (Project leader, 410:411) 
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Secondly, the optimization of the internal processes related to the further improvement of the 

Econta services was based on BBVA’s long standing expertise in process management and 

efficiency optimization. Here a specialized internal department supported the project leader for 

Econta to improve the internal management and design of the processes. “There exists a department 

inside the bank which is called department of Transformation and Productivity. This is a 

department which basically does process analysis. Inside BBVA it does an analysis of the internal 

processes of BBVA in order to optimize the processes, to make the processes more efficient, and we 

asked for September for a collaboration with this department so that they can do an analysis of 

Econta and also for support regarding the mail [Econta Premium] processes of Econta. “ (Project 

leader, 424:429) 

 

Hence, only little external technical knowledge was actually absorbed, as large parts of the 

technological know-how for realizing the premium service of Econta were outsourced to an external 

service provider. In addition, internal optimization of Econta’s processes related to the service 

delivery of the premium service was performed by BBVA’s internal optimization department.  

 

5.3.3.3 Transformation 

Transformation of external knowledge 

Within the development activities related to the Econta Premium service, only few transformation 

activities were observed. This observation concerns both the transformation of the externally 

sourced (market) knowledge, as well as the transformation of the internal knowledge base. The little 

amount of activities related to transformation were observed in the transformation of external 

market knowledge. Here, as also seen in the other example already, market research specialists from 

the consumer insight department supported the members of the Econta premium service 

development project to understand the consequences from the market research studies which were 

conducted for the project. “We paid the study, but it was managed by Customer Insight as they are 

the specialists, and they guided us” (Marketing expert, Centre for Innovation, 200:200). In addition, 

the consumer insight department reported their general transformation activities in nearly all market 

research activities.  

 

As regards the transformation of external technical knowledge, as was already reported in the 

acquisition section of the process description, only little technical knowledge was acquired for 
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developing the Econta premium service. Most of the necessary expertise was contracted from an 

external partner and was not transferred into the organization. This became especially evident in the 

fact that the design of the routines for integrating the externally contracted technology into the 

Econta premium service was also performed by an external engineer. Hence, the observations 

indicate that for Econta no technical knowledge for the novel solution was integrated into the 

organization. Consequently, no technical knowledge needed to be transformed in order to be 

understandable and applicable by BBVA’s internal staff. “We have a contract with one of the, with 

IMBRA, which is one of the leading technology firms in Spain. They do the storage of these data. 

This they do in an industrial manner. Exactly, Scanning. And all the data mining of all these 

documents [of the client which does not want to enter his information online] they do in an 

industrialized way. Ok? Hence, once IMBRA has done the data mining of all these documents in 72 

hours, Econta can do the accountancy.” (Project leader, 302:304) 

 

Transformation of internal knowledge base 

The internal knowledge base of BBVA was, except for prior investments in specialized 

departments, not transformed in order to become capable of understanding externally sourced 

knowledge. During the Econta service development, prior investments in a specific department 

capable of performing non-banking related market research resulted in the fact that no 

transformation of the internal knowledge base of BBVA was necessary during the Econta premium 

service development. As had been described already in the prior example of service innovation 

inside BBVA, the bank created specific departments which were directed at transforming the 

internal knowledge in order to be capable of understanding and applying novel technologies as well 

as becoming capable of understanding consumers in both banking and non-banking contexts. Due to 

this re-orientation of BBVA’s expertise areas, the consumer insight and business partner department 

were founded. For the Econta premium service, especially the consumer insight department 

supported the development via acquiring and transforming market information needed for the 

development of the service concept. “We paid the study, but it was managed by Customer Insight 

as they are the specialists, and they guided us and they told us, a lot of Know How, and at the end 

we focused pretty much on Econta. And we did not do the questions, those were done by them, ok 

[customer insight department] (Marketing expert, Centre for Innovation, 200:200) 

 

As only little technical knowledge was sourced for the Econta premium service development which 

needed to be applied by BBVA itself, the business partner department was not involved in 

knowledge absorption related activities. “What happened is that IMBRA is the leader in its 
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market… they have the best tactics, and I understood that it was not necessary, IMBRA had already 

the processes designed, and simply what they did with Econta was adjusting their already 

established processes [to fit Econta]” (Project leader, 418:419) 

 

Neither led the acquisition of Econta as a start-up company to a transformation of BBVA’s 

knowledge base. Different from the acquisition of Strands.com, Econta was left rather detached 

from BBVA and until recently no interaction between the two firms was performed. Hence, 

Econta’s experts in the field of accountancy were not connected to BBVA’s own knowledge base. 

Hence, while in the example of Tucentas the acquisition of Strands led to a transformation of 

BBVA’s knowledge base due to the added expertise fields, this was not observed having taken 

place in the case of Econta.  If at all, the knowledge base of Econta was transformed due to the 

increasing interest of BBVA to professionalize the procedures and service offerings of the start-up 

firm. “Between June 2007 and February 2009 there did not exist any participation of BBVA in the 

management of Econta…In February this year, I am from the bank, and the bank decided to 

participate in the management of Econta and to bring new ideas, improve the management 

processes and so forth, therefore from this year, from February 2009 the bank intervenes in the 

management of Econta (Project Leader, 228:248) 

 

All in all, no transformation of BBVA’s knowledge base was observed in relation with the 

development of the Econta premium service. The only transformation activity observed concerned 

the transformation of the detailed market research results into understandable management 

knowledge by the consumer insight department.  

 

5.3.3.4 Application 

As only little technical knowledge was acquired, mostly externally acquired market knowledge was 

applied to the service development. Here the insights gained via the market research studies 

conducted by the consumer insight department resulted in the decision to introduce a new service 

which would respond to the gained insights. “In February 2009 they did an analysis and the 

conclusion of this analysis was that the actual client of Econta is very satisfied with the service but 

when they do an analysis of potential clients, the clients which are interested in contracting Econta 

in the “normal” business model, we call it “the Standard” which is the introduction of the data 

[online by the client itself], this is only a very small percentage which does not reach even 10% of 

the clients. Hence resulting from this analysis once I entered the company I participated in the 
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management of the company like I told you… we do a restructuring of the strategy of Econta in the 

sense that [for] BBVA [it] is a product which they direct at a mass market to sell Econta like a 

normal product from its catalogue. We need a product which is suitable for the whole market not 

only for a niche. Hence, [it] was [there] where the idea emerged to create a product less technical 

which would adapt itself more to the whole market.” (Project Leader, 337:342) 

Hence priory acquired market knowledge became applied in the decision making about changing 

Econta’s current service portfolio. 

 

In addition to informing the actual decision to introduce a novel premium service, the information 

gained through the different sources such as market studies, customer inquiries, and more, 

supported the design of the premium service and hence were also applied to the actual development 

work for Econta Premium. Here, especially the insight about the small percentage of potential 

customer willing to enter their information online as well as the preference of clients to not 

personally introduce their financial information in an online application were applied to the service 

development of Econta Premium. While this information was used also to design the actual service, 

it was also applied to the marketing elements of the novel service, such as the branding, positioning, 

and communication. “In this study consumer inside [department] helped us and once we had the 

study we had [to create] a new brand, a new positioning and a new orientation of communication.” 

(Marketing expert, Centre for Innovation, 232:233) 

 

As regards technical knowledge application, here data indicates that only little absorbed technical 

knowledge has been applied to Econta Premium. As had been reported elsewhere already, in the 

short run, BBVA decided to contract an external organization in order to manage certain technically 

oriented procedures involved in the Econta Premium service delivery. 

“Hence from today, this is a process which is performed by IMBRA, meaning, IMBRA receives the 

documentation of the client, digitalizes it, enters the data of the client, sends it [back] to the client 

and the client can enter the platform and can see his digitalized documents and his accounting.” 

(Project Leader, 322:323) 

 

In the medium term, however, BBVA decided to take advantage of its own knowledge base, 

residing in a separate service development called VirtualDoc.com. This parallel service was 

developed also in recent years and is oriented towards digitalizing client’s documents in order to 

improve clients’ document flow as well as storage. Hence, BBVA identified that the knowledge and 

expertise residing within this service could be combined with the premium service offering of 
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Econta. “We said that we had to go integrating the bank platform of BBVA with the accounting 

platform of Econta and as a third step in this integration is VirtualDoc which we say will be doing 

all the industrial processes for the data entry.” (Project Leader, 329:330).   

 

As had become evident in the above quote, in addition to the integration of VirtualDoc and 

Econta, BBVA decided to connect the client databases in order to take advantage of the 

information inside the bank for the delivery of the accountancy services. Here, expertise 

inside the bank about customer information was made available for applying within the 

Econta services, as the head of Innovation Manuel Castro mentioned: “A nice example of our 

understanding of innovation is eConta. If for a freelancer or entrepreneur we are 

administrating his/her incomes and expenses in a normal savings account, we can have 70% 

to 80% of the needed accounting information. As a result, we can do analytical accounting, 

declaration of taxes and other services online. This is an analogy for us. An everyday service, 

the bank account, and a product or service such as accounting services, these we put together 

and generate a product and a service anew and with added value for the client.” (Manuel 

Castro, Interview Infonomia) 

 

While the application of the internal expertise about customer information was already realized 

inside the service development of Econta, the postponement of the integration of the prior 

knowledge residing within VirtualDoc was observed to be mainly due to lack of capacities for 

operating the amount of data for Econta. “It makes sense to do it with IMBRA, basically because 

IMBRA has the capacity, it has the capacity to do it immediately . Well as these were products 

which we put to the market very rapidly, we use IMBRA, because IMBRA has the infrastructure 

ready in order to do this, VirtualDoc has the procedures but does not yet have the capacity.” 

(Project Leader, 325:326) 

 

In addition, it is interesting to note that all prior steps within the absorption of (mostly) market 

knowledge, were performed by the centralized BBVA innovation centre. The application of the 

knowledge, however, was done in the separate organization of Econta. Although BBVA owns 70% 

of Econta, still the firm constituted a separate organization and the knowledge flow from inside the 

BBVA innovation headquarter to the start-up shows that not all absorption activities of one firm 

necessarily have to be performed within exactly the same organization but in this case included two 

organizations.  
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Hence all in all, the acquired market knowledge was applied in the design of the Econta premium 

service development. As has been indicated in the above, only due to the novel market knowledge 

about the customer preferences, the here presented premium service was developed. In addition, due 

to the availability of the customer feedback, already existing expertise in the form of digitalization 

know-how within the BBVA project VirtualDoc was identified as being beneficial to Econta 

Premium service. Due to this it is argued that the external market knowledge was applied in the 

development, but in addition, this knowledge triggered the application of already existing technical 

expertise, too. Finally, due to the fact that the application of the absorbed and already existing 

knowledge of BBVA was applied to the start-up organization of Econta, the application of the 

sourced information was observed to having taken place both inside and outside the boundaries of 

BBVA as an organization.  

 

5.3.4 Dynamics of the Absorption Process 

Within the absorption activities related to the development of the eConta Premium service, a 

sequential, step-by-step movement from one absorption stage to the next was observed. As mostly 

market knowledge was absorbed for the eConta Premium development, no dynamics related to 

technical knowledge absorption is reported here. 

 

Within the eConta project, particularly at the beginning of the project, information was sourced via 

market research studies. These were designed after the value of novel customer oriented 

information was recognized through the poor performance of the basic eConta service offering. 

After the value had been recognized, the consumer insight department conducted two subsequent 

studies, the first being rather general and the second more specifically concentrated on the eConta 

characteristics. For each study, the consumer insight department supported the project leader in 

understanding and making sense from the gained insights from each study. Resulting from this, the 

transformed insights from the first market study were used to take the actual decision to create a 

premium line for eConta, while results of the more detailed, second study were applied to the actual 

service design of the premium line of eConta.  

 

Yet, after these two initial studies were conducted, analysis of the interviews indicates that no 

further absorption activities were conducted within the context of the eConta Premium service 

development. Only at the very beginning of the project, iteration of absorption activities was 

observed, due to the two market studies conducted. While in other projects at the end pre-market 
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tests led to an additional influx of customer input, this did not take place here. “We have not yet 

done testing with clients. We are doing at the moment trials with fictive clients. Well but we have 

not done testing with a client, in July with the first clients we will do testing.” (Project leader, 

376:377) 

 

Neither did the single absorption stages overlap, as the insights from the first study resulted in the 

decision to improve the current eConta service and, subsequently after this decision was taken, a 

second, more detailed study was conducted which served as a major input for the service 

development activities.  

 

Hence, all in all, only few iterations and no parallelism of single stages of the absorption process 

were observed within the eConta Premium project. The process was observed to be rather 

sequential in nature, as the first external learning activity was finished before the second learning 

activity started. Finally, due to the lack of technical knowledge absorption, the dynamics of the 

absorption activities within the eConta service development project were additionally limited. 

 

5.3.5 ACAP and the Innovation Process 

As has been described in the general overview of the development process of the eConta Premium 

project, this incremental innovation also followed the main stages of the general innovation process 

at BBVA. The difference to the radical project pertained mostly to the reduced numbers of 

iterations. If now the process of absorbing external information for this project is being compared to 

the observed innovation project, then similar patterns emerge. Also in the absorption process, only 

reduced levels of iterations were observed. In addition, no parallelism of absorption stages was 

identified. Regarding the conduct of the absorption and general innovation processes, it was 

observed that in the beginning of the innovation process, most of the recognition of the value of 

external information as well as its acquisition was done. Later, during the concept development and 

implementation, the transformation and application of the acquired information was done, as the 

external insights needed to become integrated in the service development.  

 

However, although less iterations of the ACAP process were observed when compared to the 

radical projects, nevertheless towards the end, a second cycle of absorbing external information was 

observed. This second cycle was due to the feedback of the customers in the test phase of the new 

service. However, due to the fact that this feedback was not reported as having necessitated changes 
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in the basic service logic or infrastructure, this did influence the conduct of the general innovation 

process only to a limited degree.  

 

All in all both processes were paralleling each other to large degrees. During the early stages of the 

innovation process, the first acquisition of information was performed leading to its application in 

the conceptualization of the new service. After this a second round of information absorption was 

initiated which took place in the prototype testing. Hence, two iterations were observed which run 

in parallel to the innovation process. This is visualized in the following exhibit. 

 

 

Exhibit 51: ACAP and the Innovation Process (eConta Premium) 
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5.4 Facilitators and Inhibitors of the absorption process 

In this section, inhibiting and facilitating factors for the ACAP process are being analysed. Most of 

the presented factors influenced both innovation projects (TucUentas and eConta Premium) as they 

were longstanding components and characteristics of the whole organization of BBVA, or were 

rooted in the external context of the firm. Hence in many cases the presence of these factors was 

given for all innovation related activities. For this reason, the structure of the here presented 

analysis of these factors is not formally separated into the two innovation projects, as several times 

the same organizational settings (e.g. intellectual property rights, firm size) influenced both projects 

to similar degrees. 

 

5.4.1 Social Integration Mechanisms 

Social Integration Mechanisms, i.e. the sharing of knowledge in order to facilitate understanding 

and comprehension (Zahra & George, 2002), were observed to be present inside the bank. 

 

To start with the general description of these mechanisms inside the bank, the centre for innovation 

in Madrid had been purposefully designed in order to allow innovation workers from different 

disciplines such as technology monitoring, marketing, or project management to communicate 

easily and meet each other easily. “Here in the group within the centre [Centre for Innovation] a lot 

of relations are generated and it is a familiar place. We do not have physical barriers which would 

impede us from talking or relating with the people. At least for me in my daily chaos it is like 

working with the people, it is like a sales manager who is approaching, can talk, discuss with a 

coffee, when you pass by, when you enter [the area], the surrounding turns to this. Also the 

structure that a new person circulates [through the different areas of the centre], with this you start 

knowing the person…” (Head of Business Partner Department, 117:118) 

 

In addition to this statement concerning the openness of the centre for innovation, also other 

incumbents mention the possibility to freely receive feedback and benefit from colleagues’ 

expertise. “Well, we are here innovating for the bank in the non-financial topics, we are three 

persons in the team and we need to be very compatible and we need to help each other… we are 

very used to share knowledge because we think that innovation at the end does not occur from a big 

idea but it occurs because at best you talked to a person which commented to you concerning some 
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topic and in one of his phrases this one small thing pops up. So to speak, the idea is not yours it is 

co-created with a large amount of people… (Marketing expert, 035:035, 275:275) 

 

This collaborative context within the centre for innovation became also visible in concrete 

performance appraisals inside the bank. Here, knowledge sharing, and giving support to other 

departments or colleagues was formally included in the personal performance assessment of the 

bank’s employees. “In BBVA there exists a certain collaborative culture in the work, in that way as 

no big formal agreements have to be signed in order that the people collaborate. I believe this is 

part of the culture. Practially all employees have within their annual goal setting to assess the 

quality of the service we deliver to our internal clients. When you ask for collaboration to another 

department and this department does not collaborate with you that department will obtain a bad 

evaluation of its service to the internal clients within BBVA.” (Project leader, eConta, 470:478) 

 

Also, exchange of information among members of BBVA was made possible via frequent public 

events inside the centre for innovation. Direct observations allowed for the insight, that within a 

special semi-public area of the centre for innovation, speeches, book-readings, and other events 

were offered. After these events, further discussion and exchange of information was facilitated. 

 

Exhibit 52: Social Integration Mechanisms in Practice 

 

Besides these rather informal activities within the centre for innovation, also more formalized 

knowledge sharing mechanisms were institutionalized. For example, BBVA created certain 
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positions inside the bank in order to facilitate the identification of experts for specific topics. Here, 

brokers were available to the staff to which information seekers could resort if they could not find 

by themselfes experts in topics of their interest. “When you have a [system] conflict, how do I 

succeed in connecting this system on a process level, you search for a person normally inside the 

bank and you talk to him, also there exist channels where the overall knowledge of the bank is 

managed. There exists a person we talk to about this, like listen can you help me doing this, and this 

person distributes this project. He searches for the person which could help you and many times is 

handed over to you so that you can interact directly with him. … If you do no not know the person 

you say, I need to do this project, I need this, he searches these persons, makes a meeting…” (Head 

of Business Partners, 075:078) 

 

Also, BBVA invested in creating certain knowledge data-bases and internal blogging platforms in 

order to facilitate the exchange of information and knowledge among its employees. BBVA 

invested in specific search engines in order to scrawl internal databases and introduced new 

channels for improving communication. Among others, blogging space calles “Blogsphera” as well 

as “planta29” were introduced in order to facilitate exchange of information and opinions. In 

addition, in order to improve in-house meetings, IP-video conference technology was acquired. The 

use of these tools was observed to having taken place for the exchange and sharing of innovation 

relevant knowledge. For example, market research experts from consumer insight were made 

responsible to create a database with recommendations and explanations on how to conduct market 

research, what sources to use, which persons to talk to, etc. in order to facilitate non-experts to 

engage by themselves in initial market research activities without directly requesting the assistance 

of the consumer insight department. “And one of the task here was to share the information and to 

try to make the information available to everyone for the people in BBVA. All our know-how and all 

our knowledge about the customer has to be at disposal for the people who really need the 

information in order to take the right decision…One of the tools which we have is a [web]portal an 

internal porta. It has the purpose that our knowledge becomes freely accessible…” (Market 

research expert, 098:100) The market research expert continued explaining the specific content and 

knowledge sharing opportunities of the initiative as follows. “And you have here the option and 

then news. News about new studies published, in general news related to the world to marketing, 

market research and also data mining and you can subscribe to a bulletin and I don’t know if you 

have heard we have Blogosfera. It is a place in the Internet where you can have your blog. In 

consumer inside we have our blog. So it is a new way to communicate with employees.” (Market 

research expert, 108:111) 
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Exhibit 53: Internal Knowledge Transfer BBVA 

 

Finally, also the general project organization as well as the frequent evaluation meetings comprised 

in the innovation procedures of BBVA supported the sharing of knowledge among relevant people 

inside the bank. Each innovation project consisted out of multiple department meetings which made 

frequent exchange of information possible. Especially within the Tucuentas service, project 

organization and evaluation meetings served as important means to share knowledge among the 

project members. As was reported in interviews, a formal kick-off meeting was conducted followed 

by monthly status-meetings in which discussions and exchange of information took place. “Firstly, 

we did a general presentation to all departments at the beginning of the project, and afterwards 

what was done was a specific and concrete presentation to each single department involved, how 

the project impacted in these departments. … And every week existed a newsletter and apart from 

that existed a monthly meeting with all departments.” (Project leader Tucuentas, 152:160) Besides 

these regular meetings with all involved parties, also repeated evaluation meetings with the head of 

innovation served as platforms to share insights. Here, also other persons from other departments of 

BBVA were invited. “Manuel Castro…knows the house internally very well in order to know how 

we could integrate this project within BBVA…and in this presentation [intermediate evaluation 
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meeting May 2009] it was presented by Manuel Castro to the whole internal bank.” (Project leader, 

102:110) 

 

This intense information exchange among the key players of the project was not observed to be as 

present in the eConta Premium service. As was reported in the evaluation of the degree of newness 

already, the complexity of this project was considered low and as a consequence, no regular 

meetings with internal departments were conducted.  “From the point of view of the processes, they 

are incremental processes, there are not complicated to put” (Project leader, 414:414)  “In fact, 

there was not project management with all task definitions and dates” (Project leader, 431:431) 

 

The lack of frequent knowledge exchange within the project was also due to the fact that mainly the 

market research department “consumer insight” was involved at the beginning of the project, and at 

the end a specialized process optimization department of BBVA was asked to support the further 

improvement of the eConta services. Hence, due to the punctual involvement of these internal 

departments, no constant information exchange was performed. Rather, once specific expertise in 

certain topics was needed, the respective department was contacted directly.  

 

All in all, at BBVA the integration of knowledge was facilitated in different ways. Though many 

possibilities to share knowledge were available, the use of these differed in the two presented 

projects. While in the tucuentas project, knowledge integration mechanisms were observed to 

having taken place frequently, in the eConta Premium service, the sharing of knowledge was not as 

active which may have been due to the differences in magnitude regarding the amount of new 

knowledge sourced from the external environment.  

 

5.4.2 Network as Knowledge Source 

Partner Organizations 

Within the tucuentas project, an important knowledge source constituted the experts residing within 

Strands.com. As was indicated already elsewhere, BBVA decided to acquire a 25% stake in the 

start-up firm in order to gain access to the expertise in web- and recommendation-technologies of 

Strands’ employees. Here the investment was clearly aimed at profiting from this source also after 

the development of tucuentas had been accomplished. BBVA aimed at taking advantage of novel 

ideas which could emerge out of the projects Strands.com pursuit in parallel to their involvement in 

the BBVA’s tucuentas development. “Strands has knowledge of recommendation [logics] and 
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social media which we consider to exist only in very view firms. And exactly because of this we 

were interested that they could freely develop their projects and we could benefit from their ideas 

which they created. Hence from there we thought that Strands is very beneficial exactly because of 

their characteristic idiosyncrasy. They provide a differentiated value in contrast to other 

companies…” (Project leader Tucuentas, 206:206) “I will explain to you a little bit the start of all 

this. BBVA maintains a double relation with Strands.com. On the one hand they develop projects on 

an ad-hoc basis for BBVA, such as was the case in Tucuentas. There a product was defined, it was 

defined what would be its characteristics, who would like to want this product, and [then] they 

asked Strands.com to develop this product for BBVA.  … And on the other hand, Strands.com is free 

to freely develop those products and those initiatives which they want. If BBVA is interested in any 

of these idea which Strands has, it is in the position to  take advantage of it, because BBVA is stake-

holder of Strands, ok? Hence, Strands does specific projects and on the other hand they develop 

their own idea and if there exists something which is of interest to us, we can take it for free.” 

(Project leader Tucuentas, 028:034) 

 

Similar to tucuentas, also the development of the eConta Premium service was conducted together 

with a small company, specialized in a specific niche. Similarly to Strands.com also a stake was 

purchased by BBVA, yet in the case of eConta, 70% were acquired. Based on this investment, the 

access to the already existing, basic service offering of eConta became possible. Nevertheless the 

collaboration with eConta was formally started with the purchase of the stake, BBVA did not access 

eConta’s knowledge base, until the existing services of the start-up could, for a period of nearly two 

years, not be leveraged to a large group of customers. “Between June 2007 and February 2009 

there did not exist any participation of BBVA in the management of Econta…In February this year, 

I am from the bank, and the bank decided to participate in the management of Econta  (Project 

Leader, 228:229. 

 

Personal networks 

Within the BBVA innovation activities, exploitation of existing personal networks constituted a 

relevant source for novel information. These contacts were used in order to get access to different 

kinds of knowledge. For example, interviews revealed that several people inside the centre for 

innovation maintained close links to large organizations such as Google which allowed them to 

access in particular specific market knowledge about customer behavior and market trends. “But I 

work a lot with Google. Google has sector specific studies about advertisement for example about 

the technology sector or the real estate sector and always I ask them. Listen do you have 
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something… I know nearly all of them [inside Google Spain]. Here we know nearly all people 

inside Google [Spain]. I worked with them a lot…” (Marketing expert, Centre for Innovation, 

263:274) 

 

In addition to access detailed market knowledge, personal contacts were also used to identify 

organizations capable of performing sophisticated technological tasks, as the project leader of 

eConta stated: “An internal person had a contact, the general manager of eConta was in contact 

with the general manager of IMBRA, which is the firm which does all the system” (Project leader 

eConta, 050:051). Besides the support personal networks meant for the identification of partners for 

the technical realization within the eConta project, also in the tucuentas project, personal networks 

were exploited for knowledge acquisition. More specifically the head of innovation at BBVA, 

Manuel Castro took advantage of his relation to important experts in the information technology 

domain. 

 

In addition, the identification of Strands.com was facilitated through personal contacts of senior 

managers of BBVA to technology experts who recommended Strands.com as the appropriate choice 

for the bank. Yet, it was noticeable that these contacts were not as well known to the project 

members as in the eConta projects and seemed to be more distant to the core activities of the bank: 

“I forgot his name, I know that it is a very well known person with success with different internet 

firms in Spain, … , and he was invited to come to the directors of the bank [to talk about Strands]” 

(Head of Commercial Intelligence department, 046:047) In addition, the head of innovation, 

Manuel Castro, took advantage of personal contacts in order to invite industry and technology 

experts. These experts then served as feedback partners for the evaluation of the initial idea of 

realizing a service like tucuentas. This feedback gained through personal contacts influenced the 

decision making process inside the bank and served as a validation of the tucuentas service. “We 

have a director of innovation which is called Manuel Castro and I believe that we can be very 

happy having him with us. This person is very well connected … and  has a lot of interest in 

listening to experts in the field of internet with regard to different areas, I know that before getting 

closer to this idea [tucuentas] he contacted  many people in order to expose this idea to hem and to 

collect feedback from them. These persons told us that the idea could be very interesting and if this 

would make sense or not and from that the decision was taken to get it ahead.” (Project leader, 

050:052) 
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5.4.3 Prior Knowledge 

Related to the large size of BBVA, the amount of knowledge residing within the firm was observed 

to be very high. With more than 100.000 employees, the bank comprised expertise in many diverse 

areas. However, the here reported absorption activities were, to a large extend, focused on areas, 

rather new to the banking business, in contrast to most prior expertise which tend to focus on the 

core areas of BBVA’s business model. Hence, due to the fact that the here reported innovation 

projects were oriented towards markets and/or technologies with which the bank had no long 

standing experience, the amount of relevant prior knowledge was reduced. Due to this, BBVA 

created new departments in order to support the bank’s innovation focus, i.e. to combine the latest 

technology based upon emerging customer needs. “I think the big difference only comes from the 

persons working in the markets and people working in innovation in my area, I think maybe 

nowadays we are very focused on new technologies and also we are experimenting with tools, with 

classical tools with other sectors, basically this is the difference and from the other side the markets 

I imagine, the people working there are real specialist in financial business. I think the point of 

view of them might be more classical and less focused on new technologies, they care about for 

example the classical channels, I think, the branches for example, while here I think the focus is on 

new technologies, o.k.?” (Market research expert, consumer insight, 116:118) 

 

In consequence, technologically oriented departments, and consumer oriented market research 

departments were founded to which the new innovation projects had access to. This transformation 

of the knowledge base of the bank was  performed already two-three  years before the services of 

tucuentas and eConta Premium were developed.  

 

In consequence, these two projects benefitted from the broad and up-to-date knowledge residing 

within these departments. In addition, the expertise of these areas allowed for the facilitated 

absorption of novel knowledge, as the new technological and market areas were specifically 

designed to not focus merely on financial markets or related technology. As regards the consumer 

insight department, here, besides financial markets, also consumer markets unrelated to banking 

business were screened and monitored on a regular basis. Similarly, the newly oriented technical 

departments focused not on core-banking technologies only, such has ATM technology, but 

broadened their focus also towards technologies in areas as distant as nano-science. Hence due to 

the broadening of the banks knowledge base, prior existing expertise could facilitate both projects.  
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“The thing is that we noticed that we were going to purchase information from Millward Brown and 

it was the same information that is being purchase by BBVA, Coca Cola, Procter and Gamble, 

Unilever, Banko Santander  So they are very good providing the information, they provide, but how 

are you going to distinguish yourself if you are using the same information. So probably we were 

feeling the need that we were needing extra information, so  more accurate and most precise 

information and they could  do it for us, tailor suit for us, but what if they … provide that service to 

any other bank, maybe in Spain, maybe globally.  So we say okay, why don’t we develop our own 

consumer insight unit. Question: I see. When was the decision? I would say three years ago, 

probably less than three years ago.  So in that way it is very much related to all this innovation and 

transformation and at that stage basically what the advantage is they hired the whole team of 

Millward Brown in Spain.  So they now work for BBVA. So Millward Brown has to start again 

(laughing). They made some interviews and there is a psychologist, a sociologist, a mathematician, 

a statistic expert so there are the profiles that usually don’t work for a bank.  Bringing people from 

outside to give you some fresh ideas and well they are now providing advanced consumer insight, 

very much focused on finance, how society related to money and different use of money.  They also 

explore different social trends because if we want to be competitive in the future we have to be 

imagining or trying to guess where the world is going in 2015, 2025.  Now they have very - they 

have done a very interesting work.” (Marketing expert, centre for innovation, 211:215).  

 

The creation of these novel technology-related areas was further described as follows: “This area is 

a business unit called “nuevos negocios digitales”. Although this area has been created - has been 

working for the past five years this area which was started two years ago and what basically they 

did is to develop some of these new ideas and some digital business, one here, one there [and] take 

[it] then to a region where they can manage and coordinate it.  (Marketing Manager, Centre for 

Innovation, 187:188) “And the technology needs to have a different focus; we have an area of 

innovation technology and there exists an area which is the “observatory”. The observatory what 

has the title “radar” and what they do is to ascertain continuously what technology could have a 

future, some type of impact in our business. They identify, and from there they develop new 

solutions but grounded in new technologies which from the beginning is suitable…[besides 

customer insight] …technology is not only a mere supporter, it has converted also in a fundamental 

driver for innovation” (Head of Centre for Innovation, 031:033)  

 

These two new areas facilitated knowledge absorption in both reported innovation projects. In 
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the Tucuentas project, both recently established expertise areas facilitated the absorption of external 

knowledge. As was reported elsewhere already, the consumer insight department supported in 

acquiring and transforming specific market knowledge in order to design the service concept, while 

technology experts facilitated the acquisition and transformation of information for the technical 

realization.  As regards the eConta premium development, here particularly the consumer insight 

department was, as described earlier, involved in identifying and understanding customer needs, 

while the technical realization of the new premium service was performed without direct 

involvement of BBVA’s internal experts. In more detail, particularly during the eConta project the 

concrete expertise and knowledge about the bank’s clients supported the absorption of additional 

information, as the design of the customer feedback studies for the eConta project could be based 

on already existing expertise. For example, by incorporating the knowledge gained via a prior study 

of the consumer insight department, a novel study was designed. “All this was because Consumer 

Insight launched a project which was called project Giga … in November, December last year 

[2008]. Hence Consumer Insight launched this project which was called project Giga in order to 

know what would be the needs of SME’s with respect to the bank and hence we told them “Listen, 

as you are doing this important study, would it be o for you, that you would include VirtualDOC, 

Tepresento, and Econta inside of this study? They told us ok we will ask about your businesses but 

that you know that there will not be in-depth interviews [for your inquiry] because the whole study 

is for us and is different, but we will do you this favor. And … the results of Giga created a chaos 

and we saw that it was a necessity [to] do a brutal repositioning, a new positioning and with the 

knowledge which they brought us, we did a small study only for Econta.” (Project leader, eConta) 

 

Yet, although these new areas of expertise inside the bank were observed to have been beneficial to 

the overall ability of the bank to become knowledgeable about novel technologies and markets, the 

tucuentas project benefitted also from traditional expertise areas of the bank. Here the department of 

“Commercial Intelligence”, a department dedicated to the management of internally generated 

client data, got involved in evaluating and integrating specific recommendation logics, developed 

originally by Strands.com. The commercial intelligence department, which had the identification of 

cross-selling and recommendation opportunities as a core task, revised the algorithms proposed by 

Strands.com. As was described already elsewhere, Strands had developed its logic based on the 

assumption that no prior customer information would exist and hence the analysis of cross-selling 

recommendation was designed to start with first data collected after the launch of the service. Here, 

the commercial intelligence department revised Strands’ approach and added the possibility to take 

advantage of the large amount of already existing customer data, residing in the bank account 
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databases of BBVA. Hence, not only prior knowledge out of the newly created technology areas 

supported Tucuentas, but also rather traditional expertise fields of the bank served as a facilitator to 

transform externally gained knowledge (in this case Strands’ recommendation logic) in order to 

become optimally applied in the service development. “The algorithms which they used … , I 

believe are not adequate for the financial sector. The focus which they gave [to it] was different, in 

retail business it could work,  our [business] is very different and I believe…they based [their 

algorithms] in regression trees which learn with time. But this is a situation where you do not know 

anything about the client what they buy…well these models learn with the time. In the financial 

sector we start from an enormous amount of client data. And therefore they were not adequate. 

Well, notwithstanding the significant errors we started the change.” (Head of Commercial 

Intelligence department, 012:020) 

 

Hence, all in all, prior knowledge was very important for the development of both innovation 

projects. Yet, the Tucuentas project benefitted from a broad set of prior knowledge spanning the 

traditional and recently added expertise areas of BBVA. In the Onlinebusiness project, absorption 

benefitted most from the specific knowledge and concrete prior customer experience residing within 

the consumer insight department.  

 

5.4.4 Cross-Boundary Expertise 

As has been described in earlier chapters already, previously existing expertise supported the 

absorption of external information in both innovation projects. In addition to the knowledge 

residing in these areas, also the interconnectedness and certain degrees of expertise overlap between 

the different areas involved in the projects facilitated the absorption of external information to a 

certain degree. As regards the Tucuentas project, here data indicates that the overlap of certain 

degrees of general technical expertise of the project leader with the knowledge residing within 

Business partners department, facilitated the exchange of information. In particular in the 

transformation of the priory acquired external information into applicable internal knowledge, this 

overlap of expertise acted as a facilitator. “Although we [project managers within the centre for 

innovation] are business people, meaning that we know about the strategy etc, we are persons who 

have a sufficient background in technology, in order to understand the necessities. Hence we are 

capable of really working directly and closely with, we work, and we maintain daily communication 

with these teams [Business partners, other technical departments].” (Project Leader, 130:131) 
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In addition, also certain overlaps between the expertise residing within the innovation center and the 

consumer insight department supported the communication and flow of information during the 

absorption of market knowledge. In particular, the centre for innovation employed an expert who 

supported the innovation project managers in marketing related tasks. Originally, this expert inside 

the innovation centre focused on supporting the different start-up businesses regarding their 

marketing strategies. “These firms sometimes do not have a marketing director or do not have a 

marketing department. Therefore I am here to support them a little bit. I accompany them a bit. … 

Depending on the [start-up] firm each one has a different need some for example want to launch a 

new product and they need a person who guides them how to launch the new product, like where to 

put advertisements…” (Marketin expert, 113:115) Yet it was observed that this marketing manager, 

who was located within the same area in which the project managers for the different innovation 

projects were positioned, supported also these project managers in their need for latest market 

knowledge. In more detail, it was observed, that in phases in which the project managers needed 

insights about potential customer or future markets, this marketing manager inside the centre for 

innovation supported the project manager in communicating with the expert department “consumer 

insight”. The following quote of this expert exemplifies her involvement within the information 

requests made to the consumer insight department. “What happened was that we saw the need to … 

make a study where we could see the needs and the status-quo of the SME sector in Spain.. Hence 

we contacted consumer insight that they look for us a little bit into that topic and they made us a 

concrete study about econta, … they provided us with conclusions which I can show to you and we 

can have a look at it….” (Marketing Manager, 189:191) 

 

All in all, a certain overlap of expertise areas was observed among the areas involved in the 

absorption of external market and technical knowledge. Regarding the eConta Premium 

development, especially the market-expertise overlap supported the collaboration of the specialized 

consumer insight department with the innovation project manager. Here concrete experience of the 

marketing expert in the Innovation Centre was used during the collaboration with the expert 

department in order to design the customer inquiry and feedback studies. As no technical 

knowledge was actively absorbed in the eConta project, the facilitating role of an overlap of 

technical expertise of innovation project leaders and the business partner department was only 

observed to having supported the absorption of technical knowledge in the tucuentas project. Due to 

the general support, the marketing manager inside the centre for innovation was providing to all 

existing innovation projects, its supportive role may have facilitated also the Tucuentas project, 

although no direct observation could be reported for this case. 
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5.4.5 Intellectual Property rights  

Within the innovation projects of tucentas and eConta Premium  the lack of protection mechanisms 

did not negatively influence the absorption of external information. In services due to a lack of 

protection possibilities, the danger of copying one’s own innovations is a relevant threat and 

because of this, pre-market tests take place to a lesser extent than for innovations in technological 

innovations (Djellal & Gallouj, 2001) Reasons for this can be found in the lack of protection of the 

service idea (Mendonca et al., 2004) Through pre-market tests, competitors would receive the 

opportunity to get sight of novel service concepts even before the service was launched to the 

market, leading to early imitation (Djellal & Gallouj, 2001). At BBVA, however, service testing 

was conducted to a considerable extent particularly for the tucuentas project. As data indicated, the 

threat of imitation by competitors was regarded as not urgent. Reasons for this were the 

considerable investments made in technology which were regarding as sufficiently shielding the 

firm from too-early imitation by competitors. “Well I think if they have the intention to copy, I do 

not know whether this is going to be possible because this project needed a very large investment” 

(Project leader, 208:208) 

 

Hence, some evidence exists, that tucuentas, due to its considerable investment in technology, was 

considered to be shielded to a certain degree from imitation. Hence this investment helped 

balancing the low protection mechanisms in the service sector. In consequence, due to this 

investment and the increased protection against imitation, pre-market tests as a way to acquire 

external knowledge from customers about the new tucuentas service became possible. “From there 

in that sense what we did was that the application was opened to specific journalists and five 

hundred beta-testers …. These could operate with the application and could provide us with 

feedback. Starting from there we were also interested in knowing their impression. At the time when 

the people provided us with feedback, we did changes and corrections in the application on the 

basis of that information which we got. (Project leader, 074:074). This perception of the protection 

effect of technology investments was also identified in an interview with a marketing executive of 

the centre for innovation: “In order to develop certain products, we needed a strategic partner 

which has been Strands and as a matter of fact it’s not that we sign an agreement or contract, but 

BBVA purchased 25% stake, which gives us two opportunities.  One is one of our daughters, our 

daughters company doing the business and somehow we are keeping control, [and] we are 
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somehow building up our rear against our competitors to do the same - so that is why I called this 

partnership as strategical.” (Marketing expert, 051:052) 

 

In a similar vein, also expertise in order to create eConta premium through the partial acquisition of 

the eConta start up was created. The possibility to adopt a service concept from a different sector 

and subsequently integrating it in the banking business model was regarded as an opportunity. This 

investment indicated that BBVA created in-house expertise in order to benefit from already existing 

service concepts, in this case accounting services, which could be adopted easily due to the lack of 

protection mechanisms. Hence the spillovers of service ideas from other service sectors served as a 

motivator for BBVA to invest in new expertise areas which, in consequence, allowed the bank to 

acquire, understand, and apply these externally sourced service concepts.  

 

In general, the low appropriation mechanisms in the service sector seemed to have at least not 

deteriorated the willingness of BBVA to invest in additional expertise areas in order to increase its 

absorptive capacity. As has become evident already in the description of prior knowledge, in recent 

years the bank even decided to make considerable investments to extend its market expertise also to 

non-banking contexts. There are like two or three certain kinds of consultancies, you go to 

CapGemini you go to Deloitte, you go to Deloitte, or whatever. In terms of market research we will 

go to Millward Brown. The thing is that we noticed that we were going to purchase information 

from Millward Brown and it was the same information that is being purchased by BBVA, Coca 

Cola, Procter and Gamble, Unilever, Banko Santander  So they are very good providing that 

information they provide, but how are you going to distinguish yourself if you are using the same 

information. So probably we were feeling the need that we were needing extra information, so more 

accurate and precise information and they could do it for us, a tailor suit for us, but what if they 

later provide that service to any other bank, maybe in Spain, maybe globally.  So we say okay, why 

don’t we develop our own consumer insight unit. (Marketing expert, centre for innovation, 

211:212) 

 

In addition, technology monitoring departments were created in order to become capable to respond 

to latest trends and opportunities in technology. “This area is a business unit called “nuevos 

negocios digitales”. Although this area has been created - has been working for the past five years 

this area which was started two years ago and what basically they did is to develop some of these 

new ideas and some digital business, one here, one there [and] take [it] then to a region where they 

can manage and coordinate it.  (Marketing Manager, Centre for Innovation, 187:188) “And the 
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technology needs to have a different focus; we have an area of innovation technology and there 

exists an area which is the “observatory”. The observatory has the title “radar” and what they do 

is to ascertain continuously what technology could have a future, some type of impact in our 

business. From there they develop new solutions but grounded in new technologies…technology is 

not only a mere supporter, it has converted also in a fundamental driver for innovation” (Head of 

Centre for Innovation, 031:033) Hence, despite low the appropriation mechanisms in services, 

BBVA invested heavily in their absorptive capacity. 

 

5.4.6 Power Relations 

Power Relations, i.e. “relationships that involve the use of power and other resources by an actor to 

obtain his or her preferred goal” (Pfeffer, 1981), were also observed to having influenced the 

absorption of external information in both projects. Here, the decision of the board of directors of 

BBVA served as a first impulse. More specifically, the bank defined that future innovation activities 

should be focussed on emerging customer needs based on latest technological options. Based upon 

this basic direction, the idea for an online personal finance managers (tucuentas) and an online 

accounting service provider emerged, which subsequently led to the absorption of external 

knowledge in order to become capable of developing such services. “The rationale which lies 

behind the acquisition of Econta, or the purchase of 70% of Econta, which is what was purchased, 

is based upon the innovation strategy which was initiated in 2006 more or less. This strategy 

basically has two pillars. These were the two pillars which we understand as being critical in the 

banking business which are the client and the technology 

(Project leader, Econta, 044:058) Similarly the project leader of tucuentas indicated: “All started 

approximately three years ago with an ambitious innovation plan launched by BBVA. And in this 

plan basically they established general guidelines in which the bank defined a series of objectives. 

Within these, tucuentas is only one part of these, and therefore we searched for a company which 

could develop somehow software and which would be aligned with the initiatives.” (project leader, 

tucuentas, 006:008) 

 

Besides the general power relations of the senior management which influenced the direction and 

type of knowledge sourced from the outside, also the head of innovation within BBVA influenced 

the direction of knowledge absorption through his constant evaluation of the different innovation 

projects. Only because of his consent and conviction of the benevolence of the econta and tucuentas 

service concepts, the acquisition of the knowledge residing in the start-up firms was granted. “When 



Case Study Report II: BBVA 240

we think that BBVA needs to generate a new application….we say, Manuel [head of innovation] did 

you think about whether it would not make sense to create such an innovation and so forth.” (Head 

of new payment technologies department inside centre for innovation, 079:079) 

 

5.4.7 Characteristics of External Information 

As regards the characteristics of the information sourced within the two innovation projects, the 

available information was rather unambiguous and could be integrated into the innovation projects 

more easily as was observed for example in the Wohnriester project of BankPro. As regards the 

technical absorption, mostly software-technology or at least outlines for the realization of new 

technical features were sourced from the outside. This information was rather complex and implicit 

and could only be transformed by IT-experts within BBVA, in order to be integrated in the overall 

service development activities. “Normally what we do, at least in this case, what I hope is that the 

project manager does not have the need to know the technical solution, nevertheless sometimes I 

have to translate and explain a series of things, help him in a problem, because at the end there 

exists a problem which me and you  are capable of understanding as orderly technicians, in a way 

he does not understand.” (Head of Business Partner Department, 088:089) This quote exemplifies 

that the sourced information contained implicit elements which were only understandable to some 

of BBVA’s internal experts. These needed to make these implicit components explicit to the other 

“non-experts”. 

 

Yet, notwithstanding the complexity and implicit nature of the technical information, which 

necessitated transformation by experts in order to apply the knowledge in the service development 

activities, the information was rather unambiguous. This is derived from the fact that the technical 

information had a clear meaning to the experts and could be understood and evaluated by the 

technical experts to a full extend. For example, the commerical intelligence department received 

from Strands.com a technical solution for a recommendation mechanism inside the tucuentas 

application. As this constituted a distinct part of the larger service software application, the 

commercial insight department could directly interpret whether it fulfilled its function for the 

service in an appropriate way or whether it did not fulfill its function. “The algorithms which they 

used, I believe are not adequate for the financial sector. The focus which they gave [to it] was 

different, in retail business it could work, but our [business] is very different and I believe…they 

based [their algorithms] in regression trees which learn with time. But this is a situation where you 

do not know anything about the client what they buy…well these models learn with the time. In the 
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financial sector we start from an enormous amount of client data. And therefore they were not 

adequate…” (Head of Commercial Intelligence department, 012:020) 

 

Besides this example, also the other instances of technical knowledge absorption showed low 

degrees of ambiguity, i.e. the possibility of interpreting an expression in two or more distinct 

ways.
10

 Hence while the technical knowledge sourced in the tucuentas project was complex in 

nature, meaning that it consisted out of many different interwoven elements (the term complex 

implies a combination of many associated parts),
11

 no multiple ways of interpretation of the same 

information was observed to be present for the technical information. 

 

In turn, the market knowledge absorbed in both the tucuentas and the eConta project similarly 

showed certain degrees of complexity and implicitness. Feedback sourced from clients or market 

research studies always necessitated the translation of the implicit statements of the clients and the 

complex findings (caused by multiple items per question) into general business terms in order to be 

understandable by non-experts. Hence, while this information was rather unambiguous, as it could 

be readily interpreted by the market research experts, the complexity and implicitness of the 

information was so high, that only experts could make sense out of it. Sometimes, in order to make 

the correct interpretation from it [market research data], you have to know the context, the 

methodology and sometimes, that happens also a lot, the [market research] supplier provides data 

or facts, and in these cases we have to do an extra work. … There exists an internal document 

where the key-findings are extracted, so that it becomes clear, because normally the presentations 

[of the data supplier] are hundred slides. Firstly, this is not operable for a manager, because he 

has no time to read all that….and I believe some things are not easy to interpret and through 

discussion [with the data supplier] we can read all the data properly.  

(Manager Consumer Insight, 130:130) 

 

As market knowledge was translated in both the econta Premium and the Tucuentas project by the 

consumer insight department, the degree of complexity and implicitness did not differ between the 

two projects.  

                                                 

10
 , (Collins English Dictionary – Complete and Unabridged 6th Edition 2003. © William Collins Sons & Co. Ltd 1979, 

1986 © HarperCollins Publishers 1991, 1994, 1998, 2000, 2003) 

11
 The American Heritage® Dictionary of the English Language, Fourth Edition copyright ©2000 by Houghton Mifflin 

Company. Updated in 2009. Published by Houghton Mifflin Company.) 
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5.4.8 Firm Size 

As BBVA listed at the time of data collection as the second largest Spanish bank and, measured in 

market capitalization, the seventh largest bank worldwide, BBVA had to be considered a very large 

organization. On the one hand, the large size of BBVA seemed to having facilitated the absorption 

activities related to both market and technology knowledge absorption. Here especially the 

considerable investments of BBVA in market and technology expertise offered the opportunity of 

absorbing external knowledge which was not directly linked to concrete innovation projects, but to 

establish sophisticated monitoring routines. In addition, due to this, certain resources could be 

dedicated to organize the firm’s knowledge base and to align external knowledge acquisition with 

already existing knowledge inside the firm in order to increase to overall benefit of the newly 

gained insights. For example, BBVA created a position which was dedicated to improving the 

transparency and content of the available internal knowledge on topics related to market knowledge.  

Further, novel market monitoring studies were designed in a way which would fit those information 

collected in earlier years in order to allow for longitudinal studies of markets and customers. 

“Somehow this is our task. Our task is also that we have time to do those things which these people 

normally have no time for because they are really into the business. They are very much 

concentrated on business and we have the time to introduce new methodologies. For example we 

have a large project about customer satisfaction, we introduced new metrics for controlling 

customer satisfaction, and our tasks is to implant these metrics actually in all markets and do to it 

every time exactly the same. I cannot analyze a market research [in one country], and try to really 

learn from it, if it is not identical in all markets. And in general this is our task. And one tasks here 

was that we all have the same metrics, that all do the same research. And another task was also to 

share the information and to try that this information is available for the people in BBVA. All our 

know-how has to be available to the people which really need this information. … One of the tools 

which we have is a portal, an internal portal which is my virtual child.”  (Market research expert, 

consumer insight, 098:101) 

 

Also, regarding technical knowledge the bank had the sufficient resources in order to support the 

identification and use of already existing in-house expertise. Here, specific positions were created 

which had as one of their major tasks, to search on other’s behalf for experts in specific knowledge 

domains. The head of Business Partners described it as follows. “When you have a [system] 

conflict, how do I succeed in connecting this system on a process level, you search for a person 
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normally inside the bank and you talk to him, also there exist channels where the overall knowledge 

of the bank is managed. There exists a person we talk to about this, like listen can you help me 

doing this and this person distributes this project. He searches for the person which could help you 

and many times is hand over to you so that you can interact directly with him. … If you do no not 

know the person you say, I need to do this project, I need this, he searches these persons, makes a 

meeting…” (Head of Business Partners, 075:078) 

 

On the other hand, although sufficient resources were available which made it possible to support 

knowledge identification in-house and outside the firm, the size of BBVA was also reported as 

inhibiting to a certain extent the fast application of newly gained insights or ideas.  “Logically, you 

are working in a very large firm, therefore many times you want to move quickly but the machinery 

goes a little bit slower than you. Therefore it is very important, I believe, that we are doing well, but 

many times this creates a lot of stress, and effort because you have to advance…” (Marketing 

expert, 289:290). As the implementation of eConta Premium was performed outside the firm’s 

boundaries of BBVA, this negative effect was only relevant for TuCuentas. 

 

All in all, the large firm size of BBVA created certain amount of slack which was used to better 

align certain knowledge acquisition activities with already existing knowledge. Yet, although these 

positive effects were observed, the large structures of the bank also slowed down the application of 

newly gained insight, as innovation activities sometimes were hindered due to the complexity and 

formality of certain areas of the bank. Both projects presented earlier, however, have rather been 

facilitated by the firm size. Both projects benefited from the possibility to access existing resources 

in order to acquire detailed information about market trends or customer opinions on their service 

features. Further, as BBVA had dedicated large amounts of resources to their innovation program, 

sufficient financial resources were available to acquire certain stakes of the start-up companies 

Strands.com and eConta. This partial purchase opened the expertise residing within the two young 

firms without which the projects reported here would not have been possible to develop.  

 

 

5.4.9 Mindset 

As regards the mindset towards change of those organization members who were observed to be 

involved in the development activities of the Tucuentas and eConta Premium services, in particular 

in the radical project of Tucuentas, an awareness of the novelty and its consequences facilitated the 
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overall development of this innovation. More precisely, the organization members’ involved in the 

development of Tucuentas showed awareness for the need to steadily look outside for new 

information and seemed to be aware of the fact that their current expertise areas and knowledge 

about the new service would not suffice in order to successfully accomplish the development 

activities. Due to this awareness, support by an external partner was more than welcome, as the 

project leader argued: “Strands has knowledge of recommendation [logics] and social media which 

we consider to exist only in very view firms. And exactly because of this we were interested that they 

could freely develop their projects and we could benefit from their ideas which they created. Hence 

from there we thought that Strands is very beneficial exactly because of their characteristic 

idiosyncrasy. They provide a differentiated value in contrast to other companies…” (Head of 

Tucuentas project, 206:206) 

 

In fact, project members engaged in constant scanning and monitoring of potential market and 

technology changes as they seemed to be aware that the Tucuentas service was going to be 

positioned in a fast changing environment which needed close attention. “During these 10 months 

we were constantly monitoring the applications of the competitors” (Project leader, 126:127) 

 

In addition, a general sensibility of future changes to the banking industry existed which created 

additional support for being vigilant and maintain an outward looking mindset within the tucuentas 

projects. “We believe that the industry is going to be totally different. We believe that there are 

going to be inconvenient [changes] which will be appearing. It is already happening in a very small 

scale but remember digitalization is changing the world, whatever, whatever, whatever can be 

digitalized is already or it´s gonna be digital. Remember what happens with the music industry, 

digitalization comes, and  they have almost disappeared . And with the Photo Industry Nikon, 

Kodak. Because they didn´t see the power of digitalization, Encyclopedia, think about 

Encyclopedia.  So life in finance is going to be different it may happen to us we have to be ready for 

that  the same as p2p lending will…we have to be ready to be monitoring very closely.” (Marketing 

expert, Centre for Innovation, 133:147) 

 

Although such general awareness potentially facilitated more than only the Tucuentas project, in the 

eConta Premium development, such openness for change among involved members seemed to not 

play such a facilitating role as in the Tucuentas projects. This was observed to be due to the 

considerably lower degree of newness and a correspondingly lower novelty of the needed 

information. As the project leader argued, development tasks were considered being rather routine 
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activities which did not even demand a detailed project management. “In fact, there was not project 

management with all task definitions and dates” (Project leader, 431:431) 

 

5.5 Summary of Findings: BBVA 

5.5.1 TuCuentas 

Within the tucuentas project, both market and technical information absorption were highly present. 

This was mainly due to the fact that Tucuentas constituted a truly novel service which was assessed 

on the basis of available data as having constituted a radical service innovation. More precisely, all 

three service dimensions showed high amounts of novel elements and also analysis by external 

experts buttressed the researchers’ own assessment. Besides this considerable degree of newness 

involved in the development of the Tucuentas service, the project and market success were also 

very high. Both the time to market of the new service as well as an unexpectedly high market 

resonance were accomplished. 
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Exhibit 54: Degree of Newness & Performance Tucuentas 

 

As regards the identified absorption processes, distinct patterns crystallized from the data for 

technical and market related absorption activities. The absorption of technical information followed 

a five phase process comprising the recognizing of the value of external information, acquisition, 

transformation of the internal expertise areas in order to understand the externally sourced 

information, transformation of the external information in order to fit it to the internal development 

project, and finally its application in the development activities for Tucuentas. Besides these five 

phases, multiple iterations of the process were identified during the development of the new service. 

Also, single phases were performed in parallel and hence overlapped considerably. As regards 

market related absorption activities, here also an iterative process with parallel phases was 

observed, yet no transformation of the internal knowledge base was visible during the development 

project. Further, the absorption process for market and technical information benefited both from 

being inter-connected, as by taking market information into consideration for technical absorption 



Case Study Report II: BBVA 247

and vice versa, this improved the overall quality and relevance of the respective information 

absorption. 

 

 

 

Exhibit 55: Absorption processes Tucuentas 

 

Regarding the second sub-research question of how the ACAP process would relate to the general 

service innovation process, here also several findings were made. It was observed that the general 

innovation process was of a highly dynamic nature and iterated several times over the time span of 

the project. The ACAP process followed this movement of the general innovation process and also 

could be described as a cycle of activities. Hence both the ACAP and the general innovation 

process were iterating several times. In addition, the ACAP process paralleled the activities of the 

innovation process. In more detail, the early phases of the ACAP process were performed during 

the early phases of the innovation process and the later ACAP phases could be observed also during 

the later phases of the innovation process. When new information was recognized which affected 

the service concept, the innovation and the absorption process performed a new cycle in order to 

incorporate the newly gained external technical or market information into the service concept. 

Thereby, in general both the market and the technical absorption activities did not show different 
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patterns but showed both similar degrees of parallelism and iterations with regard to the general 

innovation process. The following exhibit visualizes these observations.  
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Exhibit 56: ACAP and the Innovation Process (TuCuentas) 

 

5.5.2 eConta Premium 

In the eConta project, predominantly market related absorption activities were observed, and only 

little external learning from externally sourced technical information. After the different service 

dimensions of the new service were assessed, the degree of newness of eConta Premium paralleled 

the characteristics of rather incremental service innovations, as in the technical characteristics, 

service provider and client competences only few novel elements were introduced, compared to the 

already existing services of the firm. Besides the assessment of the degree of newness, the success 

of the project was rather positive, as the time to market goals were accomplished, while the market 

performance could not be assessed in detail due to the recent launch date.  
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Exhibit 57: Degree of Newness & Performance eConta Premium 

 

The observed absorption process was identified only for market related information. Similar to 

other identified processes, four phases were identified, namely the recognition of the value phase, 

the acquisition phase, the transformation of external information phase, and the application phase. 

While some iterations of the absorption process were observed, these took place in separate points 

in time after the first cycle was already accomplished. Hence, no parallel absorption activities were 

observed during the eConta Premium project. 
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Exhibit 58: Absorption Process for Market Information eConta Premium 

 

Regarding the innovation process and its relation with the ACAP process, similar degrees of 

parallelism between these two processes were identified when compared to the TuCuentas project. 

Different from the TuCuentas project, the innovation process of the eContra Premium project did 

not show iterations. Rather it could be described as a linear procedure. This linear development 

process was paralleled by the ACAP process, which however performed some iterations towards the 

end of the innovation process. After having protyped the new service, additional customer feedback 

was sourced. This constituted a full cycle of market related absorbtion. Yet, due to the fact that this 

iteration did result in a confirmation of the priory designed service concept, such iteration had no 

consequences for the general innovation process. The pursuit of the ACAP and innovation 

processes is shown in the next exhibit.  
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Exhibit 59: ACAP and the Innovation Process (eConta Premium) 

 

5.5.3 Facilitators and Inhibitors 

In both, the tucuentas and the eConta Premium innovations, absorption activities were rather 

facilitated by several factors and only little evidence for inhibiting factors were identified. More 

specifically, the available network of external information sources positively influenced the 

absorption of external information particularly for the tucuentas project. Here, the breadth of the 

network was helpful, while for the eConta project also some personal contacts facilitated absorption 

yet these were not of the same relevance as it was observed for the tucuentas project. The trustful 

relationship, established via partial acquisition of the main external partners, further was observed 

to having facilitated both the absorption during the eConta and Tucuentas project. 

 

Powerful actors, mostly inside the bank supported the absorption of external information in both 

projects, as they freed up internal resources needed for the absorption activities. Likewise the cross-

boundary expertise of project members facilitated the absorption in eConta and Tucuentas. Yet, in 

the tucuentas project, such expertise-overlap of the project members needed to exist with regard to 

both market and technical areas, while for the eConta project, only market related cross boundary 

expertise was observed. 

 

Prior knowledge residing within the bank also facilitated absorption activities for both tucuentas 

and the eConta project, yet in different ways. For the Tucuentas project the breadth of existing 

expertise inside BBVA was important, while the absorption activities for eConta benefitted most 
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from “hard facts” about already known customer preferences residing within the consumer insight 

department. 

 

Regarding the nature of the external information, here the rather low ambiguity of external 

information in both projects supported the absorption activities, as barely more than one way to 

interpret the absorbed information existed. This reduced labour intensity of the absorption process. 

Regarding the degree of implicitness and complexity of the sourced information, here particularly 

customer information was in both projects rather implicit as the customers inquiries needed to be 

interpreted first, before these could be used for the development work. Technical information was 

sourced only in the tucuentas project and the degree of implicitness of this information also was 

relatively high. For example, the delivered service-parts made by Strands.com needed to be 

analyzed and interpreted by BBVA in order to be understood and apply them to the further 

development activities. This reduced the ease of absorption particularly for the tucuentas projects, 

as for the eConta project no technical information was absorbed. Overall the nature of the external 

information rather inhibited the absorption in the tucuentas project while this was not the case to the 

same degree in the eConta project. 

 

The size of BBVA was identified as positively influencing most of the absorption phases, yet 

during application the at times bureaucratic structures inhibited a fast implementation of the 

externally gained insights during the radical tucuentas projects. The lack of protection 

mechanisms for service innovations supported partially the availability of information for both 

projects and was not identified as obstructing the absorption activities, as it was the case in other 

cases presented here. This was mostly due to the fact that eConta and Tucuentas had invested in 

know-how and technology which was perceived by the project members as being difficult to 

imitate, thus increasing the willingness to risk a partial lurking out of information to competitors via 

the testing of the novel services with selected customers.  

 

Cross boundary expertise supported absorption in both projects, while social integration 

mechanisms were identified as having been important facilitators for the absorption during 

Tucuentas. For the incremental eConta development, these sharing mechanisms were not of utmost 

importance and did not play such facilitating role, as during the eConta project less information 

needed to be shared, interpreted and discussed among project members. Similarly, it was observed 

that the mindset regarding the need to change and the awareness of the limitations of existing 

internal expertise facilitated particularly the absorption during the Tucuentas project, while such a 
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mindset for change was not observed as being strongly present in the eConta Premium project and 

thus had no facilitating effect for the absorption during this project. The following table summarizes 

these findings. 
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Exhibit 60: Facilitators & Inhibitors BBVA 
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6 Case Study Report III: BankXY 

6.1 Context of the Study 

6.1.1 Description of the Case Study Organization 

BankXY is a medium sized, German retail bank which was founded as an institution in the 1950ies. 

After a re-branding of the bank in the late 1990ies, BankXY merged with two other medium sized 

retail banks. This re-orientation of the bank, also led to new market focus, and BankXY narrowed 

its market focus from a classic retail bank, to a specialized retail bank, focussed on end consumer 

loans. In order to buttress their new focus, the bank moved away from a classic branch-structure and 

opened smaller “shops” in Germany which should create a novel type of banking-experience to the 

consumer. After a second re-branding in the 2000s, the bank expanded its business from Germany 

to other German-Speaking countries. In 2009, the bank employed more than 1200 employees of 

which 60% worked in sales in BankXY’s shops, while 40% of the employees are working within 

the headquarters of BankXY. The total assets of BankXY amounted in 2008 to more than 5 billion 

EUR, while the number of customers grew over half a million. BankXY is a subsidiary, yet 

autonomous company of BankHead, a large in Frankfurt based bank. The here reported service 

innovation activity focussed on an initiative of the bank to broaden its up to now rather narrow 

service portfolio by offering a novel type of financial service which combined a credit card with a 

newly designed type of end customer loans.  

 

6.1.2 External Context 

The context of BankXY was shaped by traditionally high regulatory influences by national and 

European governing institutions such as the German financial regulations body “BaFin” or Europe-

wide regulations issued by the European Union. Within the here presented Inno-Card project, 

regulatory aspects were most relevant especially in the design of the service delivery process, as the 

European Union issued in the recent past a series of changes in the way, loan-contracts had to be 

explained and sold to customers. Here, the legal department needed to take additional aspects into 

consideration. “For example if you think about offering the card on the internet. Then for the 

Internet sales process, different prerequisites have to be taken into consideration. For example, the 

customer has to be provided with pre-contractual information about the card.” (Lawyer, 012:013) 
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Regarding the competitive situation of the bank, the bank was aware that its core products focused 

on end consumer loans was facing considerable competition in the market, also because competition 

took place, according to the bank, to a large degree based on quantitative aspects of the loan, such 

as the level of the interest rate, duration of payments, etc. “There are things which are easy to copy. 

As regards interest rates we noticed that this everyone is doing. That changed then into a jungle of 

special conditions for specific customer segments. There everyone noticed that it becomes difficult 

to compete on the basis of prices. “ (Head of product management department, 011:012). As a  

response to the more and more exchangeable characteristics of existing end-consumer loans, 

BankXY decided to broaden its current service portfolio and started the here presented Inno-Card 

project. “In general we have to say that, independently from the crisis, that the consumer loan 

business is stagnating since four years. It does not fall, but it does not increase either.”(Head of 

product management, 044:044) With the Inno-Card, BankXY strove for a considerable increase in 

the number of customers. “The card has the purpose to generate more new-clients.” (Head of 

product management, 016:016). 

 

Finally, the financial crisis had only minor influence on the Inno-Card project and the general 

business of BankXY. For BankXY, the level of consumption of the German consumers played a 

significant role for the number of end-consumer loans sold. As the level of consumption remained, 

however, relatively stable for those investments for which BankXY offered their loans, no 

significant reduction of the overall volume of contracted end consumer loans was observed by the 

managers of the bank. This was also reflected in the annual report of the bank, in which a 

considerable growth of the customer base and the sales volume was reported for 2008 and 2009. 

“Overall I would say, if you compare what can be read about the crisis and how the consumption 

behaves, then the consumption went down less than the media transports. The consumption in 2009 

is not worse than in 2008. This we can see on the basis of our sales-figures.” (Head of product 

management department, 044:044) 

 

6.1.3 Internal Organization of New Service Development 

At BankXY, service development was observed to be not highly institutionalized. Due to the rather 

narrow focus of BankXY’s service portfolio, and the limited size of the bank, no department or 

group existed which was continuously focussed on service development activities.  Rather, new 

service development was pursuit on a project basis where product managers from the product 

management department acted as project leader. In addition, experts from affected areas such as 
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law, IT, marketing and sales joined the project. Yet, although different departments were subsumed 

under one project, their participation was not necessarily from start to end, but could be focussed on 

certain project phases where specific input from the respective department was needed. The 

initiation of a new service development project, thereby had to be started via a formal decision to be 

taken at the board of directors of the bank. Notwithstanding this formal consent to be achieved at 

the top-management of BankXY, no formal project reporting routines had been established within 

the bank. Rather, the project leader was asked to update middle management about the progress of 

his/her development project. The middle management decided on additional resources or time 

needed. In addition, due to the relatively small size of the bank, also direct contact between top 

management and the project manager tookplace, if needed, as the bank dedicated itself to a highly 

informally organized way of working. This became visible, for example, in BankXY’s policy, to 

only use the first name of each employee / executive during work, in order to decrease the formal 

distance between the organization’s members.  

 

6.1.4 Observed Service Development Project 

As within BankXY, only one service operated for several years, focusing on providing a special 

type of end-customer loans, senior management decided to extend their offering by introducing a 

credit card which combined classic credit card functions with a novel type of end consumer loan. 

This project constituted one of the first developments of new services within the bank, due to their 

prior focus on only one type of end-consumer loan.  

 

The project was initiated through initiative of senior management and did not result out of changes 

within the broader context of the bank. Rather it was seen as an instrument to expand the bank’s 

business scope. As becomes visible in the subsequent chapters, the project grew to a considerable 

challenge for the bank, as the change needed to be performed inside the organization in order to 

launch the service was considerably higher than expected. This was caused by an underestimation 

of the degree of newness of the service for the bank, as evaluated by senior management and project 

members. In consequence, the project had large delays and was introduced late in the market. The 

overall development started in mid-2007 with preliminary tasks to be accomplished, while the 

formal project started in January 2008, with an envisaged end date of November. While a 

preliminary version of the Inno-Card was introduced in the market with two months delay, the final 

version of the service also with respect to the internal procedures inside the bank was not finalized 
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until May 2009, amounting to a delay of more than 50% when compared to the estimated project 

duration.  

 

6.2 Project I: Inno-Card 

6.2.1 The Development Process of the “Inno-Card” Project 

The observed service development project focused on the development of a new type of credit card, 

which combined a specific loan-type to the basic function of a credit card. The project was set up in 

two large phases, a pre-phase in which the new service should be (1) ideated and (2) designed and 

positioned against already existing credit card variations, and a second phase, in which the (3) 

actual development of the card as well as the (4) commercialization including the training of the 

sales force and the market launch were subsumed. The first phase started in the second half of 2007, 

in which senior management at BankXY tried to convince the parent organization of the credit card 

idea and to perform first ideation activities about the concept of the card. The concrete project 

formally started in January 2008 and was envisaged to be finished in November of the same year.  

 

The formal project was subdivided into several sub-projects. Sub-project 1 concerned legal issues 

and external communication. Sub-project 2 comprised risk management, sub-project 3 process 

definitions and –tests. Subsumed under the roof of sub-project 4 was the IT-realization, focused on 

the changes to be made in the operating IT-system of BankXY and the sales support application.  In 

sub-project 5, the training of the sales force and internal administrative staff constituted the main 

task. Here it has to be mentioned that many activities related to the administration of the financial 

product had to be done manually, in order to adhere to quality-regulations and to spot false 

information put into the contracts of the financial services of BankXY. Finally, subproject 6 

concerned the marketing for the new service. While, related to the different characteristics of the 

new service, orgininally a new name was planned to be created, finally, budget did not allow for 

doing so, due to costs related to the marketing campaign and other communication necessary for 

creating awareness of a new brand. Consequently, the new service was named very similar to the 

most famous service of BANKXY. “Sub-project 6 was marketing. Here people dealt with the name 

of the Inno-Card. Originally the Inno-Card should have received an independent name. This 

collapsed however with the brand management, because they discovered, that it would have become 

too expensive, to position in parallel to the strong “Consume-Credit” brand an additional name. “ 

(Project Leader, 014:014) 
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During the development process for the Inno-Card service, a former product manager of BankXY 

was designated as project leader , who besides supervising the progress of the other sub-projects, 

was responsible for the sub-project 1, legal issues and external communication. Especially the 

external communication was crucial in the Inno-Card project. For several dimensions of the service 

concept, external support was necessary. As BankXY only had few experience with credit card 

operations, resulting on a focus on end-consumer loans in early 2000s. Existing experience with 

credit cards dated back to that time-period and hence was not applicable to the concrete design of 

the internal operations for the new service. Resulting from this lack of credit-card know how in the 

bank, also regarding the identification of market-related activities such as positioning of the card 

among other card-variants, analysis of market potential, and related aspects, BankXY needed to 

resort to external expertise. In order to learn about the operation of credit cards, BankXY resorted to 

a credit card operator which managed the data and information flows embodied in the credit card 

business for a large number of retail banks. As BankXY needed to perform certain tasks in-house, 

the external card processor consulted BankXY in incorporating the needed routines and technology. 

Further, an internationally leading market research and management consultancy, experienced in 

retail banking industries, took over market related tasks. “Basically they were only involved in the 

pre-project, mostly because of political issues and because of know-how transfer in areas where 

this [expertise] was lacking. We do not have the expertise to identify, where a market between the 

boundaries of credit cards and consumer loans would exist.” (project leader, 14:15) 

Finally, for the printing of the credit cards, a third external partner was involved, yet with only 

minor, highly operational tasks.  

 

On a timeline, after consent of the parent organization concerning the viability of the Inno-Card had 

been reached in the second half of 2007, the external market experts researched potential market 

segments of the new service, followed by an in-depth definition of the service concept in the first 

half of 2008. This definition phase lasted until mid-2008, succeeded by in-depth programming and 

implementation activities inside BankXY. The project was planned to be finished in November 

2008. Due to considerable difficulties in the technical realization of the project, the complete 

accomplishment of the project was postponed to May 2009. However, due to a top-management 

decision, a first version of the Inno-Card had to be introduced into the market by Februar 2009, 

even though, several internal tasks for the operations of the service were not finished yet. “2007 

everything was a political dimension in order to be able to say “yes BankXY dare doing this”. The 

project work started on January 1
st
 2008. There firstly we asked ourselfes which people do we need 
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internally and which ones from external. Then the product was defined again in-depth. Until 

summer 2008 the product definition was conducted, changed then, however into in-depth 

development. The definition phase lasted more or less 4-5 months.” (Division head, 046:047) 

 

All in all, in these two-folded structure of the general project, the activities can be meaningfully 

grouped into four generic innovaiton phases, as not formal innovaiton process was defined at 

BankXY. These were the ideation phase, where the general idea of the service was envisaged, the 

analysis phase where the basic and advanced characteristics of the service were designed, followed 

by the implementation of the service concept via software development and the creation of the 

necessary service infrastructure and personnel competences. Finally the commercialization 

activities constituted the last phase of this generic innovation process. This is shown in the next 

exhibit. 

 

 

Exhibit 61: Innovation Process Inno-Card 

 

6.2.2 Performance  

As regards the performance evaluation of the Inno-Card project, an internal and an external 

perspective had to be taken into account. Firstly, data from interviews indicates that the internal 

performance of the project was rather poor. To begin with, the project was initiated by BankXY 

already several times in the past, yet due to internal political reasons, no consent with the mother 

organization could be reached. “The basic idea is a little bit older, so four years ago. This sound 

long, but the project existed already three times. Yet if failed every time. The reasons were always 

of political nature.” (Head of division, 021:021) 
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Project leader, project members, as well as senior management commented on the arising 

difficulties in the project which ultimately led to a considerable delay of the market launch. “We 

had to notice that this project was not manageable in the given time-frame” (Project leader, 

009:009) As had been briefly indicated already further above, the original market launch date was 

envisaged for November 2008, yet the launch with only preliminary internal operations for the 

Inno-Card service was postponed to end of January, nearly three months later. “Due to 

implementation problems, it came to delays of two months. Well, originally, the project should have 

been introduced already in November 2008.” (Head of Division, 047:047) Yet, in fact, the project 

was not fully finalized until May 2009. This resulted from the fact that BankXY decided to 

introduce the Inno-Card with internal procedures still under development. The extra-work necessary 

to finalize the internal service related procedures demanded an additional three months time period. 

“We want to finalize the card project in May. We want to hand over everything into the 

departments and to define responsibilities. At the moment it is the case that after the launch errors 

occur which have to be corrected first.” (Head of product management, 026:027). In addition, the 

project leader commented in March 2009: “The project is not yet finished. The errors are still too 

big.” (Project leader, 012:012) 

 

Hence, the internal performance of the Inno-Card project was not as was expected by senior 

management. Due to this the Inno-Card project in relation to the time-to-market has to be evaluated 

as not-successful, as defined milestones had not been reached.  

 

As regards the market performance of the Inno-Card, only internal statements are available, as at 

the time of data collection the Inno-Card had been in the market for only two months. The project 

leader of the project mentioned: “We did actually expect more” (Project leader, 097:097). Yet, 

project members also mentioned that a correct assessment of the market performance of the card 

will depend on future expansion strategies in order to offer the credit card also in other banks and 

not only in the 50 shops of the bank, which was envisaged to take place at the end of 2009 or the 

beginning of 2010. Due to this, a final evaluation of the market performance was not possible at the 

end of data collection for this study. “It will be profitable when it will be introduced in additional 

banks” (Head of product development, 008:009) 

 

Hence, all in all, the performance of the project measured in the time-to-market was not successful. 

The market performance could, due to data limitations not be finally assessed, yet comments on the 

financial performance at the time of data collection, two months after the service was launched into 
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the market indicate that expectation of the market performance were not fully satisfied.  This 

evaluation is summarized in the following exhibit. 

 

 

Exhibit 62: Performance Inno-Card 

 

 

6.2.1 Degree of Newness 

In line with the other case descriptions, also here Gallouj & Weinstein’s (1997) approach to the 

assessment of the degree of newness of service innovations is applied. In general, the Inno-Card 

project was assessed by the project members and their supervisors as a completely new product. 

“We only started with the idea. The rest we had to do in the project” (Head of Division, 115:115). 

“We did not create awareness on ourselves from the beginning, what it meant to develop such a 

product. That did not concern the commercialization only, but also the operational processes, 

which are being applied in relation with the card. It is totally different from the [already existing] 

loan.” (Head of product management, 022:022) 

 

To start with the dimension of the technical characteristics of the Inno-Card, here several novel 

elements have been identified, when compared to the priory existing services of BankXY. In 

general, technical characteristics concerned, for example the calculation logics behind the financial 

services of the Bank. Here, considerable changes were necessary and new to the bank. “We also 

have variants in our [existing service]. There are simple and complex variants. That depends on the 

scoring value the client has. These variants we introduced in the shops. However that was not such 

a radical change as it was the case for the card. That with the card was much more complex.” 

(Head of product management, 027:027) In addition to the calculation logics behind the new and 

existing services, also the internal back-office processes and documents for delivering the Inno-
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Card service to the customer were completely new and could not be based on prior services. 

“Compared to this [recently introduced variants of the core service of BankXY] Inno-Card is 

completely new. New processes, new interfaces with the processor, new documents and contracts.” 

(Head of product management, 052:053) Hence, as regards the novelty of the technical 

characteristics, here many changes and new elements had to be performed inside the bank in order 

to launch the Inno-Card.  

 

When taking a closer look at the service provider competences, meaning the change in the 

competences of the sales-personnel in order to deliver the actual service, here also considerable 

changes have been reported by the interviewees. As the Inno-Card constituted a completely new 

service-category for the bank, new training concepts and service delivery processes had to be 

designed and taught to the sales force in a series of training sessions. As the head of product 

development argued: “We had to develop different training-concepts and these were trained 

between December and January. There it was explained how the product looks like, how the sales 

process looks like, what the value proposition of the product is, and how the input of the data in the 

system looks like. That was a huge time and money investment.” (Head of product development, 

052:053). In addition, similar comments were issued by further senior executives and sales experts. 

“The new product needed to be explained. To do this the sales management department supported 

in this. We did not know either how to sell the product in the best way.” (Head of division, 100:100) 

“In general it can be said that it was difficult to contribute with our experience to the project. 

Neither did we know exactly how the product would work.” (Marketing expert, 063:063) Hence, as 

the considerable need for training of the sales force shows, the provider competences changed 

considerably as BankXY’s sales force seemingly had no prior experience in selling a similar service 

to customers. 

 

Likewise, in the customer competence dimension of the Inno-Card, changes were observable, too. 

Here, the credit card allowed clients to manage their cash flows more directly. More precisely 

clients were allowed to decide flexible the thresholds for using their credits on their bank account or 

to create a loan for their consumption. In an example this would allow the clients to define whether 

they would like to pay all amounts below e.g. 1000 EUR by using their credit on their bank account, 

while all spending with the Inno-Card above that threshold would be subsumed under a newly 

generated consumer loan. As in existing credit cards, this flexibility did not exist, the client-

coproduction within the Inno-Card service delivery process was enhanced to a certain degree. “Yes 

that is a completely new product. The channel is totally new to initiate an end-consumer loan via a 
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credit card.  Also in addition, the liquidity is manageably be the customer itself.” (Project leader, 

040:040) Hence, to a certain degree also the customer competences were changed, as the co-

production role and the number of decisions to be taken by the customer himself increased. 

 

All in all, in every service dimension of the Inno-Card, novel elements were introduced. Yet, before 

finally evaluating the degree of newness of this service innovation, it is useful to look outside the 

bank and to see as to how new the Inno-Card was perceived by externals. To start with, interviews 

revealed that both external expert organizations involved in the Inno-Card development, could not 

source all elements of their tasks from prior projects. Rather, both the market research firm and the 

card processor needed to learn by themselfes about certain elements which they were not 

knowledgeable about. “ [the market research consultancy] knew the credit card business very well, 

but they did not knew the Inno-Card concept. That was very fascinating for [market research 

consultance]” (sales support expert, 015:015). Similar information was provided in relation to the 

degree of novelty of the project for the technical supplier, the card processor: “For [card 

processor] for example the whole stoy about telephone based loan-booking [by the customer] was a 

completely new thing. There [card processor] did not understand the issue at the beginning.” 

(Project leader, 061:062) 

 

Finally, also an independent organization which monitored the credit card market and issued regular 

market reports structured the market for credit cards in a way, which may support the notion, that 

the degree of newness of the Inno-card is considerably high. In more detail the web-based 

institutions screened all variants of credit cards which existed in the year 2009. As a result this firm 

provided a table in which all credit card offerings were grouped into several credit card types. From 

eight cards included in this report, six cards were of the same type of at least one other card. Only 

two cards were grouped into unique card-types. The Inno-Card was one of these two cards which 

did not fit into the card-types of the other six.
12

  

 

Hence, all in all, both the internally as well as the externally available information indicates, that the 

degree of newness of the Inno-Card project was high. While this innovation will not be positioned 

on the most extreme position of the “newness-continuum” as proposed by Gallouj & Weinstein 

(1997), it showed more novelty than incremental innovations would show according to these 

authors. This is because more than one internal dimension changed considerably. Yet, due to the 

                                                 

12
 Due to confidentiality this information may not be disclosed, as it would allow to trace back the studied organization. 

The table can be provided on request. 
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fact that not all elements of all three dimensions of the Inno-Card service were completely new, this 

innovation neither is purely radical. Nevertheless, due to the high degree of change in two 

dimensions of the service, as well as due to the external evaluations of the Inno-Card project, the 

degree of newness is here assessed as being more of a radical nature than of an incremental nature. 

A summary of this evaluation is provided in the next exhibit. 

 

 

Exhibit 63: Degree of Newness Inno-Card 

 

6.2.2 The Absorption Process  

In the following, the single absorption activities are being reviewed and are grouped into absorption 

phases, based on the in the literature identified conceptual process model by Todorova & Durisin 

(2007). 

 

6.2.2.1 Recognizing the value 

The initial awareness of being in the need for information related to credit card business originated 

from the basic monitoring and studying of the core market segments of the bank. As the bank had 

focussed excessively on end-consumer loans in the past, it recognized the high amount of 

competition and the stagnating growth of classic end-consumer loan segments. “As regards interest 

rates we noticed that this everyone is doing. That changed then into a jungle of special conditions 
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for specific customer segments. There everyone noticed that it becomes difficult to compete on the 

basis of prices. “ (Head of product management department, 011:012). As a response BankXY 

recognized the need to broaden its current service portfolio: „In general we have to say that, 

independently from the crisis, that the consumer loan business is stagnating since four years. It 

does not fall, but it does not increase either.”(Head of product management, 044:044) 

 

After this market situation had been recognized by senior management, the bank identified an 

opportunity to create additional business via the introduction of a credit card, which would combine 

end-consumer loans with the basic functionality of a credit card. Through this development, the 

stagnating market development should be circumvented. “The card has the purpose to generate 

more new-clients.” (Head of product management, 016:016). 

 

Project members involved in the development of the new credit card identified the need to search 

for specific expertise outside the firm. Thereby recognizing the value of external knowledge about 

the technical realization and the potential market for credit cards was done through reflection and 

discussions at the outset of the project. “Interviewer: How did you know how the project has to be 

run? Interviewee: This was quite easy. We have thought about what had to be done, then we talked 

with CardProcessor [name changed]. They, then told us what to do.”  (Divisional manager, 52:55) 

After the recognizing by the project members about the necessity to source these knowledge 

domains from external partners, the bank approached its parent organization in order to take 

advantage of the there residing credit card know-how which facilitated the choice of appropriate 

partners for both the market know-how and the credit card processing tasks. 

 

In a similar vein, as BankXY was aware of their lack of expertise in understanding the credit card 

market and its customers, the bank started to search for an expert consultancy which could take over 

market-related tasks, such as research, market potential analysis, and others. Here, also the 

relationship to the parent organization helped BankXY to identify a specific consultancy with the 

needed credit-card know how.  “[The market research consultancy] was also working insde our 

parent organization and did projects there.” (Sales support expert, 022:022) 

 

6.2.2.2 Acquisition 

Due to the fact that the creation of a new type of credit card concept necessitated information from 

areas outside BankXY’s expertise area, such as about credit card processing and market information 
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about the client’s preferences and competitor’s card-offerings, BankXY searched for suitable 

partners knowledgeable in these expertise fields.  “The CardProcessor [name changed] contributed 

the Know-How about the technical processing…” [divisional manager, 9:22] 

 

Yet, although at BankXY project members succeeded in becoming aware of some gaps of their 

internally held knowledge which resulted in the identification of the above mentioned knowledge 

fields, in part, the bank did not succeed in ascertaining correctly the scope of information influx 

needed to perform the project. For the acquisition of knowledge about the credit card processing, 

this resulted in too few information acquired which in turn negatively affected further development 

and overall time-schedule for accomplishing the development project as such. “The key aspect of 

this [card processing] was, people thought, it can’t be so difficult. What fascinated me was the 

network operating in the credit card business…..you think of it as being so simple….” [project 

leader, 41:42) 

 

In more detail, after BankXY had identified the knowledge needs for the marketing and processing 

of the credit card, the bank initiated a collaboration with a consultancy for the market research part, 

and with a card-processor  for the credit card processing. The insufficient knowledge acquisition 

appeared during the collaboration with the card-processor. Here, project members projected their 

own views on the nature of credit card operations on the activities of the card processor. This 

resulted in the fact that BankXY gained only a partial insight into the activities of their 

collaborating expert organization. As both the card processor and BankXY had to jointly develop 

IT-solutions and system-interfaces in order to process customer credit card activities, this had 

considerably negative consequences.  “People were not conscious direct from the beginning, what 

it means regarding complexity, what it means to introduce such a product. That does not only 

concern marketing, but also the operative processes, which exist in relation with the card. It is 

totally different from the deferred payment credit. Everything had to be done new, from sales how 

the credit is being granted, to how that is being connected to the processes. Also the exchange 

between the processes of the bank and the card processor they all run totally different and have to 

be created. Maybe this was a little bit underestimated.” (product management department head, 

18:24)  People here thought, with the credit card we would simply open up a new sales channel for 

our credit offering [name changed]. So people thought, credit we can do, the card the card 

processor can do. There everyone thought that is no problem. But it was a fallacy. The credit card 

process is much more sophisticated…” (project leader, 3:5) 
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At BankXY, the meetings directed at exchanging information about each other were designed to 

fulfill the information needs posed by middle and higher management and thus information was 

more of a general nature. As interviews revealed, the first phase of the collaboration with the card 

processor lacked involvement of those people who needed to do the real work in the project related 

to the card processor, namely the IT-specialists of BankXY. “Also concerning the collaboration of 

the card processor [name changed] and BankXY [name changed], there it was that way that from 

my perspective there were too few workshops with them. People thought too early they would have 

understood. In addition the developer were not involved. It was more management talk. The 

technical area should have become involved much earlier” (project leader, 3:10) 

 

Notwithstanding these difficulties, certain acquisition of the knowledge did take place, even if it 

was not done in an optimal way direct from the beginning. Especially during the implementation 

phase, concrete and applicable information was acquired for the development of the Inno-Cards 

internal procedures and technical applications. “At the moment the developer have each week a 

telephone conference, where questions are being anserwed by experts from the card processor. 

Workshops are envisioned already since months, according to the developer, however, current ways 

of communication would be sufficient.  They know the contact person [at card processor] and 

whom they have to contact in the case of problems.” [project leader, 3:10] 

 

In another vein, the acquisition of the information about the credit card market characteristics 

followed a different pattern. Here, the analyses as well as the writing of a business plan for the 

introduction of the new service were outsourced to an international consultancy company, as it was 

thought of as very experienced in the general credit card market and, in addition, as very well 

connected to both the mother organization of BankXY as well as the card processing firm involved. 

“In addition [to the card processor] we involved a consultancy, ConsultCo [name changed]. We 

had them for the market research area. But not only. Their second task was political, as a political 

instrument. They also had very good contacts to our mother organizations [name changed]. (Head 

of division, 23:23) 

 

“Basically they were only involved in the pre-project, mostly because of political issues and 

because of know-how transfer in areas where this [expertise] was lacking. We do not have the 

expertise to identify, where a market between the boundaries of credit cards and consumer loans 

would exist.” (project leader, 14:15) 
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For the two tasks which the consultancy took over, i.e. the acquisition of the generated information 

about the market and business plan was performed in different ways. For the business case, 

BankXY received the information quite late, after the controlling department had actively asked for 

a draft version. The Business Case was done by the consultancy [name omitted]. There the 

involvement was quite late for controlling. In the middle of 2007 we were getting involved, but that 

was too late.” (Head of controlling, 13:13) Without this pro-active acquisition, the bank would have 

received only the final result without any possibility to anticipate its form and content.  

 

As regards the acquisition of the knowledge generated about the market potential of the new credit 

card service, BankXY chose a different and more integrated approach. Here, consultants engaged in 

in-depth market analysis, the generation of specific market research analyses, such as Conjoint 

Analysis, and the incorporation of expertise held by other consultants of the consultancy located in 

different countries all over the world. However, information exchange took place over the whole 

course of the project phase in which the market research was scheduled, meaning that during the 

whole duration of the joint work on the market report, two consultants were located directly at the 

headquarters of BankXY, participating in each meeting related to the development activities. 

“There was an interface through which the consultants [name omitted] communicated with the 

project leader. The consultants did participate though in each Jour Fixe meeting. In the beginning, 

there were many workshops in which the consultancy [name omitted] participated. OW acquired 

often information from themselves [other consultants inside the same consultancy] and contributed 

these to the workshops.” (sales support expert, 12:28). Towards the end of the project, employees, 

and later also their friends and family, were invited to test the novel credit card.  “Then the pilot 

phase started. Employees of the bank tested the card “live”. This also comprised the exchange of 

experiences made with the usage of the card and their impressions concerning the look and feel of 

the card.” (Marketing expert, 37:38) 

 

 

6.2.2.3 Transformation 

Transformation of internal knowledge base 

To start with the transformation of the internal knowledge base, here no changes could be observed 

inside the bank. Hence, the bank tried to understand the acquired information about the credit-card 

market and the technology on the basis of their priory existing expertise areas. As the characteristics 

of the new service deviated, however, to a large extend from existing characteristics of the current 
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services, considerable difficulties arose in the transformation of both market- and technical 

information. This lack of transformation of the internal expertise areas of the bank, in order to 

become capable of understanding the externally sourced information could be related with the 

general lack of awareness of the complexity and novelty of the needed information. “The key aspect 

of this [card processing] was, people thought, it can’t be so difficult. What fascinated me was the 

network operating in the credit card business…..you normally think of it as being so simple….” 

[project leader, 41:42) People here thought, with the credit card we would simply open up a new 

sales channel for our credit offering [name changed]. So people thought, credit we can do, the card 

the card processor can do. There everyone thought that is no problem. But it was a fallacy. The 

credit card process is much more sophisticated…” (project leader, 3:5). Due to limited prior 

knowledge, the need for adopting own expertise areas related to the technical change was not 

recognized.   

 

In a similar vein, a lack of transformation activities of those expertise areas related to market 

information was identified. Here especially the external information embodied in the business plan 

would have necessitated additional in-house expertise in order to understand the rationale behind 

decisions taken in the externally drafted Inn-Card business plan. We received the business case and 

then one employee worked on the business case. Then, however, questions arose concerning the 

calculation logic. Also questions arose where the assumptions came from and why certain decisions 

were taken. The business case we went through together with other colleagues from product 

management. The questions which we could not answer ourselves we asked again the consultancy 

[name omitted]. (Head of controlling, 35:35) 

 

As the above quote indicates, internal experts within specialized departments were not capable of 

fully understanding the acquired information and hence had difficulties to apply this information to 

the development of Inno-Card. 

 

Transformation of the external information 

Related to the lack of updating of the internal expertise areas of the bank, the transformation of the 

external information was obscured, too. Due to the fact that no internal experts owned the full 

expertise in order to become capable of translating the externally sourced technical or market 

information to other organization members, the transformation of the specific external information 

was performed, in part, by the external information providers.  
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As regards market information, here it was already mentioned, that due to the lack of in-house 

expertise problems arose in understanding the received information. After in-house experts had 

tried to transform this information, they finally resorted to the external provider of the information 

in order to receive support in the understanding of the external information.  “The delivery of the 

business case now is nearly two years ago. We received the business case and then one employee 

worked on the business case. Then, however, questions arose concerning the calculation logic. Also 

questions arose where the assumptions came from and why certain decisions were taken. The 

business case we went through together with other colleagues from product management. The 

questions which we could not answer ourselves we asked again the consultancy [name omitted]. 

They answered then via telephone or email. Partially there also was a consultant from [name of 

consultancy omitted] in the house. These tasks we solved then successively. This was mid-2007.” 

(Head of controlling, 35:35). Other market related information, such as those related to the 

customer analysis, were transformed by the external consultants in order to make the information 

applicable to the service development of the Inno-Card. 

 

In a similar vein, also the transformation of the external information of the card processor was 

constrained. However, here, the lack of transformation seemed not to originate from a lack of 

existing expertise, but rather was identified to be due to a lack of involvement of in-house experts in 

the meetings with the external information supplier. More precisely, within the first period of 

collaboration between the bank and the card processor, BankXY engaged exclusively general 

management and product management staff in the transfer meetings. IT specialists and operations 

experts were, however, not involved in these meetings. This subsequently resulted in relatively 

unclear specifications relating to the internal processes affected by the change as well as an 

underestimation of the necessary workload for implementing the credit card related processes in-

house. In consequence, the understanding of the knowledge resided at a superficial level which did 

not allow for acquiring any in-depth understanding as to what implications the external knowledge 

of the card processes would have on the internal organisation at BankXY. “Also concerning the 

collaboration of the card processor [name changed] and BankXY [name changed], there it was that 

way that from my perspective there were too few workshops with them. People thought too early 

they would have understood. In addition the developer were not involved. It was more management 

talk. The technical area should have become involved much earlier” (project leader, 3:10) 

 

Only at the end of the project, internal experts from the information systems department were 

involved in the transfer of information from the card-processor to the bank. “At the moment the 
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developer have each week a telephone conference, where questions are being answered by experts 

from the card processor. [project leader, 3:10] This, partially alleviated the lack of transformation 

in the beginning of the project, yet could not protect from several misspecifications resulting in the 

final delay of the project. “And now, from November 2008 until now, since the moment when the 

interfaces were built up, there came out data which you did not know and did not know where it 

came from, and then you became aware of the fact that there were large unknown processes left. 

After this unknown information has been sighted, you sit down together to get an explanation from 

the card processor where it comes from and how it works.” (Project Leader, 3:7) 

 

All in all, also regarding the transformation of the external information by internal staff of the team-

bank, considerable difficulties were observed. While the lack of market expertise impeded the 

proper translation of the external market information, the lack of transformation activities related to 

external technical information originated rather from the non-involvement of existing experts. 

Hence, although internal expertise was accessible within the bank, the use of this expertise was 

constrained, especially at the beginning of the project, as management within the bank had 

misperceived the level of complexity of the information involved in the Inno-Card project. 

 

6.2.2.4 Application 

As the external information acquired was contributing to the overall development of a new service 

offering, its application took place mostly in the implementation phase of the development project.  

 

As regards market related information, at BankXY its application took place in the implementation 

of the new credit card offering, including the training of the sales force. Within these activities, the 

sales support department of BankXY took advantage of the market analysis done by the consultancy 

in order to stress the unique characteristics of the new credit card, among other aspects. As the head 

of the sales support department indicated in one of the interviews, the results of the market research 

activities of the external consultancy were applied to the service-launch concept, service 

advertisement plan, sales reporting and training of the sales force. Especially in the definition of the 

final service concept the externally sourced information about the credit-card market characteristics 

was applied. “In the beginning the market overview and the market characteristics which were 

reported by [market research consultance] as well as the customer perspective reported by them 

was very helpful for us to model the credit card.” (sales support expert, 026:026) 
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Subsequently, information gathered from pre-market tests with trusted bank employees from partner 

organizations revealed additional insights which were applied to the refinement of the sales process, 

the appearance of the card’s branding and design, and the improvement of the handling of the 

different administrative activities related to the Inn-Card. “In May / June, the final concept was 

done. Then it went into pilot-phase, where employees of BankXY tested the card “in vivo”. This also 

comprised an exchange of experiences how the card was perceived and what impression the testers 

had of the card.” (sales support expert, 037:038) 

 

Yet, while the more general market research results could be applied with relative ease, the 

application of the information embodied in the externally created business case was obscured. As 

was reported elsewhere already, a lack of understanding of the in the business case comprised 

assumptions and decisions made it difficult for the project members to apply the business case to 

the further service development. “We received the business case and then one employee worked on 

the business case. Then, however, questions arose concerning the calculation logic. Also questions 

arose where the assumptions came from and why certain decisions were taken. The business case 

we went through together with other colleagues from product management. The questions which we 

could not answer ourselves we asked again the consultancy [name omitted]. (Head of controlling, 

35:35). As in the business case to a large extend the financial elements and performance 

expectations of the Inno-Card were embodied, the application of this information took place mostly 

in the controlling department, where these information was used to integrate the Inno-Card in the 

financial reporting of the bank, and to identify performance metrics of the card. “We were 

concerned with how the card could be reported, controlled, and steered. This was, however not only 

a pure controlling topic, but it had to be clarified how it could be integrated in the systems.” (head 

of controlling, 017:017) 

 

As regards the application of the technical information from the card processor, here a more 

challenging situation was identified. As had been reported in prior chapters already, acquisition of 

technical information regarding the design and organization of internal routines and technology for 

the Inn-Card operations were hampered, due to incomplete information transfer caused by 

insufficient transformation activities. As a result, the application performed by the project members 

comprised errors and resulted in malfunctioning of the operating systems. “Due to implementation 

problems, it came to delays of two months. Well, originally, the project should have been 

introduced already in November 2008.” (Head of Division, 047:047) “We want to finalize the card 

project in May. We want to hand over everything into the departments and to define 
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responsibilities. At the moment it is the case that after the launch errors occur which have to be 

corrected first.” (Head of product management, 026:027).  “The project is not yet finished. The 

errors are still too big.” (Project leader, 012:012). In more detail, especially in the design of the IT-

systems errors occurred during application. “And now, from November 2008 until now, since the 

moment when the interfaces were built up, there came out data which you did not know and did not 

know where it came from, and then you became aware of the fact that there were large unknown 

processes left. After this unknown information has been sighted, you sit down together  to get an 

explanation from the card processor where it comes from and how it works.” (Project Leader, 3:7) 

 

All in all, the application of the externally sourced information was relatively obscured. By 

comparing the application of market and technological information to the development of the Inno-

Card, especially the technical knowledge absorption showed difficulties and was applied, in part 

wrongly which resulted in malfunctioning of different elements of the IT-infrastructure of the card. 

 

6.2.3 Dynamics of the Absorption Process 

When taking a closer look at how the absorption activities were performed over time, different 

patterns regarding market and technical absorption activities were identified. As regards the 

absorption of market information here a partially iterative process was observed. At the beginning, 

the contracted market research consultancy performed a market study in order to reveal customer 

preferences, market potential, and competitor’s alternative offerings. This early input was then 

subsequently applied in the design of the service concept. “Basically they were only involved in the 

pre-project, mostly because of political issues and because of know-how transfer in areas where 

this [expertise] was lacking. We do not have the expertise to identify, where a market between the 

boundaries of credit cards and consumer loans would exist.” (project leader, 14:15) 

 

After this first iteration of the absorption process, a second iteration was identified during the 

implementation phase. Here market information was again sourced from external sources, mostly 

from trusted employees of partner banks. These were handed preliminary versions of the Inno-Card 

in order to obtain feedback on the design of the card’s appearance, as well as the different service 

aspects and the therefore necessary processes. This influx of external market information helped the 

project members to refine the Inno-Card. “In May / June, the final concept was done. Then it went 

into pilot-phase, where employees of BankXY tested the card “in vivo”. This also comprised an 
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exchange of experiences how the card was perceived and what impression the testers had of the 

card.” (sales support expert, 037:038) 

 

In a different vein, the absorption of the in the business case embodied information on market 

potential and future market scenarios showed an incomplete iterations. Regarding the acquisition of 

external information, here several times new information was accessed from the external 

consultancy, as BankXY’s experts had difficulties to understand the initially received version of the 

business case. They needed to acquire subsequently additional information by inviting external 

consultants again to their department in order to have the business case explained by them. Yet, due 

to the fact that after they had received the business case they could not readily understand and apply 

it to the development, no complete iteration of the absorption was observed. Rather, only after for a 

second time information about the business case was acquired by inviting the consultants for a 

second time, the business case could be understood by the controlling experts and could 

subsequently be transformed and applied to the development activities. Hence, no multiple, but 

rather a single, quite obsctructed iteration of the absorption of external information was observed 

here. “We received the business case and then one employee worked on the business case. Then, 

however, questions arose concerning the calculation logic. Also questions arose where the 

assumptions came from and why certain decisions were taken. The business case we went through 

together with other colleagues from product management. The questions which we could not 

answer ourselves we asked again the consultancy [name omitted]. (Head of controlling, 35:35) 

(Head of controlling, 35:35) 

 

Finally, as regards iterations in the absorption of technical information, here, similar to the 

absorption of the business case, also incomplete absorption cycles were observed several times. At 

the beginning of the project, general management of BankXY engaged in acquiring information 

about the different procedures to be implemented within the bank. This information, was however, 

not correctly understood, as internal expert were not included in these meetings. Consequently, 

transformation of the externally acquired information as well as the application of the information 

could not be performed completely. “Also concerning the collaboration of the card processor 

[name changed] and BankXY [name changed], there it was that way that from my perspective there 

were too few workshops with them. People thought too early they would have understood. In 

addition the developer were not involved. It was more management talk. The technical area should 

have become involved much earlier” (project leader, 3:10) 
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Only later in the project, a complete absorption cycle was performed, when the internal IT-experts 

got involved in the information transfer between the card processor and BankXY. Here, the 

acquired information was understood and could be applied to development activities.“At the 

moment the developer have each week a telephone conference, where questions are being anserwed 

by experts from the card processor. Workshops are envisioned already since months, according to 

the developer, however, current ways of communication would be sufficient.  They know the contact 

person [at card processor] and whom they have to contact in the case of problems.” [project leader, 

3:10] 

 

All in all, while for pure customer research information, complete iterations of the absorption 

process were observed, in the other information absorption activities, the processes partially 

iterated, too, yet in an incomplete manner. This was, mostly, due to the fact that acquired 

information could either not be transformed correctly due to not existing internal expertise, or due 

to the fact that existing internal experts were not involved in these absorption activities. Hence, 

complete multiple iterations were not performed in the majority of information absorption activities 

in the Inno-Card project. 

 

As regards potential overlaps or parallel pursuits of single absorption phases, solely in the market-

information related absorption, parallel activities were observed. Through the more integrated 

approach to directly work with the external market research consultants, the different absorption 

activities seemed to overlap. This was furthermore facilitated through the local presence of the 

consultants for a longer period of time within the offices of the sales-support and marketing 

department of the bank. “There was an interface through which the consultants [name omitted] 

communicated with the project leader. The consultants did participate though in each Jour Fixe 

meeting. In the beginning, there were many workshops in which the consultancy [name omitted] 

participated. OW acquired often information from themselves [other consultants inside the same 

consultancy] and contributed to the workshops.” (sub-project leader sales, 12:28) Through this 

constant interaction between the external and internal experts, the internal staff responsible for the 

application of the external information in the conceptualization of the market entry and sales 

training, could resort to the external experts if priory sourced information did not suffice to 

accomplish a task. Hence, during the application of the market information, in parallel, novel 

information was acquired through the proximity of the external experts. 
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Within the other information absorption processes, no such parallelism of absorption phases was 

observed. As regards the business case, due to the incomplete understanding of the received 

business case information, no application in the service development was performed, but after 

certain details could even after in-depth analysis not be understood, consultants were again invited 

to BankXY’s controlling department, in order to acquire additional information and to receive 

support in transforming the business case information into information applicable by BankXY’s 

internal experts. In particular, during the absorption of technical information related to the IT- and 

process-architecture for the Inno-Card, a lack of overlap between information acquisition and 

information application was identified. As in the beginning no IT-experts were involved in the 

meetings with the card processor, the acquired information was not immediately applied to the 

service development, as the IT experts needed to be informed subsequently from by the project 

leader and general management. As has been mentioned already, this incomplete absorption led to 

misspecifications of the IT-systems and processes. Only later in the project, direct communication 

between the internal IT-experts of BankXY and the external card processor was established. In this 

late phase, some overlap among the absorption phases such as acquisition and application could be 

realized, yet the initial lack and the from there resulting errors could not be compensated by this, as 

at the time of data collection, still the initially made errors impacted on the overall performance of 

the service.  

 

In line with the reduced levels of dynamism of the absorption processes, also the overlap of the 

market and technical absorption process was flawed. In general, such overlap or interaction between 

those internal staff responsible for market and technical information absorption was lacking and 

hence could not be identified in the analyzed data. This became most evindent in the timely 

separation of the market research and technical realization phases of the project. While the market 

research company was most active in the “pre-phase” of the project, the technical absorption took 

place much later in the end phases of the project. Besides, in the early phases of the project, where 

market information was gathered via a contract with a market research consultancy, communication 

between the bank and the consultancy was very limited. This indicates the lack of inter-

connectedness of the market and technical absorption process. “ Then [consultancy] collected 

information from us, but that happened relatively isolated. From time to time they wanted to get 

information about specific issues. At a certain point in time I wrote them an email that I would be 

irritated about their information-gathering strategy.” (Head of controlling, 11:12) 
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6.2.4 ACAP and the Innovation Process 

At BankXY no formal development process was in place. Due to the rather nascent maturity of the 

development activities of the bank, no such institutionalized routine was defined yet. Development 

rather followed rather generic development stages of initial analysis, further detailing of the service 

concept, development of the routines and IT-infrastructure, and launch related marketing and 

training. 

 

Regarding the interplay of this generic development process with the ACAP process, a rather 

different picture emerged than was observed in the other cases. While at BankPro and BBVA a 

synchronized, nearly parallel, pursuit of the ACAP and development processes was observed, at 

BankXY these processes were not perfectly aligned. This became evident in the misaligned 

acquisition of external information and the design and analysis phase. Acquisition of relevant 

external information was performed only later in the project when awareness emerged that 

insufficient levels of learning about the needed technological foundation of the new services had 

taken place. “Also concerning the collaboration of the card processor [name changed] and BankXY 

[name changed], there it was that way that from my perspective there were too few workshops with 

them. People thought too early they would have understood. In addition the developer were not 

involved. It was more management talk. The technical area should have become involved much 

earlier” (project leader, 3:10) This misalignment resulted in the already mentioned delay of the 

project and the considerable re-work of the established routines. The following exhibit visualizes 

this observation. 
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Exhibit 64: ACAP and the Innovation Process (BankXY) 
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6.3 Facilitators and Inhibitors of the Absorption Process 

6.3.1 Mindset 

As was reported in the description of the absorption process already, no sufficient transformation 

activity regarding the external knowledge and/or the internal knowledge base were observed. This 

was observed to stem from a lack of alertness or consciousness about the degree of newness of the 

needed external information. In contrast, external information was taken as common knowledge 

which would be understandable to the internal project members. Yet, data suggests that the non-

transformation of BankXY’s knowledge bases hampered external learning and subsequently led to 

considerable barriers in the development of the credit card.  

 

Data from multiple interviews indicates that several experts at BankXY tried to view the new 

product and the external information gathered through the lens of their existing service offering. In 

more detail, project members implicitly defined the new credit card and the accompanying loans 

offering as identical to their existing loan concepts, and viewed the credit card and its inherent 

processes through their general understanding of credit cards, resulting in the fact that important 

questions and inquiries directed at the external credit card processor were not posed. “The key 

aspect of this [card processing] was, people thought, it can’t be so difficult. What fascinated me 

was the network operating in the credit card business…..you think of it as being so simple….” 

[project leader, 41:42) People here thought, with the credit card we would simply open up a new 

sales channel for our credit offering [name changed]. So people thought, credit we can do, the card 

the card processor can do. There everyone thought that is no problem. But it was a fallacy. The 

credit card process is much more sophisticated…” (project leader, 3:5) 

 

Especially the fact that project members and broader staff at BankXY did not try to increase their 

level of expertise with regard to the functioning of credit cards hampered had considerable 

consequences. This became evident in the fact that lack of internal expertise due to the failure of 

broadening and hence transforming the current knowledge base led to reduced communication with 

the partner on credit card processing  “Also concerning the collaboration of the card processor 

[name changed] and BankXY [name changed], there it was that way that from my perspective there 

were too few workshops with them. People thought too early they would have understood. In 

addition the developer were not involved. It was more management talk. The technical area should 

have become involved much earlier” (project leader, 3:10) 
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Another indication for the lack of motivation to increase internal knowledge about credit card 

functioning constituted the reliance of project members on the mother organisation of BankXY 

which was highly familiar with credit card business for several years already “The [parent 

organization] contributed the Know-How concerning the credit card business and CardProcessor 

[name changed] contributed the Know-How about the technical processing- And we contributed the 

product…” [divisional manager, 9:22] 

 

In sum, the lack of openness of BankXY’s project members to learn about credit card business and 

hence the lack of transformation of the internal knowledge base in order to better understand 

external information resulted in considerable consequences for the overall performance of the 

development project. “People noticed, that this project could not be performed in the defined time 

frame, because people acted on the assumption of only standard processes” (project manager, 7:12) 

The head of product management argued:  “People were not conscious direct from the beginning, 

what it means regarding complexity, what it means to introduce such a product. That does not only 

concern marketing, but also the operative processes, which exist in relation with the card. It is 

totally different from the deferred payment credit. Everything had to be done new, from sales how 

the credit is being granted, to how that is being connected to the processes. Also the exchange 

between the processes of the bank and the card processor they all run totally different and have to 

be created. Maybe this was a little bit underestimated.” (product management department head, 

18:24)  

 

Finally, as was identified during the analysis of the interviews, some organization members did not 

support to use information created by external partners, as the conviction existed that internal 

departments could have performed the creation of such information and data to a more satisfying 

degree, which indicated a relative reservation towards the expected quality of externally sourced 

information. “I am not a friend of giving Business Cases outside. There were had already priory 

several problems, it was done, however, again this way.” (Head of Department, 31:32) 

 

6.3.2 Social Integration Mechanisms 

Due to the firm size of BankXY, all departments were located at the headquarter office in the same 

city. Due to only 400 employees working in non-sales related areas, people in related areas tended 

to know each other and met each other frequently in social areas such as in a jointly used cafeteria. 
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Due to this proximity, and the resulting frequent contact of people inside the bank, the sharing of 

information was facilitated.  

 

In addition to this, also a kick-off presentation followed by regular status meetings was held. Here 

project members were updated according to the latest information relevant to the project. “There 

existed Kick-Off presentations, workshops and jour fixes. There the new ideas are being presented. 

All are being updated on the latest status. So that all can work on the same basis.” (Lawyer, 

079:080).  

 

Yet, although frequent meetings were pursuit, not all potentially important departments were 

involved in these meetings. Certain specialized departments such as controlling, law, or IT were 

only being involved in the project, when concrete tasks were coming closer. For example, the head 

of controlling stated: “We were not involved in every step. For example in the topic of processing, 

there we were not involved. That was not relevant. It is also the case that some tasks, which we are 

doing, are irrelevant for the others and those are then not involved in this.” (Head of Controlling, 

009:010) Further the head of controlling added: “The biggest challenge was to find the right mix of 

collaboration, monitoring, and involvement in the different project phases. We were not always 

involved. Here it was also important to not forget about the project.” (Head of controlling, 078:079) 

 

This resulted several times in problematic situations, as problems in the specification and design of 

the Inno-Card were spotted very late, causing delays of the overall service development. “Here 

problems. We missed out that we could not treat the Inno-Card’s loan like [our classic loan type]. 

And there we got into time constraints, because IT was getting involved too late.” (Project leader, 

042:042) 

 

In a similar vein, a lack of involvement of the legal department led to delays in the design of the 

documents needed for the service delivery of the Inno-Card. Due to the fact that the legal 

department was not involved over the whole development process, but only when concrete demand 

for their expertise existed, communication took place. For example, the project leader indicated that 

the service-concept was passed at a certain moment in the project to the legal department in order to 

provide the legal experts with a basis for their upcoming task to design the sales documents. Prior to 

the concrete request, the legal department was not involved in the development project: “In the pre-

phase we were not invlolved. Actually we had first contact in mid 2008. There we had first contact 

with the project.” (Lawyer, 088:088)  
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Once the legal department had analyzed the service concept, it became clear relatively quickly that 

the envisaged basis for the Inno-Card’s loan element could not be the already existing loan-type of 

BankXY, but that a different legal type of loan would have to be combined with the credit card. 

This resulted in sudden changes of the service concept and lead to additional work-load of other 

project members and external partners. “The lawyers knew as the very first that it was a completely 

different product than everyone had originally thought. The problem was that they first had to learn 

what the product was all about. The service concept was simply forwarded to the legal department. 

And then it was the case that the lawyer asked questions, yet did not ask the right questions. Nobody 

knew what the other would know.” (Project leader, 071:071)  

 

All in all, basic knowledge integration mechanisms existed within BankXY. Yet, although such 

mechanisms were present e.g. due to the centralized headquarter, and the regular status-meetings, 

sharing of information did not take place in an optimal way. Even more problematic, several times a 

lack of information sharing led to considerable extra-work and delays in the overall development 

time. This lack of sharing was found to be related to the only occasional involvement of important 

experts in the project. Often, only when concrete tasks had to be handed over to other departments, 

information exchange took place. If these experts had been informed about the progress of the 

project in more detail, the application of external information to the service development would 

have been less flawed. Hence, although basic knowledge integration mechanisms were put in place 

via classic project management approaches such as status-meetings, the design of these sharing 

mechanisms seemed not appropriate as important experts did not receive early enough important 

information. Due to this, the existing knowledge integration mechanisms did not lead to a sufficient 

degree of knowledge sharing.  

 

6.3.3 Network 

Partner Organizations 

In the Inno-Card project, two external partner organizations were involved. The first external expert 

firm served as the main source of information for the technical realization of the Inno-Card. “The 

CardProcessor [name changed] contributed the Know-How about the technical processing…” 

[divisional manager, 9:22]  
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This expert organization informed key personnel about the necessary procedures and the needed 

technology in order to realize the credit card based innovation. Although the card processor was not 

priory known by the bank, a long-standing relationship existed for many years with BankXY’s 

parent organization. The parent organization at times made also use of the expertise residing within 

the card processor firm. It may be argued that due to this long-standing collaboration, the quality of 

the relationship between BankXY and the expert firm was high. Indeed, no evidence was identified 

which could have indicated any difficulties regarding the way of working together between these 

firms. As was mentioned elsewhere already, the difficulties in understanding the technical 

information and the problems in applying these correctly inside BankXY were rather caused by 

BankXY’s management of the information exchange and hence did not result from any kind of 

relational barriers between the two firms. “Also concerning the collaboration of the card processor 

[name changed] and BankXY [name changed], there it was that way that from my perspective there 

were too few workshops with them. People thought too early they would have understood. In 

addition the developers were not involved. It was more management talk. The technical area should 

have become involved much earlier” (project leader, 3:10) 

 

As regards market related information, another external company was contracted. BankXY chose a 

well know consultancy which was widely recognized for its expertise in retail banking, and, more 

precisely in the credit card business. This expert organization collaborated with BankXY on the 

identification of important features of a credit-card based service as well concerning a potential 

positioning of the new service among other already existing credit card based service offerings. The 

relationship between the bank and the external consultancy was described as having been very 

good. Internal experts who collaborated directly and over the whole project with this expert firm 

reported a high quality of the working relationship. Furthermore, it was reported that the external 

consultancy was highly interested in the project also because it regarded the innovation as an 

important opportunity to enrich its expertise in novel credit card based service offerings. This high 

quality relationship was further facilitated through past projects of the consultancy with BankXY’s 

mother organizations. “In addition [to the card processor] we involved a consultancy, ConsultCo 

[name changed]. We had them for the market research area. But not only. Their second task was 

political, as a political instrument. They also had very good contacts to our parent organizations 

[name changed]. (Head of division, 23:23) 

 

All in all, both organizations which were contracted for the Inno-Card project were vital for the 

development of the Inno-Card. Without the card-processor, no internal operations could have been 
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installed, while without the market research consultancy, no adequate set of features could have 

become identified in order to fulfill client’s expectations and to position the service in the market 

for credit-card based service offerings. In addition, good working relationships supported the 

absorption of information in both cases. This quality of the relationship with both partners 

originated from the fact that BankXY’s mother organization maintained relationships with the 

partners regarding prior collaborations. “They [consultancy] also had very good contacts to 

[mother organization].” [divisional head, 022:023] 

 

Parent Organization 

The parent organization of BankXY supported the management in identifying an appropriate 

technology partner for the development of the Inno-Card. BankXY took advantage of an ongoing 

relationship of its parent organization with a specialized organization for credit card handling.  

 

In addition, the parent organization supported BankXY in acquiring information related to the 

marketing of the Inno-Card innovation. Here ongoing relationships with a market research company 

were used in order to obtain support in the development of a marketing concept for the new service. 

Further, BankXY’s parent organization supported the bank in certain legal areas. Here, the bank 

could benefit from already existing legal documents which needed to be integrated in the contract-

design for the new financial service. This transfer of “ready-to-use” information facilitated 

particularly the legal department’s work load.  

 

6.3.4 Power Relationships 

Power relationships, i.e. relationships that involve the use of power and other resources by an actor 

to obtain his or her preferred goal” (Pfeffer, 1981) were identified as influencing the absorption 

process in certain ways. At first, top management within BankXY legimitated the Inno-Card project 

and prioritized it among a series of strategic initiatives. Through this priority, internal resources 

could be dedicated to the acquisition of external information, e.g. through the contracting of 

specialized external partners. “We also had the necessary reources for this. That starts with the [IT] 

developer and ends with marketing planning. The topic [the project] was positioned correctly.” 

(Head of product management, 033:034) 

 

Also internal resources needed for the transformation and application of the externally sourced 

information could be accessed with more ease. Hence, top management influenced on what kind of 
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potential product extension the bank would concentrate in the future and, consequently initiated the 

search for the needed external know-how.  

 

6.3.5 Cross-Boundary Expertise 

It crystallized in interviews that organization’ members which were involved in the development 

project, had sometimes created a focus on specific expertise areas and did not show certain degrees 

of understanding of relevant other expertise areas. For example, although in the development of 

financial services, legal issues are most often highly relevant for many areas of the new service, 

here a lack of overlap of legal expertise among the project members was observed.  

 

As the analysis of the interviews indicated, this lack of expertise-overlap may have induced 

unawareness of underlying legal challenges embodied in the basic service idea. General 

management and project leader designed a combination of a credit card with a type of end-

consumer loan, which, legally, could not become combined in the way as it was envisaged. A basic 

awareness of the importance of a legal analysis in an early stage of the project could have helped to 

get the legal department involved earlier which could have identified the mis-specification of the 

from customers preferred combination of the credit card and loan type.  

 

Support for this tentative finding could be identified in the relative newness of development 

activities inside BankXY. As was indicated elsewhere already, the bank had a strong focus on end 

consumer loans, and did not develop new services on a frequent basis. Due to this, departments 

inside the bank had no need to collaborate in the past in relation to new service development related 

topics. This may have limited the cross-fertilization of expertise among different departments and 

hence may have reduced the breadth of expertise of in development activities involved 

organization’ members.  

 

6.3.6 Prior Knowledge 

At BankXY only some prior knowledge was identified as being helpful to the development of the 

Inno-Card. As was mentioned already elsewhere, BankXY was not experienced in handling 

financial services such as credit cards, yet was knowledgeable about end-consumer loans. This 

basic experience with this specific type of financial service was, however not helpful in order to 

acquire, transform, and apply external information about the internal operation of credit cards. The 
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bank needed to resort to its mother organization in order to identify a suitable external expert 

organization for the implementation of this basic element of the Inno-Card innovation and 

subsequently had to rely mainly on the information influx of the external expert firm.  

 

Due to this lack of prior expertise, also problematic decisions were taken, which, were grounded in 

a lack of basic understanding of the basic technical elements used in credit card operations. “The 

most serious wrong decision concerned the way the data between the card processor [name 

changed] and BankXY would be exchanged. There exist different possibilities. … The card 

processor simply said the system would be too expensive to install in-house, because the card 

processor was assuming too low quantities. The consequence of this was that we had to hand over 

many things to the card processor which we could have done by ourselves. …. This would have 

been expensive in the beginning, but we would not have faced these problems any more. … In this 

case it happened because BankXY was too inexperienced with the concept and the card processor 

did not understand the concept correctly.” (Project Leader, 031:033) 

 

In addition to the lack of prior knowledge about the credit card operations, also the expertise related 

to the marketing and positioning of the credit card in the market was missing. “In general it can be 

said that it was difficult to contribute with our experience to the project. Neither did we know 

exactly how the product would work.” (Marketing expert, 063:063)Due to this, the bank had to rely 

on an external market research organization and could not benefit from prior experience in order to 

apply the gained market insight to the service development more easily. We do not have the 

expertise to identify, where a market between the boundaries of credit cards and consumer loans 

would exist.” (project leader, 15:15) 

 

Finally, due to the fact that at BankXY service development was not performed on a frequent basis, 

expertise in the routines to develop new service was lacking which made it more difficult to know 

which in-house expertise was available and needed for certain development tasks. “People were not 

conscious direct from the beginning, what it means regarding complexity, what it means to 

introduce such a product. That does not only concern marketing, but also the operative processes, 

which exist in relation with the card. It is totally different from the deferred payment credit. 

Everything had to be done new, from sales how the credit is being granted, to how that is being 

connected to the processes. Also the exchange between the processes of the bank and the card 

processor they all run totally different and have to be created. Maybe this was a little bit 

underestimated.” (product management department head, 18:24) In addition, this became evident 
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especially in unawareness to involve certain expert departments early in the development process or 

to maintain strong interaction between the different departments involved in the service 

development. “The technical area should have become involved much earlier” (project leader, 

3:10) 

 

All in all, prior knowledge most often was not available in order to better identify, acquire and 

apply externally sourced information. In fact, due to the lack of prior expertise in credit card 

business, important technical opportunities were missed out and caused additional costs and time 

investments. Also the lack of procedural experience related to the basic service development 

process may have inhibited a more appropriate collaboration between the different departments.  

 

6.3.7 Firm Size 

Due to the relatively small firm size of BankXY, resources for investing in different expertise areas 

were limited. This scarcity of resources was due to the fact that this medium sized bank did not 

have departments or experts in place which would have been exclusively dedicated to service 

development projects. All experts collaborating in the Inno-Card project were affiliated to regular 

departments, involved in daily operations of the bank. For example, the project leader originated 

from the product management department, also dedicated to the maintenance of the existing product 

portfolio of BankXY. While in other banks at least the project leader positions were 

institutionalized as full-time positions in order to constantly have resources available to pursue 

service development, at BankXY no such specialized positions existed. “The project was located 

within the product management department. In addition sub-projects existed” (Divisional head, 

067:068)  

 

This lack of concentration of development expertise in specialized positions or departments may 

have reduced the overall ability to identify and apply relevant information outside the firm, as no in-

depth expertise in service development was created inside the bank, as service development was 

needed only infrequently inside the bank, due to the bank’s niche-orientation which again may have 

been due to the rather small size of the bank.  

 

Yet, while there existed a  lack of specialized product development experts, the limited size of 

BankXY was not identified as inhibiting the absorption activities of the bank to a large degree when 

looking at the overall innovation development activities. Rather, project members generally 
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reported a strong commitment of the bank to the project, resulting in the dedication of considerable 

resources to the project. On the one hand this became evident in the statements about the sufficient 

availability of resources for the project: “We also had the necessary reources for this. That starts 

with the [IT] developer and ends with marketing planning. The topic [here the project] was 

positioned correctly.” (Head of product management, 033:034) On the other hand through 

comments of some project members that they would have had the capacity to perform more tasks in 

the projects, if this would have been permitted by senior management. “In this phase [of the 

business case development] we would have liked being involved more intensively. There many open 

questions remained.” (Head of Controlling, 30:31) 

 

On the other hand, the small firm size allowed BankXY’s employees to implement the novel 

insights in a relatively efficient way: “The chairman of the board always says to us divisional 

managers, that we have to be the entrepreneurs in the organizations. If Mr. X (Project Leader) says 

we have a real problem, then I directly go to the chairman. There the decision making routines are 

short.” (Divisional manager, 072:072) 

 

Hence, all in all, the size of the organization inhibited to some extend the expertise of the bank in 

development of new services, as due to the limited size of the bank a niche-orientation existed 

which did not necessitate the constant development of completely new services. Yet, on the other 

hand no strong limitations in the absorption of external information could be identified when 

looking at the available resources for the project. Here, even more involvement of internal experts 

in the absorption of external information would have been possible. Further, the relatively small 

size of BankXY allowed for a rather efficient implementation of the findings which facilitated the 

application of the acquired technical and market information. 

 

6.3.8 Characteristics of External Information 

As regards the characteristic of the sourced external information, here its complexity, meaning 

whether it consisted out of many different interwoven elements,
13

 and its degree of ambiguity, i.e. 

the possibility of interpreting an expression in two or more distinct ways,
14

 was of focal interest. As 

                                                 

13
 (the term Complex implies a combination of many associated parts, The American Heritage® Dictionary of the 

English Language, Fourth Edition copyright ©2000 by Houghton Mifflin Company. Updated in 2009. Published by 

Houghton Mifflin Company.) 
14

 (Collins English Dictionary – Complete and Unabridged 6th Edition 2003. © William Collins Sons & Co. Ltd 1979, 

1986 © HarperCollins Publishers 1991, 1994, 1998, 2000, 2003).  
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regards the complexity of the sourced information, here certain degree of complexity was observed 

for both market and technical information.  

 

The technical information about how to internally operate certain parts of a credit card was complex 

in nature, as the information was embodied to a considerable extent in information how to organize 

internal tasks and routines and how to support these activities with the necessary IT-infrastructure. 

An indicator for the complexity of the technical information constituted the difficulty of the 

organization’s members to fully understand the acquired information, which resulted in incorrect 

application of the technical information inside the organization. “People were not conscious direct 

from the beginning, what it means regarding complexity, what it means to introduce such a product. 

That does not only concern marketing, but also the operative processes, which exist in relation with 

the card. It is totally different from the deferred payment credit. Everything had to be done new, 

from sales how the credit is being granted, to how that is being connected to the processes. Also the 

exchange between the processes of the bank and the card processor they all run totally different and 

have to be created. Maybe this was a little bit underestimated.” (product management department 

head, 18:24)  People here thought, with the credit card we would simply open up a new sales 

channel for our credit offering [name changed]. So people thought, credit we can do, the card the 

card processor can do. There everyone thought that is no problem. But it was a fallacy. The credit 

card process is much more sophisticated…” (project leader, 3:5) Hence, regarding the technical 

information, a considerable degree of complexity was identified to be embodied.  

 

In addition, the market related information likewise was characterized by certain degrees of 

complexity. The sourced information could not be readily understood by the bank’s marketing 

experts but needed explanation by the external market research consultancy. The information 

consisted out of many different parts as for example a business case document was delivered which 

comprised both quantitative and qualitative information about the market potential, competitors, 

and different potential features of the later Inno-Card. “Basically they were only involved in the pre-

project, mostly because of political issues and because of know-how transfer in areas where this 

[expertise] was lacking. We do not have the expertise to identify, where a market between the 

boundaries of credit cards and consumer loans would exist.” (project leader, 14:15) 
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Hence, considerable degrees of complexity of information were identified in both the acquired 

market and technical information. Yet, as regards potential ambiguity of the external information, 

here no such high levels were identified. The technical information was only new to BankXY but 

was applied many times by the external card processor in other contexts. It consisted out of clear 

elements which had to be put in place in order to successfully install and operate information 

technology. In a similar way, the market related information comprised information about basic 

market aspects, which were presented with clear recommendation of how to interpret this 

information by the external research consultancy. Interviews indicated that these interpretations of 

the consultancy were accepted by the bank’s project members and were subsequently applied to the 

service development. Hence both the technical and market related information did not show very 

high degrees of ambiguity.  

 

6.3.9 Intellectual Property Rights 

The lack of protection possibilities for financial services and their underlying ideas and service 

concept was identified as an inhibiting element in the absorption of external knowledge and 

subsequently for the development of the Inno-Card. „The danger [of imitation] always exists, as the 

product is not protected. …. That can be copied for sure. There we have to develop new things 

already today in order to compensate potential imitations.” (Head of product management, 

005:005) 

 

Due to this, only semi-official pre-markt tests were conducted in order to learn from external 

customer feedback. To a large extend employees’ family and friends as well as trusted members of 

partner banks were asked to use the Inno-Card in daily life and to try to administer the card via the 

offered interaction channels with the bank. This feedback mechanism was constraint due to the fact 

that no unknown customers without any former relationship to the bank could test the card. This 

could have led to additional insights, potentially unbiased due to personal affiliations to the 

innovator’s employees. “In October 2008 we entered then the phase of Family & Friends. This 

means that we asked employees from the shops to test the Inno-Card. These did and still do this and 

test all kinds of different application possibilities.” (Divisional Head, 048:049) 

 

This approach to involve merely trusted testers in the evaluation of the Inno-Card could have been 

due to the above stated awareness within the bank, that the underlying concept of the Inno-Card 

could be imitated by the banks competitors. This potential threat may have induced the decision to 
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try to control who would get to know the card’s concept prior to the market launch, in order to not 

lose the time-advantages. Especially time advantages, or lead time, were mentioned by interviewees 

as a crucial lever for benefitting from a newly introduced service concept, despite competitors’ 

imitation activities. Through making the service concept available to potential competitors via open 

pre-market testing would have potentially shortened the lead time of the innovation in the market 

and would have subsequently reduced the benefits the bank could have gained with the innovation. 

„The others cannot copy it that fast. We needed one year to accomplish the project, but when they 

get it done in a while, too, then we have already a new product.” (Head of product management, 

007:008) Hence, the lack of protection mechanisms reduced the absorption of external market 

knowledge.  

 

For the technical information absorption, no direct negative influence was observed. Here, BankXY 

could benefit from the fact that the procedures and activities necessary to operate a credit card could 

not be protected by the bank’s competitors. Hence the service concept for credit cards was freely 

available and applicable to the bank.  

 

6.4 Summary of Findings: BankXY 

As regards the Inno-Card project at BankXY, here much variation in the absorption activities and 

the factors supporting or inhibiting external learning has been identified. As was described earlier, 

BankXY’s development project faced considerable difficulties and market launch was delayed 

substantively. In addition, while market performance could not be assessed due to the recent launch 

date, shortly after the market launch, internal performance expectations had been higher than was 

achieved in reality. Thereby, this innovation was identified as comprising substantial amounts of 

novel elements to the bank and the market. In all three service dimensions, i.e. technical 

characteristics, provider competences, and client competences, substantial novelty was identified. 

Also external experts created a new subgroup for this card as it did not match with the already 

existing credit-card variants.  
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Exhibit 65: Degree of Newness & Performance Inno-Card 

 

 

6.4.1 Inno-Card: The Absorption Process 

As had been identified in the analysis section, reasons for the delays of the project were found to be 

rooted in an insufficient absorption of especially technical information. This was also reflected in 

the process phases which comprised the recognition of the value phase, the acquisition, and the 

application of the technical information. Hence transformation activities were lacking in these 

external learning activities. Similarly to a shortened absorption process, iterations neither were 

performed completely, as due to the lack of transformation activities, application could not be 

performed correctly and only in late phases of the project a complete absorption could be performed 

for the technical information. Neither could overlaps of single phases be observed in the technical 

absorption. Similar to the technical absorption, in the market related absorption external information 

was also absorbed according to a three fold process, including the recognition of the value, the 
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acquisition, and application of the information. Neither transformation of the internal knowledge 

nor transformation of the external information was present to a sufficient extent. Iterations of the 

process could be observed only with regard to customer inquiries, other market absorption activities 

were not repeated. Parallelism of stages neither was identified to having been present. Hence 

overall, both processes showed similar patterns as depicted in the following figure: 

 

 

Exhibit 66: Absorption Process Technical & Market Information Inno-Card 

 

Regarding the relation of the ACAP process with the general innovation process also different 

findings than in the other case study have been made. The ACAP process lagged behind the general 

innovation activities. Relevant technical information was sourced too late and caused flaws in the 

design of the service concept and the necessary technical infrastructure. In addition, no considerable 

iterations were observed for the ACAP or the general innovation process. Both unfolded in a rather 

linear fashion, except for some market related information which was sourced at the end of the 

project again. This pattern of the relation of the ACAP process with the general innovation process 

is visualized in the subsequence exhibit. 
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Exhibit 67: ACAP and the Innovation Process (BankXY) 

 

6.4.2 Inno-Card: Facilitators and Inhibitors 

Also several facilitators and inhibitors for the absorption of different information for the Inno-Card 

project were identified.  

 

Internal power relations played an important role in order and facilitated to focus the internal 

resources towards recognizing, acquiring, and applying external information within the radical 

innovation activities. Cross boundary expertise among project members from different 

departments lacked particularly with regard to the understanding of legal aspects. This gap in 

understanding the different expertise areas needed to develop the new Inno-Card service inhibited 

the absorption of external information as inadequate technical information was sourced.  

Such lack of cross-boundary expertise could have been caused to a certain degree by the equally 

low degrees of social integration mechanisms at BankXY. Important experts inside the bank were 

informed very late about the detailed activities in the Inno-Card project which hampered 

particularly the transformation of the externally sourced technical information. Gaps in prior 

knowledge also inhibited at BankXY the absorption of external information. In more detail, 

particularly the lack of service development expertise and lack of knowing about potential card-
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customers and -markets inhibited the absorption activities, as future information needs were not 

anticipated.  

 

Notwithstanding the inhibiting effect of the above factors, the absorption activities benefitted from 

the long-term relationship with the external network and particularly with the card-processing 

firm. The nature of the externally sourced information acted both as a facilitator and inhibitor for 

the absorption activities. To start with the facilitating effect, here relatively low levels of ambiguity 

of the externally soured information supported the ease with which such information could be 

absorbed by BankXY’s internal experts. Further, complexity of the external information did not 

affect the absortion activities considerably, as internal experts were used to deal with complex 

information. Yet, the implicit nature of much externally sourced technical information demanded 

extra work-steps, as such information could not be readily applied in the service development 

activities.  

 

One of the most visible inhibitors of the successfully absorption of external information, which 

subsequently hampered overall service development, constituted the lack of project members’ and 

managers’ mindset for change, or in other words, their awareness that the Inno-Card project would 

constitute a radical project, which reduced the willingness of organization’ members to learn from 

the externally available knowledge.  

 

While the lack of awareness of the degree of newness of the Inn-Card inhibited the absorption of 

external information, the relatively small firm size of the BankXY both facilitated and inhibited 

absorption. Particularly in the phase recognition, acquisition, and transformation the small firm size 

was observed to act as an inhibiting force as due to this, internal resources and amount of internal 

expertise was reduced. However, once external information was acquired and transformed, its 

application was rather facilitated by the small firm size. This was observd to having been due to the 

reduced amount of internal infrastructure, and the reduced amount of people affected by the novel 

knowledge.  

 

Finally, the lack of protection mechanisms in the service sector partially inhibited the absorption 

of external market information. In more detail, BankXY’s management did not engage in a wide 

pre-market test of its novel Inno-Card service, partially due to the fact that once the service would 

be open to a wide array of external people, its novel aspects potentially could lurk out to BankXY’s 

competitors which could reduce the overall profitability of the service due to timely imitation. 
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Hence several factors inhibited the absorption of external information, while some others acted 

rather as facilitators. While BankXY’s basic absorption process was flawed already with regard to 

the incomplete process-stages and the reduced iterations, the partially inhibiting context in which 

the absorption was conducted aggravated the situation for the bank further. The following table 

summarizes the influence of the different factors observed. 
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Nature of external 

knowledge

Mindset

Social Integration 

Mechanisms

Cross Boundary 

Expertise

Power Relations

Network of 

external partners

Firm Size

Intellectual 

Property Rights

Facilitator / 

Inhibitor

Prior Knowledge

Ambiguity (Multiple ways to 

interpret one information)

Complexity (multiple parts 

constitute one information)

Implicitness (information based in 

experience, not directly accessible)

Explicitness (plainly visible, 

codified in documents, data)

Appreciating external information

(in contrast to „not Invented here 

syndrome)

Being aware of the need to adapt

Structures supporting the sharing 

and interconnectedness of different 

internal expertise areas

Complementary functions within the 

organization ought to be 

intermeshed

redundancy in expertise 

Relationships involving the use of 

power and other resources by an 

actor to obtain his preferred goal

Overlap of internal expertise with 

partner’s expertise

Breadth of network

Quality of Relationship

Number of employees, 

market position in relation to 

competitors

Low degree of protection 

mechanisms available to shield 

service innovation from imitation

Characteristics

Breadth of prior knowledge

Know-How (experience)

Know-About (explicit knowledge)

Facilitating: Low degree of 

ambiguity

$o effect: Rel. High degrees of 

complexity

Inhibiting: Increased amount of 

Implicit external information

Inhibiting: Lack of awareness 

of novelty of new service 

reduced willingness to accept 

external information and 

reduced absorption quality 

Inhibiting: Very late 

communication with important 

internal experts caused 

incomplete absorption of 

technical information

Inhibiting: Little overlap of 

project members’ expertise 

which inhibited understanding 

and communication during 

absorption

Facilitating: Internal powerful 

actors freed up internal resources 

for the acqusition, 

transformation and application 

of external information

Facilitating: Quality of 

relationships allowed for more 

complete information access and 

understanding

Facilitating & Inhibiting:

Limited amount of available 

internal expertise & resources 

inhibited acquisition and 

transformation, while reduced 

complexity of routines 

facilitated application

Inhibiting: Service was 

(perceived) to be easy to imitate 

which caused restrictions in 

opening the innovation to 

customers especially regarding 

market tests 

Impact on absorption during 

Inno-Card

Inhibiting: Limited scope of 

prior „know about“ knowledge, 

limited service development 

„know how“ 

 

Table 14: Facilitators & Inhibitors BankXY 
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7 Cross Case Analyses 

In this section the findings from the three single cases are being grouped together and compared 

across each other in order to perform “pattern matching” with the goal, to increase the validity of 

the findings from the single cases (Yin, 2003).  

 

Firstly, the technical and subsequently the market related absorption processes are compared across 

cases and between successful and non-successful radical service innovation. In the different cases, 

the observed absorption activities were directed most of the time to both market and technical 

related information. While the market information frequently comprised information about 

customer preferences, competitors, and market analyses, absorption of technical information either 

concerned legal or technology-related information in order to design the infrastructure and 

information technology for the new service offerings. 

 

Secondly, the facilitators and inhibitors of the general absorption activities are compared across 

radical, incremental, successful and struggling cases. Thirdly, a brief comparison of the overall 

innovation portfolios of the three case organizations is performed. This last section focuses on the 

analysis of the strategies for successfully developing both incremental and radical innovations 

(Tushman & O’Reilly, 1996) and provides insights as to how the innovation strategies of the three 

organizations are characterised by an “Open Innovation” strategy (Chesbrough, 2006)  

 

7.1 Cross Analysis of the Absorption Process 

7.1.1 Technical Information: Successful Radical vs. Struggling Radical Projects 

In the two successful radical innovations “Wohnriester” and “Tucuentas”, a five stage process was 

observed. The absorption started with the recognition of the value of external information. This 

recognition was either facilitated through external players or internal staff identifying an 

opportunity. Hence, this first phase served as an initiating impulse for the organization to engage in 

further steps to acquire more information. In the here observed cases, the very first recognition of 

the value of external information was closely related to the initiation of the whole innovation 

project. In later phases typical instances of the recognition of the value phase constituted the 

conscious need for more information in areas in which insufficient information was available. After 

this first awareness of the need to look outside for technical information had been done, intensive 
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acquisition of technical information took place. Here, multiple sources of information were 

identified and used by internal experts of the banks. In both the Wohnriester and the Tucuentas 

project, the acquisition was often performed by specific departments, which had the necessary 

expertise in order to know where to look for the adequate information.  

 

After the technical information was acquired, the in the acquisition already involved internal experts 

continued to play an important role also in the subsequent stage of “transformation of the internal 

knowledge base”. The priory acquired information was of such a novel character in both radical 

projects that the internal experts could not understand the novel information to a full extend. More 

specifically, experts lacked sufficient know-how in these novel domains in order to competently 

translate the novel information to others, or to apply it to the service development by themselves. In 

consequence they started to either extend their knowledge base. In the case of the Wohnriester 

project, expertise about novel legal domains was added to the existing expertise sets, while in the 

Tucuentas project, particularly expertise about mathematical models for certain parts of the new 

service were added to the experts knowledge-base. Only with this basic transformation of the 

experts’ basic expertise sets, the complete understanding of the novel information became possible.  

 

In a fourth step, after experts had become knowledgeable about the new domains, the 

transformation of the externally sourced information was initiated. This fourth phase comprised in 

both successful radical projects the translation of the priory acquired information to other project 

members. In both successful cases, experts from other departments, or even the project leader, were 

not trained in understanding in-depth the consequences highly technological or legal information 

had for their service development project. Consequently, the experts had to transform the novel 

information in a way which allowed its application by other project members. Translation of the 

technical information was mostly performed both in documents and meetings. Further, such 

translation activities happened via a constant communication between the “translating” experts and 

the other project members. After the newly acquired information had been successfully transformed 

in order to become understandable by other project members, the last observed phase, i.e. the 

“application” phase, was initiated which comprised the use of this information in the development 

of the novel service.  

 

This five-fold process structure, in addition, was iterated several times during the development of 

the two successful projects. In more detail, information was recognized as being relevant, was then 

acquired, transformed and applied several times during the project. Related with this multiple 
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absorption activities was the observation that at times, certain absorption activities overlapped 

considerably. Especially, the acquisition of new information and the application of priory acquired 

information overlapped several times in both projects. This constant influx of new information 

demanded from both observed firms to design the new service in a flexible manner, meaning that 

the development of the new services was adept enough to incorporate new insights even in later 

phases of the development. At BankPro this was accomplished via the development of several 

alternatives in parallel. Although this implied that some work would have been obsolete at the end, 

as only one alternative would be included in the final service design, the service development could 

be adopted to new information even in later phases of the project. While in the tucuentas project not 

the same approach was chosen, the project team maintained close communication loops and 

concentrated on a modular development approach in order to remain adept to novel information 

influx during later phases of the project.  

 

Besides these challenges in the parallel pursuit of acquiring novel information and applying priory 

absorbed knowledge, this approach was identified as having been beneficial for the two 

development projects. The parallel absorption phases of acquisition and application helped to not 

delay the development and hence were positive especially with regard to the time to market of the 

projects. This became evident especially in the Wohnriester project, where a fixed deadline existed 

to which the project members had to adhere. In addition, in both projects latest changes in the 

market or technology contexts could be included in the final service for a longer period of time. In 

addition, due to the parallelism of information acquisition and application, project members in the 

need for new information could resort “in time” to members acquiring novel information in order to 

update them about their informational needs and hence to improve the relevance of the acquired 

information for the overall development project. 

 

In comparison to these two successful radical projects, in the example of a struggling radical 

development project, several stages of the in the other two cases identified process phases were 

missing. To start with, BankXY got aware of the value of external technical information and 

subsequently identified an external partner firm in order to access the needed information for the 

Inno-Card development. After this, the project team engaged in the acquisition of the needed 

information in order to later apply it in the development tasks. Yet, while experts from the external 

firm transferred the necessary information to BankXY, for a long period of time no internal IT 

experts got involved in these meetings. In fact in these meetings with the external experts only 

general managers were involved, which led to an incomplete understanding of the highly technical 
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relationships.Due to this, only little transformation activities could be identified. Without the 

internal IT-experts involved, the technical information was not fully understood and subsequently 

could not be applied to service development. Only towards the end of the project, internal IT-

experts got involved in the project, in order to gain better understanding on how to create the 

infrastructure for the Inno-Card. In consequence to this lack of transformation activities, the 

technical realization of the necessary infrastructure for the new service was obscured and resulted in 

a considerable delay of the market launch. In addition to the lack of transformation activities, no 

multiple, complete cycles of the technical absorption process had been observed, not to mention any 

parallelism of absorption phases. The following figure juxtaposes the three observed processes for 

technical information absorption. 

Absorption Processes for Technical Information

BankXY (InnoCard)

BBVA (Tucuentas)BankPRO (Wohnriester)

Recognizing the 

Value

Acquisition

Transformation 

of external 

information

Application

Transformation 

of internal 

expertise

Recognizing the 

Value
Acquisition Application

Absorption process:

technical information 

Recognizing the 

Value

Acquisition

Transformation 

of external 

information

Application

Transformation 

of internal 

expertise

Radical 

Innovation

Incremental 

Innovation

Radical 

Innovation

Incremental 

Innovation

Highly 

Successful

Not 

successful

Highly 

Successful

Not 

successful

 

Exhibit 68: Absorption Processes for Technical Information During Successful and Struggling Radical 

Innovation 

 

Hence, as the delay of the struggling case was identified as being linked to the lack of 

transformation activities, the process observed in the two successful cases has been identified being 
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a more adequate way to absorb external technical information. Also the dynamic pursuit of the 

absorption activities, meaning that novel information was being absorbed several times during 

service innovation, was identified as a facilitator for the two successful projects, while it was 

missing in the Inno-Card project. Finally, the parallelism of different absorption activities also 

helped in the two successful projects to speed up information acquisition and application. As a 

result, for the technical information, a five fold process including the stages recognition, 

acquisition, internal transformation, external transformation, and application were identified as 

adequate process phases. In addition, data suggests that this optimal five-fold process is being 

iterated during the pursuit of the innovation project with considerable overlap among these 

iterations in order to align information acquisition and application in an optimal way.  

 

7.1.2 Technical Information: Radical vs. Incremental Projects 

While until now only the radical service innovations were compared, in the following a comparison 

of absorption activities in radical and incremental projects follows. As had been presented in the 

above, the successful radical projects comprised an absorption process for technical information 

with five sub-phases which iterated in a partial parallel manner several times during the 

development process.  

 

As regards the technical absorption in incremental innovation projects, here, only in one of the two 

presented projects, sufficient amounts of technical information absorption was observed in order to 

analyze the process. This was due to the fact that in the eConta Premium project, technical 

realization was handed over to a full extend to an external supplier. However, in the Onlinebusiness 

project at BankPro, technical information absorption activities were observed.  

 

After BankPro had recognized the need to learn more about how to expand its online services to its 

client, internal experts engaged in learning about how such novel online features could be realized 

by taking into account the numerous regulations needed to consider for design and realization of 

online financial  services. Hence, after the recognizing of the value phase, organization members 

started to acquire detailed information for the realization of the project. Similar to the radical 

projects observed, also here internal experts needed to translate the acquired information to other 

project members in order to facilitate the subsequent application. Yet, because of the fact that the 

acquired information was not too distant from the expertise areas of the bank’s experts, no 



Cross Case Analysis 304

transformation of the internal knowledge base was observed to having taken place within the 

absorption activities.  

 

In addition, the absorption activities were present mostly at the very beginning of the project. It was 

identified that the search for external information relevant to the project was performed in a non-

iterative nature contrary to the radical projects. Rather, after external information had been acquired 

and transformed this was taken as the main basis for developing the service.  

 

This difference between the radical and incremental projects pertained to the difference in the 

nature of the externally sourced information. As no radically new elements for the service 

development needed to be considered, absorption was directed rather at long-standing and already 

existing facts, which existed already but were of no high relevance to BankPro prior to the project. 

Hence, the initially sourced information was sufficiently reliable and no updated information due to 

potential changes in the external regulations needed to be acquired during later phases of the 

project.  

 

All in all, major differences in the process between incremental and radical projects studied here 

became most visible in the less dynamic and more sequential flow of the process as well as the lack 

of internal transformation activities in order to understand the priory acquired information.  
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Exhibit 69: Absorption Processes for Technical Information During Successful Radical and Incremental 

Innovations 

7.1.3 Market Information: Successful Radical vs. Struggling Radical Projects 

Besides absorption of technical information, also market related information was absorbed during 

the different projects. Firstly, observed differences between successful and struggling radical cases 

shall be reported.  

 

In general, absorption patterns of the successful projects resembled many patterns which were 

reported already for the technical absorption process. After the need for novel external market 

information was recognized, e.g. with the help of constant market monitoring, novel information 

was acquired subsequently. The acquired market information concerned in the here observed cases 

information on both customer needs and preferences, as well as more general market information 

about competitor’s offerings and general development trends. In all observed cases, such acquired 

information was to a large extent of a quite sophisticated nature, as surveys of statistical analyses of 

the customers and markets were not directly applicable to the service development activities. 

Consequently, internal experts transformed the acquired market information and provided to other 
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project members summaries and explanations on the basis of the acquired information. Yet, 

although in the technical information absorption, internal experts needed to update their own 

expertise areas in order to understand the newly acquired information, in the market information 

absorption, this transformation was not observed. Data suggested that the acquired market 

information was of similar character as in prior market research activities, meaning that no new 

methodological expertise was necessary to understand the novel insights. Hence rather the content 

but not the nature of the external information was new to organizations. Due to this, existing 

expertise of the market research experts was sufficient to understand and translate the insights to 

other project members.  

 

Similar to the technical absorption, also market information was sourced several times during the 

projects and hence an iterative market absorption process was observed. In addition, at BBVA, the 

iterations of the market information absorption were of such a kind that some information was 

sourced in parallel to the application of priory sourced information. Due to this, changes in the 

external market situation could be incorporated on a more timely basis, and feedback between the 

experts acquiring information and those who applied priory sourced information was facilitated.  

 

In comparison to the process observed in the successful cases, within the struggling Inno-Card 

project, a reduced process was observed. The bank sourced information about customer preferences 

and market potential as well as potential marketing and positioning strategies of the Inno-Card in 

the form of a business case. All this information was sourced via an expert market research 

organization which was knowledgeable in the credit card market. Here, for two reasons, no  

transformation of the externally acquired market information was observed. Firstly, most of the 

interpretation and translation activities related to the customer preferences were performed outside 

the bank by the external consultants. These presented to the project members inside the bank their 

results of the market study. Due to this, no transformation was performed. Secondly, information 

embodied in the business case could not be transformed by the internal experts, as the internal 

experts lacked background information as to why the external consultants came to certain 

conclusions and market potential assessments. Caused by this lack of understanding, external 

consultants needed to be invited for an additional time in order to translate the in the business case 

embodied information to the project members at BankXY. 

 

Equally, only little iteration was observed. Regarding the absorption of customer preferences, here 

two iterations were observed, as at the beginning and at the end of the project customers were asked 
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to provide input to the service development. Yet, in the absorption of the market information 

embodied in the business case, no iteration was observed, as only one complete cycle was 

performed, after the consultants translated the business case information to the project members. 

After this, no additional information was sourced again regarding this. 

 

Hence major differences in the absorption process observed during the struggling and successful 

service innovation pertained to the transformation stage and the reduced iteration of the process 

over the project life span. As these differences paralleled those identified for the differences 

between successful and struggling radical innovation in the technical absorption, these two major 

process differences seems to be relevant to consider for radical innovation projects. The following 

figure shows the different market related absorption activities in the radical projects presented in 

this study: 

Absorption Processes for Market Information
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Exhibit 70: Absorption Processes for Market Information During Successful and Struggling Radical Innovation 
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7.1.4 Market Information: Radical vs. Incremental Projects 

While between successful and struggling projects the absorption process differed mostly in terms of 

the transformation phase and the process dynamics, in the comparison of successful radical and 

incremental market information absorption, a different picture emerged. Here similar processes 

were observed to having taken place, although the degree of newness differed considerably. In the 

two successful radical projects, as well as in the two observed successful incremental project, 

market information was absorbed according to a four fold process. While the recognition of the 

value of market information initiated the subsequent acquisition, in each process the acquired 

information was transformed and then applied to the service development. Also regarding the 

dynamics, all four observed processes iterated several times during service development. Only 

within BBVA’s tucuentas project these iterations were performed partially in parallel which 

resulted in an overlap of certain absorption phases. Also during the incremental projects, customer 

or market related information was updated via repetitions of the absorption process in order to be as 

close to the latest market changes of customer preferences as possible. 

 

It was further identified in all four projects that market related information absorption was firmly 

institutionalized in the two organizations. For example in the Wohnriester and the Onlinebusiness 

project, standardized market research studies were performed in order to reveal market potential, 

competitor behaviour and other information. Due to this, incremental and radical projects benefited 

to a similar extend from these institutionalized market information absorption routines. At BBVA, 

also here market research activities were performed on a highly professional level. Specialized 

departments took care in constantly conducting market research studies and to perform individual 

requests for innovation projects. Both Tucuentas and eConta Premium benefited to a certain extend 

from continuous market scanning and research activities from these departments.  

 

Hence, in both organizations, market research was a common and continuous activity which 

resulted in the fact that all innovation projects, regardless whether incremental or radical benefitted 

from a similar information absorption process. The following figure contains the four market 

information absorption processes for the different projects presented.  
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Absorption Processes for Market Information
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Exhibit 71: Absorption Processes for Market Information During Successful Radical and Incremental 

Innovations 
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7.1.5 Interplay Between Market and Technical Absorption Processes 

Besides the identified phases and the within-process dynamics of the absorption processes of 

market and technical information, during radical and incremental innovation, also “across-process” 

dynamics were observed which shall be compared in this section.  

 

In more detail, particularly in the radical projects, interactions between the absorption of market and 

technical information have been identified. It was observed that the absorption of market 

information benefitted from the availability of information about the latest technical options, 

relevant for the service development. With the support of this knowledge, market information could 

be sourced which took into consideration the latest technical options for the service design. Vice 

versa, market information supported the absorption of technical information, too. Here, rather 

information about the desires and familiarity of service clients in using online-technology supported 

project members in searching for adequate external information and the correct application of the 

already acquired technical information in the subsequent service development. Such interaction 

between market and technical absorption was highly present in the radical innovation projects. In 

the incremental projects, only in the Onlinebusiness project both absorption processes were present, 

yet in this single case, also some interactions were observed, although at a lower level. Yet, when 

juxtaposing the successful radical with the struggling radical projects, a lack of such interaction in 

the struggling “Inno-Card” project crystallized which provided insight into the potential benefits of 

such concurrent synchronization of the market and technical absorption processes. The following 

two exhibits provide an overview of these observed interactions. 
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Exhibit 72: Between-Process Interaction of Market and Technical Absorption During Radical and Incremental Innovation 
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Exhibit 73: Inter-Process Interaction of Market and Technical Absorption During Successful and Struggling Radical Innovation 
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7.1.6 ACAP and the Innovation Process 

As in the preceding sections, the ACAP process was compared across cases, in this section its 

relationship with the general innovation process is compared across the different innovation 

projects. To start with, the patterns of the innovation processes need to be analyzed first. Here, 

single case analyses revealed that different innovation processes were at work in the different case 

organizations. At BankPro, a six-stages development process was identified which was formally 

institutionalized within the organization. Further, at BBVA a similar innovation process was 

observed, which comprised overall eight different development phases. In contrast, at BankXY, no 

structured development process was defined or executed. Rather the development project observed 

at BankXY followed the basic tasks of common development projects, including idea phase, 

analysis, development and launch related activities. Hence, more or less defined innovation 

processes operated inside the three case organizations. In addition, these differed also when 

compared across incremental and radical projects. For the incremental projects, rather linear 

processes were identified. In contrast in the radical innovation project, more dynamic processes 

were observed which iterated several times. These iterations were observed to be due to fast 

changing market and technological contexts which necessitated the constant updating of the service 

concept and its infrastructure. Hence in the radical innovation projects, the innovation processes 

could be described as innovation cycles more appropriately. The following exhibit visualizes these 

process patterns. 
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Exhibit 74: Innovation Processes for Successful Radical and Incremental Innovation Projects 
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However, these cycling patterns of the innovation processes during radical innovation were only 

observed for the successful innovations. In the struggling case, such purposive iteration was not 

present. Project management at BankXY seemed to be not aware of such dynamic approaches to 

innovation. Rather, late changes to the service concept were made when implementation already 

started. Yet, these late changes were unanticipated and were rather forced to take place after errors 

in the original service design had been spotted, which were due to insufficient absorption of 

external information. Hence, no flexible iterative pattern was identified regarding the Inno-Card 

innovation project. Rather the process was envisaged to be performed in a linear fashion but due to 

insufficient absorption in earlier phases of the project, errors occurred which necessitated again to 

change the service concept very late in the project. In contrast, in the successful radical innovation 

projects, management was aware of the unstable external environment which led to a basic 

acceptance and awareness that changes could appear even when the service development would 

have been nearly finished.  

 

An additional difference between the successful and struggling radical cases concerns the formality 

of innovation processes. At BankPro as well as at BBVA innovation activities were clearly defined 

and were grouped in specified departments of the bank. At BankXY, however, such 

institutionalization of the innovation process could not be observed. Here basic project management 

approaches were applied in order to manage the development of the Inno-Card project. As a 

response, the innovation process which was identified followed the generic phases of a development 

project and was not defined a priory to the project start. These differences in the innovation process 

patterns are visualized in the next exhibit. 
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Exhibit 75: Innovation Processes for Successful Radical and Struggling Radical Innovation Projects 
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After the general development process has been reviewed across the different cases, now the 

relation of the ACAP process with the general development process shall be compared. Cross-case 

analyses revealed that in the successful cases the absorption process paralleled the general 

innovation process phases. This meant that in early phases of the development project also the 

initial phases of the ACAP process were performed, while towards the end of the processes, also the 

last phases of the ACAP process, e.g. the application of the externally acquired information was 

performed. During the middle stages of the development projects, i.e. during the conceptualization 

of the service design and infrastructure, the transformation of the internal knowledge base as well as 

of the external information was most prevalent. However, during radical projects, these phases were 

not performed only once during the respective innovation projects. In fact, due to the fast changing 

market conditions and technical solutions available, phases were constantly repeated. For instance 

at BBVA and at BankPro the service concept definition was not finalized until very late in the 

project in order to remain flexible in case changes would become necessary in later phases of the 

projects. Consequently the ACAP process paralleled these iterations and external information was 

absorbed several times again. In these radical projects, sometimes the absorption of new external 

information triggered the moving backward or forward of the innovation process, while sometimes 

the institutionalized innovating process phases, such as market testing, triggered a new iteration of 

the absorption process. Hence, at times ACAP triggered iterations of the innovation process while at 

other times the innovation activities necessitated a new round of external information acquisition. 

Further, the parallel pursuit of the ACAP and general innovation processes was observed only in the 

successful projects. In the struggling project, the ACAP process lagged behind the alleged progress 

made in the general development process. In more detail, the service concept was prepared on the 

basis of only little external information absorbed. This resulted in a misspecification of the service 

concept needing re-work during later stages of the project. Hence, when comparing the successful 

with the struggling innovations, synchronized and paralleling ACAP and innovation processes were 

key to successfully develop new services. A lagging ACAP process resulted in misspecifications of 

the service concept as not sufficient learning of either the external market or external technical 

options was done prior to finalizing the service concept. The following exhibit visualizes these 

cross-case results. 
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Exhibit 76: ACAP and Innovation Process (Struggling Radical versus Successful Radical Innovation Projects) 
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Regarding the incremental innovation projects, a different picture emerged than was identified for 

the radical projects. While it was also observed that the ACAP phases paralleled the innovation 

process, iterations were only observed to having taken place regarding some elements of the ACAP 

process while barely any iteration was identified regarding the general innovation processes. In 

more detail, the development of the incremental projects was performed in a highly planned and 

routinized manner, meaning that many activities were known already prior to the start of the actual 

project. Due to this experience in developing these projects, and due to the mostly highly stable 

technical and market environment in which these incremental innovation were developed, the 

innovation process did not need to iterate several times. Regarding the ACAP process, however, 

some iteration could be observed. These took place mostly regarding the absorption of market 

information and were triggered by the general innovation activities. As was observed in the 

different projects, market information was sourced at the start of the projects and also at the end of 

the projects in the way of acquiring customer feedback on the prototypes of the service, or via 

constant market monitoring. Interestingly, while market information was absorbed also during later 

stages of the incremental innovation projects, these did not affect the overall pursuit of the 

innovation projects and hence did not trigger potential iterations of the general innovation process. 

This was due to the fact that either the customer feedback did not necessitate large changes to the 

service concept, or the market monitoring did not result in a significantly changed market 

environment which would have necessitated changes made to the service concept or infrastructure.  

Hence, while information was absorbed several times, this was rather done in order to confirm 

priory made insights and did not result in novel knowledge which would have influenced the overall 

innovation development activities.  
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Exhibit 77: ACAP and Innovation Process (Radical and Incremental Innovation Projects) 
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7.2 Cross Analysis of Facilitators and Inhibitors 

After the absorption process was compared across cases in the prior section, now the different 

identified inhibitors and facilitators of the absorption process are being compared, across successful 

and struggling radical projects, and across successful incremental and radical projects.  

 

7.2.1 Successful Radical vs. Struggling Radical Projects 

To start with the radical projects, here, again, most of the identified factors showed similar 

relationships in the two successful projects of BBVA and BankPro. To start with the mindset of the 

project members, here a strong awareness of the novelty of the project existed, which facilitated the 

recognition of the value of novel information as project members were aware of their need to search 

outside for novel information. In contrast, in the struggling case, a rather different mindset was 

identified. People rather lacked awareness of the magnitude of change necessary in order to develop 

the Inno-Card service. Due to this different mindset, reduced effort was put into acquiring and 

understanding external information. 

  

Power relations with actors in- and outside the firm supported the absorption of novel information, 

as these actors either directed attention to specific topics on which the absorption subsequently 

could be focussed on, or they made resources available to the project due to their awareness of the 

relevance of the innovation projects. This facilitating role was also observed in the struggling case 

as helping to obtain resources for the absorption activities. 

 

In addition to these factors, also the cross-boundary expertise of the project members influenced 

the absorption activities in all three cases. In the two successful cases it was identified that project 

members were – to a certain degree – also knowledgeable about areas outside their core-

specialization. For example in the Wohnriester project, marketing employees had already prior to 

the project start experience in dealing with legal or mathematical topics which helped them to 

understand the newly acquired information out of these domains more easily. In the case of 

Tucuentas, here, similar overlaps in expertise regarding information technology was observed. In 

contrast, in the Inno-Card project, a lack of cross-boundary expertise was observed, in particular 

regarding legal aspects. Possibly, cross boundary expertise was high in the successful cases due to 

existing opportunities to share information and frequent discussion and involvement of different 

departments in innovation projects. This is derived from the fact that in parallel to the high cross 
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boundary expertise at BankPro and BBVA, also social integration mechanisms were highly 

present, which facilitated the exchange and sense-making of the received information. In contrast, 

in the struggling case, social integration mechanisms were not as highly present which negatively 

influenced the absorption of external information and which could have been a reason for the lack 

of cross-boundary expertise at BankXY.  

 

The extent of relevant prior knowledge also differed between the projects. In general prior 

knowledge supported the understanding and application of externally sourced information. Here 

particularly the breadth of priory existing knowledge and expertise within the two successful cases 

emerged as an important difference when compared to the struggling case. In more detail, while 

BankPro and particularly BBVA maintained different expertise areas in-house in order to stay up-

to-date in several difference domains, in the struggling case such a variety of expertise was not 

observed to be present. Further, due to the radical nature, frequently procedural “know-how” 

gathered from prior innovation projects supported the two successful projects while only to a 

limited extent, codified information from the firm’s databases were useful for the absorption of 

external information. In contrast, in the Inno-Card project, a lack of prior development experience 

inhibited the anticipation of future information needs which seemed to having inhibited the overall 

effectiveness of absorption activities. Further, neither were significant amounts of codified prior 

knowledge used to facilitate the external learning activities in the struggling case 

 

Further in all three projects, network connections to external companies were maintained, either via 

personal networks or via formal collaboration, partnerships or contracting. Due to these 

relationships information exchange was facilitated in all observed projects. These networks of 

relationships which were maintained at all organizations made it easier for project members to 

acquire information. These relationships either existed already prior to the actual observed 

information exchange, or the relationship was created due to already existing relationships of the 

parent organization. Further, particularly in the successful cases, breadth of the network was high, 

as information was sourced from multiple organizations and institutions. While the struggling case 

also maintained such network, collaboration was focused, in the market and technical absorption 

activities most of the time on single partners from which information was sourced. Regarding the 

knowledge overlap between the network partner and the absorbing firm, no large differences 

between the two successful and the struggling case were observed. Similarly, the quality of the 

relationship between the absorbing and the network partner firms were in all three cases of high 

quality. In each case, either long term collaboration was maintained over a long period of time, or 
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the mother organization of the focal firm had done business with the donating network partner 

already, or, in the case of BBVA, equity stakes had been purchased in the external partner firm. 

 

Interestingly, regarding the nature of the externally sourced information, complexity was always 

relatively high. Information was sourced in form of sophisticated customer analysis, technical 

domains, or legal regulations which was not understandable to other project members. Yet 

regardless the success of the project, in all projects, complex information by itself did not constitute 

a critical issue for either firm. For market or technical information, internal routines were in place 

which permitted the handling of such complexity. For example, in the case of BBVA, here technical 

and market research departments routinely acted as boundary spanners for other project members in 

order to translate complex information into more general terms. Also at BankPro, lawyers and 

market research departments were used for this role. Finally, although at BankXY transformation of 

external information constituted a considerable issue, the non-existence of transformation activities 

rather originated from a lack of awareness of involving the available experts early enough in the 

project. If the involvement would have been performed properly, internal experts most likely would 

have been capable of processing the involved complexity of the information. While complexity, 

hence, did not inhibit the absorption activities, rather, the ambiguity of the sourced information 

constituted a challenge in the observed projects. Most visibly within the Wohnriester project, 

available information could be interpreted in many ways, which necessitated the parallel 

development of more than one service concept in order comply with the time to market objectives. 

In contrast, in the other projects, information was, to the largest extent complex yet rather 

unambiguous, as the meaning of information for e.g. installing an IT-system, or understanding 

customer preferences was not perceived as being highly difficult to interpret. For example in the 

Tucuentas project, customer analysis was performed in a highly sophisticated manner, yet the 

results of the study clearly indicated several strong preferences of potential clients. This lead to a 

parsimonious understanding of the meaning of these and no multiple interpretations of these were 

present among project member. Resulting from this, development experts could design the service 

according to this highly convincing evidence which reduced the time to market and the overall 

investments into the service design. Yet, as the last example of the analysis of customer preferences 

indicated already, the sourced information was rather implicit and needed to be converted into “hard 

facts”. This also became evident in the technical information where the information was embodied 

in the experience of the employees of the external partner firm. The frequent rather implicit nature 

of the external information was observed to having been present in the successful and struggling 

case, demanding extra effort in order to further use it in the absorption process. 
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In addition to these factors, also the characteristics of the organizations and the broader industry 

seemed to influence the absorption activities. Here, in particular the firm size, as well as the lack of 

protection of intellectual property in the service sector crystallized as relevant for the absorption 

of external information in the radical innovation projects. A large firm size facilitated on the one 

had acquisition and transformation of external information, while it limited to a certain extent the 

application phase. More specifically, in both large organizations BankPro and BBVA, the large firm 

size resulted in a relatively large amount of internal experts residing within the organization, and, 

also caused a more frequent development of new services. The former increased the amount of prior 

market and technical knowledge, while the latter increased the amount of procedural knowledge 

available to the firms, as organization members increased experience in anticipating the necessary 

information needs during innovation projects due to their prior involvement in other projects. On 

the other hand, the large firm size also increased the work load for integrating the radically new 

services in the existing organization and infrastructure of the large organizations, which made the 

application of the absorbed information more laborious. In contrast, the medium size of BankXY 

limited to some extend the number of experts available to the innovation project. In addition due to 

the limited size of BankXY not as many new services were developed as in the other two 

organizations, which reduced the development expertise inside the bank which in turn seemed to 

limit to some extent the identification of information needs during the innovation project. Yet, due 

to the limited size of BankXY no obstruction of the application due to bureaucratic hurdles or 

similar, were identified. Hence, firm size seemed to influence absorption activities in positive and 

negative ways. 

 

In line with the prior factor, also the lack of protection mechanisms in the service sector had more 

than one relationship with the absorption of external information. Here it was observed, that 

external technical information needed for the service design was available to all organizations 

without any proprietary obstacles. For example, BankXY could source information about the 

functioning and operation of credit cards without the need to take into consideration any intellectual 

property rights as the concepts behind credit card business were not protected by any intellectual 

property rights. Also, regulatory information could be sourced by BankPro with ease. Hence with 

regard to technical information, no obstruction was identified. In contrast, the lack of protection 

mechanisms seemed to influence rather the absorption of external market information, and in 

particular the possibility to absorb external customer feedback in later phases of the projects. In the 

Inno-Card and in the Wohnriester project, this limited the acquisition of customer feedback. In 
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particular in the Wohnriester project, project leader decided against pre-market tests in order to 

avoid that information about the design of the new service would lurk out towards the bank’s 

competitors already prior to the market launch. In BankXY, similar reasons led to a limited pre-

market test in which only family and friends were invited to use a beta version of the Inno-Card. 

Hence, all in all, several factors were observed to impact in a similar direction when compared 

between different radical innovation projects. Yet differences were observed when separating the 

studied radical projects into successful and struggling examples. The following table provides an 

overview of the different factors observed and their influence on the absorption activities within the 

radical innovation projects. 
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Nature of external 
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Mindset

Social Integration 

Mechanisms

Cross Boundary 

Expertise

Power Relations

Network of 

external partners

Firm Size

Intellectual 

Property Rights

Facilitator / 

Inhibitor

Prior Knowledge

Ambiguity (Multiple ways to 

interpret one information)

Complexity (multiple parts 

constitute one information)

Implicitness (information based in 

experience, not directly accessible)

Explicitness (plainly visible, 

codified in documents, data)

Appreciating external information

(in contrast to „not invented here 

syndrome)

Being aware of the need to adapt

structures supporting the sharing 

and interconnectedness of different 

internal expertise areas

complementary functions within the 

organization ought to be 

intermeshed

redundancy in expertise 

relationships involving the use of 

power and other resources by an 

actor to obtain his preferred goal

Overlap of internal expertise with 

partner’s expertise

Breadth of network

Quality of Relationship

Number of employees, 

market position in relation to 

competitors

Low degree of protection

mechanisms available to shield 

service innovation from imitation

Characteristics

Breadth of prior knowledge

Know-How (experience)

Know-About (explicit knowledge)

Inhibiting: High degree of 

ambiguity

$o effect: Rel. high degrees of 

complexity

Inhibiting: Increased amount of 

implicit external information

Facilitating: External pressure 

resulted in awareness of 

radicalness and made project 

members receptive for changes 

and made them accept new 

external insights

Facilitating: Intense and 

frequent project meetings plus 

informal communication 

channels facilitated absorption 

related collaboration and 

communication 

Facilitating: Project members 

showed overlap of their 

expertise with other affected 

disciplines which supported 

understanding and 

communication during 

absorption

Facilitating: External & Internal 

powerful actors freed up internal 

resources for the acqusition, 

transformation and application 

of external information

Facilitating: Broad set of 

external ties, high quaility of 

relationships, and some overlap 

of the external partner’s 

expertise with the banks 

expertise allowed for more 

complete information access and 

understanding

Facilitating & Inhibiting:

Large amount of available 

internal expertise & resources 

facilitated acquisition and 

transformation, while 

complexity of routines inhibited 

application

inhibiting: Service was 

(perceived) to be easy to imitate 

which caused restrictions in 

opening the innovation to 

customers especially regarding 

market tests 

Impact on absorption during 

Wohnriester

Facilitating: Breadth of prior 

service development know-how 

& Know-About 

Facilitating: Low degree of 

ambiguity

$o effect: Rel. high degrees of 

complexity

Inhibiting: Increased amount of 

implicit external information

Facilitating: Awareness of 

radicalness made project 

members receptive for changes 

and made them accept new 

external insights

Facilitating: Through 

established knowledge sharing 

infrastructure, absorption related 

collaboration and 

communication was facilitated

Facilitating: Expertise overlap 

of the members across a broad 

set of disciplines supported 

understanding and 

communication during 

absorption

Facilitating: Internal powerful 

actors freed up internal resources 

for the acqusition, 

transformation and application 

of external information

Facilitating: Broad set of 

external ties, high quaility of 

relationships, and some overlap 

of the external partner’s 

expertise with the banks 

expertise allowed for more 

complete information access and 

understanding

Facilitating & Inhibiting:

Large amount of available 

internal expertise & resources 

facilitated acquisition and 

transformation, while 

complexity of routines inhibited 

application

$o effect: As service was 

(perceived) to be difficult to 

imitate, no restrictions in 

opening the innovation to 

customers or partners were 

observed.

Impact on absorption during 

Tucuentas

Facilitating: Breadth of prior 

Know-How & Know-About 

Facilitating: Low degree of 

ambiguity

$o effect: Rel. high degrees of 

complexity

Inhibiting: Increased amount of 

implicit external information

Inhibiting: Lack of awareness 

of novelty of new service 

reduced willingness to accept 

external information and 

reduced absorption quality 

Inhibiting: Very late 

communication with important 

internal experts caused 

incomplete absorption of 

technical information

Inhibiting: Little overlap of 

project members’ expertise 

inhibited understanding and 

communication during 

absorption

Facilitating: Internal powerful 

actors freed up internal resources 

for the acqusition, 

transformation and application 

of external information

Facilitating: Quality of 

relationships allowed for more 

complete information access and 

understanding

Facilitating & Inhibiting:

Limited amount of available 

internal expertise & resources 

inhibited acquisition and 

transformation, while reduced 

complexity of routines 

facilitated application

inhibiting: Service was 

(perceived) to be easy to imitate 

which caused restricitions in 

opening the innovation to 

customers especially regarding 

market tests 

Impact on absorption during 

Inno-Card

Inhibiting: Limited scope of 

prior „know about“ knowledge, 

limited service development 

„know how“ 

Degree of 

Newness
Radical ----------- incremental Radical --------- incremental Radical --------- incremental Radical --------- incremental

Performance Success ---------------- Failure Success -------------- Failure Success -------------- Failure Success -------------- Failure

Facilitator / 

Inhibitor
Characteristics BankPRO: Wohnriester BBVA:  Tucuentas BankXY: Inno-Card

Radical & Successful 

Cases

Radical & Struggling 

Case

 

Table 15: ACAP Facilitators & Inhibitors During Successful and Struggling Radical Innovation 
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7.2.2  Radical vs. Incremental Projects 

As regards the cross-case analysis of the here presented incremental and radical innovation projects 

several similarities but also differences have been identified.  

 

To start with the power relationships, in all four radical and incremental projects, powerful actors 

played an important role in creating awareness for the need to absorb external information about 

specific topics and these actors also freed up resources in order to allow for sufficient amount of 

absorption activity. Yet, while in the radical projects, mostly internal power-actors such as senior 

management played a dominant role, in the incremental projects also external customers influenced 

and directed the focus of the absorption activities.  

 

Cross boundary expertise facilitated the absorption of external information in all four projects, as 

project members could understand and apply the transformed information more easily. Yet, the 

degree of overlap differed across incremental and radical projects. In the incremental projects 

higher degrees of overlap were observed, than in the radical projects, as in the latter less prior 

experience could be applied to the service development.  

 

In a similar vein, also the characteristics of the external network from which the firms sourced 

external information differed across incremental and radical projects. While the overlap between the 

expertise areas of the external partner and the absorbing firm were greater during incremental 

innovation, the breadth of the network was particularly important during radical innovation, as 

information had to be collected in “piecemeal” fashion as novel information was involved which 

was not as readily available as it was during incremental innovation. The quality of the 

relationships, however was equally facilitating for absorption during incremental and radical 

innovation  

 

Both in the radical and in the incremental projects, the complex nature of the external 

information was present, which, however was not observed to affect the absorption of the external 

information considerably, as project members and experts were used to handle complex information 

in their daily work. Rather, in one radical project, information was identified as being highly 

ambiguous which hampered overall absorption. In contrast, in the incremental projects, ambiguity 

was low, which supported the ease with which it could be acquired, transformed and applied to the 

service development. Further, while in the incremental projects rather concrete, explicit information 
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was sourced, particularly regarding technical information, in the radical projects information mostly 

was of implicit nature, due to the fact that information either needed substantial interpretation (e.g. 

the legal information in the Wohnriester project at BankPro) or was relying on experience and 

know-how of external experts (e.g. the technical information sourced from Strands.com) 

 

Likewise, the impact of the lack of protection mechanisms did not differ when compared across 

different degrees of newness. Rather it was observed to differ between the two organizations 

BankPro and BBVA in which both radical and incremental projects were analyzed. While at 

BankPro lack of protection mechanisms facilitated access to certain technical information, it 

hampered the acquisition of customer specific information. In contrast, at BBVA, lack of protection 

mechanism generally facilitated the access to information and no hampering effect with regard to 

the absorption of customer specific information was identified. While at BBVA the strong 

investment in internal infrastructure was regarded by internal management as shielding the 

innovation(s) from early imitation, at BankPro, imitation was regarded as an omnipresent threat, 

possibly caused by considerably lower levels of investments in internal (technical) infrastructure.  

 

Prior knowledge, in turn, facilitated in all projects the absorption of external information. Yet, 

while in the incremental project foremost priory existing, stored information, i.e. “know-about”, 

could be directly applied to the innovation development, in the radical innovation observed at 

BankPro, rather basic prior know-how of how to develop services supported the absorption and 

only limited priory existing “know about”. Although in the radical Tucuentas project at BBVA also 

concrete prior market knowledge facilitated the absorption activities, this difference between the 

role of know-how and know-about demarcated incremental from radical projects. Further, the 

breadth of the internally available knowledge supported particularly the absorption for radical 

innovations. In incremental projects, the absorption activities were directed at rather familiar 

knowledge domains, necessitating prior knowledge from proximate domains. 

 

Further, the considerable firm size of BankPro and BBVA had differing influence on the radical 

and incremental projects. While it facilitated the acquisition and transformation of external 

information in both incremental and radical innovation due to the available resources inside the 

firm, only during radical innovation did the rather complex infrastructure and procedures 

necessitate extra effort during the application of the acquired information. Hence, in contrast to 

radical innovation, for incremental innovation, the large firm size was fully beneficial, as the 
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organizations were more used to improving some characteristics of already existing services than 

they were reagarding the adaption of their organization to completely new fields of business. 

 

Additional differences between incremental and radical projects were observed, furthermore, 

regarding the importance of social integration mechanisms. While these knowledge sharing 

mechanisms were of utmost importance during the radical projects in order to update all project 

members about newly available information about technical or market changes during the project, 

in the incremental projects such timely sharing of information was not relevant to a similar degree. 

This seemed to be due to the fact that less iterations of the absorption process were observed during 

incremental innovation, at least regarding the technical information absorption. Incremental projects 

sourced information of more reliable nature, meaning that the dynamism of the updating and change 

of such information was reduced when compared to the radical innovation projects. In consequence, 

initially sourced information did not become obsolete or changed as fast as in the radical projects. 

This reduced the need for the project members to exchange information in such an inter-connected 

way as was observed in the radical projects. 

 

Similarly, the mindset of the organization members regarding the need to search for new 

information and to be willing to adapt to the new situation arising through the development of a 

new service differed across incremental and radical projects. In the radical projects, project 

members and the wider organization in which the new service was to be implemented were highly 

aware of the fact that the service was completely different from prior services and hence 

necessitated extra effort and increased awareness to look for information outside the organization. 

In contrast, in the incremental projects, such a mindset for change was not observed to be present or 

needed. Rather, due to the relatively small impact of the incremental innovations on the existing 

infrastructure, no increased acceptance of an upcoming change was needed and subsequently no 

increased awareness or appreciation of externally sourced information was needed in order to 

successfully absorb information for the development of these services. 

 

Hence, all in all, several factors had similar relevance to either incremental or radical projects, and 

only a few factors were important for only radical innovation, i.e. employees’ mindsets and social 

integration mechanisms. Differences were further observed regarding prior knowledge, as here 

different types of knowledge were important depending on the degree of newness of each project. 

The following table juxtaposes the observed facilitators and inhibitors for the radical and 

incremental projects described above. 
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Nature of external 

knowledge

Mindset

Social Integration 

Mechanisms

Cross Boundary 

Expertise

Power Relations

Network of 

external partners

Firm Size

Intellectual 

Property Rights

Facilitator / 

Inhibitor

Prior Knowledge

Ambiguity (Multiple ways to 

interpret one information)

Complexity (multiple parts 

constitute one information)

Implicitness (information based in 

experience, not directly accessible)

Explicitness (plainly visible, 

codified in documents, data)

Appreciating external information

(in contrast to „not invented here 

syndrome)

Being aware of the need to adapt

structures supporting the sharing 

and interconnectedness of different 

internal expertise areas

complementary functions within the 

organization ought to be 

intermeshed

redundancy in expertise 

relationships involving the use of 

power and other resources by an 

actor to obtain his preferred goal

Overlap of internal expertise with 

partner’s expertise

Breadth of network

Quality of Relationship

Number of employees, 

market position in relation to 

competitors

Low degree of protection

mechanisms available to shield 

service innovation from imitation

Characteristics

Breadth of prior knowledge

Know-How (experience)

Know-About (explicit knowledge)

Inhibiting: High degree of 

ambiguity

$o effect: Rel. high degrees of 

complexity

Inhibiting: Increased amount of 

implicit external information

Facilitating: External pressure 

resulted in awareness of 

radicalness and made project 

members receptive for changes 

and made them accept new 

external insights

Facilitating: Intense and 

frequent project meetings plus 

informal communication 

channels facilitated absorption 

related collaboration and 

communication 

Facilitating: Project members 

showed overlap of their 

expertise with other affected 

disciplines which supported 

understanding and 

communication during 

absorption

Facilitating: External & Internal 

powerful actors freed up internal 

resources for the acqusition, 

transformation and application 

of external information

Facilitating: Broad set of 

external ties, high quaility of 

relationships, and some overlap 

of the external partner’s 

expertise with the banks 

expertise allowed for more 

complete information access and 

understanding

Facilitating & Inhibiting:

Large amount of available 

internal expertise & resources 

facilitated acquisition and 

transformation, while 

complexity of routines inhibited 

application

inhibiting: Service was 

(perceived) to be easy to imitate 

which caused restrictions in 

opening the innovation to 

customers especially regarding 

market tests 

Impact on absorption during 

Wohnriester

Facilitating: Breadth of prior 

service development know-how 

& Know-About 

Facilitating: Low degree of 

ambiguity

$o effect: Relatively high 

degrees of complexity

$o effect: Some implicit 

information, yet due to reduced 

amount no effect on absorption

$o effect: No specific attitude 

of mindset of project members 

was observed as project was 

rather perceived as „daily work“

$o effect: Sharing mechanisms 

were not highly relevant as only 

limited information needed to be 

shared and with less iteration 

Facilitating: Overlap between 

marketing and innovation 

department supported 

acquisition, transformation & 

application of external 

information

Facilitating: External business 

customers created focus for 

absorption activities. Internal 

powerful actors freed up internal 

resources for the acqusition, 

transformation and application 

of external information
Some facilitating effect: In 

general lower relevance of 

network than for Wohnriester 

project, as information was 

sourced several times from 

freely accessible sources or 

customers. Quality of 

relationship was, however 

helpful in some instances

Facilitating: Large amount of 

available internal expertise & 

resources facilitated acquisition 

and transformation, proximity to 

internal expertise  & limited 

scope of absorbed information 

facilitated also application

inhibiting: Service was 

(perceived) to be easy to imitate 

which caused restricitions in 

opening the innovation to 

customers especially regarding 

market tests 

Impact on absorption during 

Onlinebusiness

Facilitating: In-Depth technical 

expertise & customer knowledge 

(databases)

Facilitating: Low degree of 

ambiguity

$o effect: Rel. high degrees of 

complexity

Inhibiting: Increased amount of 

implicit external information

Facilitating: Awareness of 

radicalness made project 

members receptive for changes 

and made them accept new 

external insights

Facilitating: Through 

established knowledge sharing 

infrastructure, absorption related 

collaboration and 

communication was facilitated

Facilitating: Expertise overlap 

of the members across a broad 

set of disciplines supported 

understanding and 

communication during 

absorption

Facilitating: Internal powerful 

actors freed up internal resources 

for the acqusition, 

transformation and application 

of external information

Facilitating: Broad set of 

external ties, high quaility of 

relationships, and some overlap 

of the external partner’s 

expertise with the banks 

expertise allowed for more 

complete information access and 

understanding

Facilitating & Inhibiting:

Large amount of available 

internal expertise & resources 

facilitated acquisition and 

transformation, while 

complexity of routines inhibited 

application

$o effect: As service was 

(perceived) to be difficult to 

imitate, no restrictions in 

opening the innovation to 

customers or partners were 

observed.

Impact on absorption during 

Tucuentas

Facilitating: Breadth of prior 

Know-How & Know-About 

Facilitating: Low degree of 

ambiguity

$o effect: Relatively high 

degrees of complexity

$o effect: Some implicit 

information, yet due to reduced 

amount no effect on absorption

$o effect: No specific attitude 

of mindset of project members 

was observed as project was 

rather perceived as „daily work“

$o effect: As reduced amounts 

of information were shared and 

due to reduced iterations of the 

absorption process, social 

integration mechanisms were not 

of utmost importance

Facilitating: Overlap between 

marketing and innovation 

department supported 

acquisition, transformation & 

application of external 

information

Facilitating: Internal powerful 

actors freed up internal resources 

for the acqusition, 

transformation and application 

of external information

some facilitating effect: Quality 

of relationship, overlap with 

existing expertise

Facilitating: Large amount of 

available internal expertise & 

resources facilitated acquisition 

and transformation, proximity to 

internal expertise  & limited 

scope of absorbed information 

facilitated also application

$o effect: As service was 

(perceived) to be difficult to 

imitate, no restrictions in 

opening the innovation to 

customers or partners were 

observed.

Impact on absorption during 

eConta Premium

Facilitating: In-Depth Customer 

Knowledge (databases)

Degree of 

Newness
Radical ----------- incremental Radical --------- incremental Radical --------- incremental

Performance Success ---------------- Failure Success -------------- Failure Success -------------- Failure

Facilitator / 

Inhibitor
Characteristics BankPRO: Wohnriester BBVA:  Tucuentas

Radical --------- incremental Radical --------- incremental

Success -------------- Failure Success -------------- Failure

BBVA: eConta Premium BankPro: Onlinebusiness

Radical & 

Successful Cases

Incremental & 

Successful Cases

 

Table 16: ACAP Facilitators & Inhibitors During Successful Incremental and Radical Innovation 
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7.3 Ambidexterity: Dynamics Between Radical and Incremental Innovation 

So far similarities and differences between single projects – being radical, incremental, successful, 

or struggling – have been discussed and grouped together. By moving one step away from the 

single projects towards the whole organizations in which the projects have been observed, it 

crystallized that two organizations managed to develop both incremental and radical innovations, 

while one organization struggled already in bringing a single radical innovation to the market. Yet, 

when comparing the two organizations with a dual focus on incremental and radical service 

innovation activities regarding the timeline on which such innovations were developed, different 

patterns emerge.  

 

Regarding BankPro, here within the time period of 2008 until early 2009, the Wohnriester project 

was developed, leaving no resources for additional service developments in parallel. Due to 

exclusive focus of the bank’s resources on radical innovation, other development activities were 

postponed to 2009. In consequence incremental developments such as the Online Business project 

started after the Wohnriester services were launched in the market.  

 

 

At BBVA, a different picture emerged which, however, demands explanation. As was indicated in 

the general description of BBVA’s innovation activities already, and which had been published in 

the Case “Innovation at BBVA” (Ramis & Droege, 2010), besides the here reported innovations 

“Tucuentas” and “eConta Premium” also additional service innovation were developed. These 

pertained to online communities (“Tpresento”), as well as an online platform for storing 

confidential documents. While the tucuentas project was developed mainly within 2008, and the 

eConta Premium service development started after the Tucuentas project in early 2009, the other 

projects were conducted in part in parallel to the radical Tucuentas project. Even though no detailed 

assessment had been performed in this thesis, in the teaching note of the case “Innovation at 

BBVA” the authors assess these projects and arrive at the conclusion that all these projects 

constituted at least incremental service innovations. Hence, BBVA succeeded in simultaneously 

developing radical and incremental innovations, as in parallel to the radical Tucuentas project other 

incremental projects were pursuit.  

 

When comparing BankPro’s and BBVA’s innovation portfolio, it crystallizes that two different 

strategies for developing radical and incremental innovations were performed. While BanPro 



Cross Case Analysis 332

resorted to a timely shift between radical and incremental innovation development, BBVA 

succeeded in developing radical and incremental innovation simultaneously.  

 

In contrast, in the case of BankXY only a struggling single radical development was observed, 

without prior or subsequent incremental development activities. Interestingly, the development of 

the radical and incremental innovations at BBVA and BankPro was organized in the same 

organizational units, being the innovation centre of BBVA in Madrid (which by itself was 

structurally separated from the operational bank activities), and at BankPro, the product 

development sub-area inside the product management department. Hence, no structural separation 

of these different development activities was observed in the two banks. Interestingly, at BankPro a 

lack of internal resources, specifically time constraints of the development team inhibited a parallel 

pursuit. At BBVA, sufficient internal resources were available, and, in addition, all projects were 

performed in an area specialized on continuous innovation, which may have facilitated this parallel 

pursuit of incremental and radical innovations. 

 

As the cross case analysis revealed, in parallel to the achievements of BankPro and BBVA to 

develop both incremental and radical projects, these two banks were also the two firms which 

succeeded in absorbing external information more successfully and to support these absorption 

activities more effectively than BankXY did.  

 

With regard to these findings, it crystallizes that a high absorptive capacity was found to be present 

in the firms which succeeded to develop both incremental and radical innovations. The firm which 

struggled already with the development of a single radical innovation also had difficulties in 

absorbing external information. Hence data suggests that the ability of a firm to develop both 

radical and incremental innovations is related to the ability of an organization to adequately absorb 

information.  

 

In fact, the successful absorption of external information was highly relevant for the successful 

development of both radical and incremental innovations. Regardless the degree of newness, 

external information needed to be sourced in a competent manner in order to successfully develop 

incremental and radical innovations in the two organizations. As was shown in the cross-case 

analysis earlier already, not all phases of the absorption process, and neither all facilitating or 

inhibiting factors differed across the here analyzed incremental and radical innovations. Rather, 

several elements which were needed to successfully absorb external information were equally 
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important in the development of radical and incremental innovations. As regards the absorption 

process operating in the radical and incremental innovation projects, phases such as the recognition 

of the value, acquisition, transformation of the external information, and application appeared to be 

present regardless the underlying degree of newness of the innovation. Differences crystallized 

rather in the need for the organization to adopt its internal expertise areas for the radical innovation 

as the newly acquired information was too distant as to be transformable by existing expertise sets. 

Further, in the factors influencing the absorption process, here also several similarities were 

identified, as was discussed already in the cross-case analysis earlier. While supportive power 

relations, cross boundary expertise, networks, complexity and ambiguity of the sourced 

information, protection mechanisms of the wider market in which the banks were positioned, and 

firm size showed similar relationships during radical and incremental innovation regarding the 

propensity of successfully absorbing external information, only the organizations members’ 

mindsets for change, nature of prior knowledge, and social integration mechanisms differed across 

incremental and radical projects.  

 

Hence, the activities both banks pursuit with regard to information absorption in radical and 

incremental projects paralleled each other to a certain degree. In consequence the importance and 

considerable resemblance of the design of the absorption activities in these innovation types can 

also be taken as first insight into the beneficial role of absorptive capacity for the ability of a firm to 

develop both radical and incremental innovations. The following figure visualizes the switch from 

radical to incremental innovation at both ambidextrous organizations, alongside the struggling case 

where no dual focus on incremental and radical innovation projects was observed. 

 



Cross Case Analysis 334

Observed strategies for ambidexterity

Radical 

Innovation

Incremental 

Innovation

Radical 

Innovation ?

2008 2009 ...

Radical 

Innovation

Incremental 

Innovation

2008 2009 ...

Radical 

Innovation

Incremental 

Innovation

2008 2009

BBVA: simultaneous 

ambidexterity

BankPro: 

ambidextrous via 

timely separation

BankXY: no 

ambidexterity

Incremental 

Innovation

Incremental 

Innovation

 

Exhibit 78: Ambidexterity Patterns Across Case Study Organizations 

 

 

7.4 Open Innovation 

As has been described in the review of existing literature on open innovation, the Open Innovation 

perspective comprises two main dimensions, namely the internalization of external information and 

the externalization of internally held ideas and knowledge to external partners. While the former has 

been described in depth in the discussion on the case study firm’s absorption activities, the latter 

constitutes a rather novel perspective.  

 

In the cases of BankXY and BankPro, no externalization of internally developed innovations could 

be observed. Here, only the internalization of external information was observed to having taken 

place. However, in the case of BBVA, both observed innovation, i.e. Tucuentas and eConta 

Premium, showed considerable activities in terms of externalization of their developed innovations.  
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In more detail, within the Tucuentas project at BBVA, both the internalization of external 

information and the externalization of internal innovation could be observed. While the 

internalization has been described in the above in much detail, here the externalization was of 

interest, as it adds to the absorption activities an additional information flow. As BBVA purchased 

an equity stake in the technology and web design startup “Strands.com”, collaboration between 

these two firms was, as described, very intense. Strands was responsible for parts of the software 

development of the underlying software basis for the new online banking solution. 

 

Yet, besides this, BBVA granted Strands the permission, to take the very same service platform and 

to market it in the US-market with a distinct business model. Different from BBVA, where 

tucuentas became integrated in the main online banking presence, Strands took the service concept 

and launched it as a personal finance manager without direct linkage to a real retail bank. Rather, it 

offered its US-based clients to link their different bank account information to their platform in 

order to obtain a holistic overview on all financial activities and not only of one single bank 

account. While the use of this service was free of charge for the clients, cross-selling offers, based 

on the spending behaviour of the users, were envisaged by Strands to generate sufficient value in 

order to make this new service profitable.  

 

BBVA permitted this “co-exploitation” of the novel service by Strands, as management expected 

additional learning gains due to the alternative usage of the same service concept. In particular, as 

BBVA owned a 24% stake in Strands, long term collaboration was, from the perspective of 

management, assured, which created the foundation for this long-term expectation of the bank. 

Hence, no direct royalty fees via licensing, or other monetary revenue streams were applied in order 

to benefit from this externalization. While in the long term, due to the equity stake in Strands, 

financial rewards via dividends or an increase of the market value of Strands.com were additional 

potential benefits potentially underlying this decision, interviewees rather stressed the learning 

output as the most relevant benefit for the bank. 

 

Also in the eConta Premium development, both the internalization and externalization processes 

were present. Here, however, the launch of the new service was performed direct from the 

beginning outside the boundaries of BBVA. As had been described further above, BBVA had 

purchased a 70% stake in eConta, an online accounting service provider, and the development of 

eConta Premium was grounded in the expectation that an improvement of the service portfolio of 

eConta would positively influence the future market position and, consequently, profitability of the 
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small firm. Hence, while the innovation was developed in-house within BBVA, due to the larger 

expertise and internal availability and expertise in developing new services, the final service was 

handed over to eConta, after last beta-tests had been performed under the supervision of BBVA 

innovation managers. Hence, different from the externalization pattern observed in the tucuentas 

projects, here no dual exploitation of the novel service was observed. 

 

Overall, as only two projects within a single case study firm involved the “externalization” 

dimension of open innovation, cross-case comparison is limited to these two examples. Yet, what 

appeared important was that the decision to opening up innovation in both the Outside-In and 

Inside-Out dimension was rather an organizational phenomenon, rather than a decision taken on a 

“case by case” basis. This became evident in two observations. First, such “complete” open 

innovation was observed only in one organization where all observed projects were managed in an 

open approach. In the other two cases, also open innovation was present, yet exclusively the 

Outside-In dimension. Second, the degree of newness of the underlying project seemed not to be 

highly relevant for choosing a complete open innovation approach, as tucuentas and eConta 

premium differed greatly in their degree of radicalness.  

 

Hence, in conclusion, open innovation was performed either by focussing on the Outside-In 

dimension, or by including both dimensions. If one organization adopted this innovation 

management approach, it was applied to projects which greatly differed in their degree of newness, 

lending support to the proposition that open innovation does not depend on the radicalness of single 

innovation projects, but rather constitutes a general approach for a firm’s innovation management. 

The following exhibit provides a graphical scetch of these different approaches to open innovation 

management. 

 

 



Cross Case Analysis 337

BBVA – internal 

homebanking 

„tucuentas“

TuCuentas Idea

TuCuentas

Partnering with 

Strands.com

(programming)

Parallel internal 

development

Parallel market 

introduction of solution as 

„Moneystrands.com“

Ideas

Firm’s Boundaries

Customer input

Customer input

Handing over to 

eConta

eConta Premium

Ideas

Firm’s Boundaries

Customer input

Internal 

application 

inside the bank’s 

boundaries

BankPro (Wohnriester)

External 

technical 

partner / sources

Observed Pattern at BBVA

(Tucuentas & eConta)

Ideas

Firm’s Boundaries

Customer input

Internal 

application 

inside the bank’s 

boundaries

External 

technical 

partner / sources

BankPro (Onlinebusiness)

Ideas

Firm’s Boundaries

Customer input

Internal 

application 

inside the bank’s 

boundaries

BankXY (Inno-Card)

External 

technical 

partner / sources

==

=
=

Obstructed 

information flow

Obstructed 

information flow

 

Exhibit 79: Open Innovation Approaches 
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8 Theoretical Contribution 

In this section the different findings from the single- and cross-case analyses are to be compared 

and discussed in the light of existing literature on innovation, services, and absorptive capacity. The 

principal relevance of this research was to provide, as one of the first studies, an in-depth 

understanding of the absorption process within radical and incremental service innovation.  

 

With the answers to the raised research questions presented here, findings on how the ACAP 

concept has been applied within concrete service innovation projects extend literature on absorptive 

capacity to an - up to now rather neglected - empirical setting (Lane et al., 2006). In fact, authors 

have started to note that certain industries, such as biotechnology or pharmaceutical companies, 

have already been studied extensively, whereas insights into how firms in service industries learn 

from external sources has remained under-researched (Santoro, Bierly & Gopalakrishnan, 2007; 

Lane et al., 2006).  

 

In addition, due to the fact that many of the existing process models have remained conceptual 

without subsequent empirical analysis, the identification of several ACAP process phases within the 

observed service development projects may allow for a first empirical insight into the nature of the 

ACAP process over time. Also the identified patterns regarding the flow of the ACAP process when 

compared against the flow of the general innovation process adds further insights to current 

research. 

 

Further, while current ACAP research has focused predominantly on the absorption of technical 

information (Easterby-Smith et al., 2008), the dual focus on both market and technical knowledge 

chosen here adds new insight to current ACAP understanding. Due to the interrelation and 

beneficial interaction of the absorption of technical and market knowledge, a new driver for 

successful absorption and, in consequence, for successful innovation has been presented. The study 

of the absorption process over time also adds to the currently mostly static perspectives a dynamic 

process model which takes into consideration the multiple iterations and parallel pursuit of the 

single absorption phases. In so doing, the beneficial effect of such a parallel and iterative design of 

the ACAP process constitutes an important contribution to current research.  

 

Moreover, in literature to date, only few studies have embarked upon investigating innovation 

management in radical and incremental service development contexts (Oke, 2007; Droege et al., 
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2009). By having added an in-depth analysis of the similarities and differences in the absorption 

activities during radical and incremental service innovation, additional insights have become 

available. In particular, this research provides insights that the treatment of a radical innovation like 

an incremental innovation led to a reduced level of information absorption which subsequently 

hampered overall innovation success. Generally speaking, major differences in the absorption 

activities were observed to be present in the degree of iteration and parallelism of the absorption 

process stages.  

 

In addition, several facilitators and inhibitors, such as the importance of a mindset for change, the 

importance of cross-boundary expertise and knowledge sharing across departments, as well as the 

general size of the firm showed different relationships to information absorption during radical and 

incremental innovation. 

 

Besides the contributions made to ACAP literature, this research adds further evidence to the 

general phenomenon of innovation in service industries. Little research has been done related to the 

innovation activities inherent in the development of new services (Nijssen et al., 2006; Drejer, 

2004; Adams et al., 2006), which has resulted in the fact that “current theory and understanding of 

the strategies and tactics for developing new services is inadequate.” (Menor and Roth, 2007: 825) 

Although in recent years advancements have been made in service innovation literature, in many 

areas inconsistent findings have been presented which have created several fields of academic 

debate (Droege et al., 2009). Among others, evidence has been provided to the debate on whether 

service and product innovation have to be managed in different ways (Droege et al., 2009; Tether, 

2005). As the emerged process model showed similarities with the conceptual and not yet validated 

process model of Todorova & Durisin (2007), first evidence has been provided that the absorption 

process may be similar during product and service innovation. Hence, with this research the 

“demarcation” school of thought, i.e. the perspective that service innovation has to be treated 

differently than product innovation, has not been supported.  

 

Finally, in the analyses of the cross-case, findings emerged which add to our understanding of the 

recent growth in interest in the concepts of “ambidexterity”, i.e. the simultaneous management of 

incremental and radical innovation, and “Open Innovation”, i.e. the management of the processes 

for the internationalisation of external innovation and the externalisation of internal innovation 

(Chesbrough, 2006). Regarding the former, various strategies for balancing incremental and radical 

innovation inside one organization could be identified. I contribute to the literature on open 
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innovation with insights as to how service organizations have been capable of externalising their 

internally developed innovation notwithstanding the sector-inherent difficulty of the non-protection 

of service ideas due to the lack of intellectual property rights. 

 

The above specified contributions are discussed in more detail in the following. Firstly, the findings 

relating to the process of absorptive capacity are discussed. Secondly, the results of the study of the 

facilitators and inhibitors for ACAP are juxtaposed to current insights from literature. Thirdly, 

additional insights which emerged from the cross-case analysis are discussed. These include 

contributions regarding the relationship between ACAP and ambidexterity, differences between 

service and product innovation, and finally insights regarding open innovation approaches. This is 

followed by a section on managerial implications and the presentation of future research 

opportunities. 

 

8.1 The Process of ACAP for Radical and Incremental Service Innovation 

8.1.1 The Process Phases 

In the analysis of the case data, different process phase combinations for radical and incremental 

innovation were identified.
15

 In the radical innovation projects, the absorption process comprised - 

for technical information - five phases. These were the recognition of the value, the acquisition, the 

transformation of the internal knowledge base, the transformation of the externally sourced 

information, and its application in the wider development activities. Diverging from this, the 

absorption of market information in the observed cases did not necessitate the phase 

“transformation of internal knowledge base”. Consequently, market information was sourced via a 

fourfold process of recognition, acquisition, transformation of external information, and application. 

Similar to the absorption of market information in the radical projects, the same four process phases 

were observed in incremental innovations. 

 

In more detail, in both successful radical innovations at BankPro and BBVA, a transformation of 

the internal knowledge base via training and adaptation as well as a transformation of the external 

knowledge by translating the highly sophisticated information into more general product 

                                                 

15
 Parts of this discussion section have already been presented in conference papers for EURAM 2009 (Best Paper 

Award Winner in the Track for Innovation Research), Academy of Management 2009, EGOS 2009, and Frontiers in 

Service 2009. 
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management information was observed. At the struggling BankXY, in contrast, neither sufficient 

transformation of the internal knowledge base nor the transformation of external information was 

observed, leading to considerable difficulties in later phases of the service development project. In 

recent conceptualisations, transformation of the internal knowledge base and transformation of 

external knowledge have been identified separately from each other. For example, Zahra & George 

(2002) indicate transformation activities focused on external knowledge in their model. In their 

synthesis of current literature, Lane et al. (2006) also present a process phase in which external 

knowledge is made available to the absorbing organization through transformative learning. In 

contrast, Todorova and Durisin (2007) present a different perspective and propose either 

transforming the internal knowledge base or the external information.  

 

Cohen & Levinthal (1990) discuss internal transformation by way of an evolutionary perspective 

and hence do not identify a prompt internal transformation due to a concrete external knowledge 

influx. In more detail, these early researchers of absorptive capacity argue that the internal 

knowledge base increases through the absorption of external information, and hence the 

organization improves its absorption capacity for the future. However, the authors are not focusing 

on the purposeful adaption of the internal knowledge base in order to prepare the organization for 

an upcoming absorption of novel external information. By identifying a transformation of both 

the internal and the external knowledge, a more complete picture of the ACAP process has been 

presented which may help to integrate these different perspectives. In particular, Todorova & 

Durisin’s (2007) either/or definition of internally or externally oriented knowledge transformation 

has been extended by the findings presented here, because in the course of these case studies, both 

needed to be done in order to absorb external knowledge. 

 

Indeed, for BankPro and for BBVA it was vital to perform transformation into both directions in 

order to fully absorb the externally available technical information. On the one hand, the immediate 

adaptation of internal knowledge by the training of and learning by internal experts was necessary 

in order to become capable of obtaining a detailed understanding of the novel information. In this 

case, the argument raised by Todorova and Durisin (2007) goes in line with the findings presented 

here, as “transformation enables organizations to perceive new knowledge to some extent 

incompatible with prior knowledge, to build new cognitive structures, and to cope with path 

dependency” (Todorova & Durisin, 2007: 778), by referring to prior studies on the reframing of 

internal schemas and knowledge bases (e.g. Bartunek, 1984; Labianca, Gray, & Brass, 2000).  
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On the other hand, transformation of the external knowledge was necessary since, without the active 

translation of the technical information through the internal experts (Cohen & Levinthal, 1990, 

Easterby-Smith et al., 2008), an application of the external knowledge in the development activities 

would have been more difficult. In this case, the boundary spanners’ individual agency (Jones, 

2006) also helped the banks to reduce the overall training load because, by way of individual 

experts taking over the task of translation, the general development staff could perform its work 

properly without becoming experts on these novel domains. Hence, the double focus of BankPro’s 

and BBVA’s transformation activity allowed for an appropriate, yet not too excessive, adaptation of 

the internal knowledge base to the new external information. 

 

Consequently, by taking these findings into consideration, ACAP process models should rather 

include a double focus than the - to date - rather unidirectional conceptualisation of the 

transformation stage (e.g. Lane et al., 2006; Zahra & George, 2002). These findings also indicate 

that transformation of the internal knowledge bases is not necessarily only performed in the long 

term in an evolutionary, path-dependent manner. In fact, the observed organizations could adapt 

quite readily to the new information influx via actively training the relevant expertise of the 

boundary spanners involved.  

 

In addition, my findings support Todorova & Durisin’s (2007) conceptual caveat, that Zahra & 

George’s (2002) omission of the recognition phase may distract attention from the important role 

continuous awareness of the value of external information may play in the development project. In 

fact, while at BankPro and BBVA the recognition phase was highly present, at BankXY a lack of 

appropriate levels of awareness of the importance of external knowledge led to an insufficient 

recognition of the value of external technical information which subsequently hampered the overall 

development of the radical innovation. This finding supports the ACAP conceptualisations which 

take recognition of the value as a distinct phase (e.g. Todorova & Durisin, 2007) into account, 

since the initial awareness of the importance and nature of the required information greatly 

influenced the later depth and breadth of acquiring and exploiting the external information.  

 

Finally, empirical support for the existence of a distinct acquisition phase during which boundary-

spanning experts actively search for and acquire externally available knowledge was identified as 

well. As the process models of Cohen & Levinthal (1990) and Lane et al. (2006) did not consider 

this stage, in contrast to the models presented by Todorova & Durisin (2007) and Zahra & George 

(2002), this observation may be useful in order to synthesise the differing views on this ACAP 
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phase.  All in all, ACAP models for absorbing technical information in radical innovation may be 

more concise when considering these observations.  

 

The above stated observation of a five-fold process for absorbing technical information was, 

however, only valid for the radical innovation projects observed here. In the incremental innovation 

projects, a less sophisticated process structure was identified. To date, however, the literature on 

absorptive capacity contains a relative void of ACAP conceptualisations for different innovation 

types (Lane et al., 2006). In more detail, a fourfold process was observed in the incremental 

innovations which contained the phases recognition, acquisition, transformation of external 

information, and application. Unlike the observed radical innovations, in this case no transformation 

of the internal knowledge base preceded the transformation of the acquired external information. 

Reasons for this were found in the appropriateness of the existing knowledge base of the technical 

experts to understand and translate the novel information to the other project members.  

 

In other words, the external information was closer to the already existing know-how and existing 

information bases of the observed organizations. This finding supports the conceptual argument put 

forward by Todorova and Durisin (2007) who argue that the transformation of the internal 

knowledge base could only be necessary in such absorption contexts in which the distance between 

external and internal knowledge is high. This greater distance between externally sourced 

information and the existing knowledge base during radical innovation is also reflected in March’s 

(1991) argument on the different nature of exploration and exploitation. March (1991) notes that the 

“essence of exploitation is the refinement and extension of existing competences, technologies, and 

paradigms. Its returns are positive, proximate, and predictable. Exploitative learning is variance-

decreasing and efficiency-oriented; that includes things such as refinement, choice, production, 

efficiency selection, implementation.” (March, 1991:71) The essence of exploration is the 

experimentation with new alternatives. Its returns are uncertain, distant, and often negative.” 

(March, 1991: 85) It involves “things captured by terms such as search, variation, risk taking, 

experimenting, play, discovery.” (March, 1991:71) He follows on to argue that “the distance in time 

and space between the locus of learning and the locus of the realisation of returns is generally 

greater in the case of exploration than in the case of exploitation, as is the uncertainty.” (March, 

1991: 85) 
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Hence, March’s (1991) and others’ arguments on the distance of needed information for exploratory 

(radical) projects and the relative proximity of search for exploitative or incremental innovations are 

supported by my findings.  

 

In the cross-case analysis it was further identified that in successful radical and incremental 

innovation the absorption process for market information was less sophisticated than the process for 

technical information absorption. In more detail, the third phase “transformation of internal 

knowledge” was not observed to have taken place in either radical or incremental innovation. Both 

at BankPro and at BBVA, market information, mostly in the form of competitor or customer 

analyses, could be sourced even for radical innovations without the need to adapt the internal 

knowledge base. On the contrary, transformation was only needed to translate the research findings 

into statements understandable by market research non-experts. Reasons for this could have been 

the fact that market information does not differ as much across different projects and thus that 

existing knowledge bases of the firm tended to suffice in the observed cases in order to understand 

the new information. For example, customer feedback and customers’ evaluation of initial concepts 

of new service ideas were gathered in similar ways, resulting in similar expertise sets in order to 

understand the output of these market research activities. In fact, what differed across projects were 

the questions the customers were asked and the responses received.  

 

Such differences could, however, be dealt with on the basis of the existing expertise of the market 

research experts and did not necessitate any comprehensive training and adaptation of the 

knowledge of the market experts inside the banks. Hence, in line with Kogut & Zander (1992), it 

can be argued that market knowledge differed across projects according to its “information” 

character and not where its “know-how” dimension was concerned. Due to this, the distance of the 

sourced information was relatively close to the existing expertise sets and did not necessitate a 

transformation of the market research knowledge base (Todorova & Durisin, 2007). The following 

table presents the ACAP processes for technical and market information during radical and 

incremental innovation, putting it into perspective to the other existing, though mostly only 

conceptually proposed, process models in the ACAP literature.  
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Process Phases in Literature  Process Phases from Cross Case Findings 
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ACAP process for 
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innovation: 
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of the value 
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and 

understanding 
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learning) 

 

Recognition of the 
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Recognition of the 

value 

Recognition of the 

value 

Recognition of the 

value 

 Acquisition  Acquisition Acquisition Acquisition Acquisition 

Assimilatio

n 

Assimilation Assimilation 

(transformativ

e learning) 

 

either 

assimila-

tion (of 

external 

KL) 

 

 

or 

transforma

tion (of 

internal 

KL) 

Transformation of 

internal KL 
 

 

 Transformati

on of 

external KL 

 

Transformation of 

external KL 

Transformation of 

external KL 

Transformation of 

external KL 

Application Exploitation Application 

(of  

exploitative 

learning) 

Exploitation 

Application Application Application 

Table 17: The Identified Absorption Phases Compared to the Literature 
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All in all, when comparing these findings for absorbing technical or market information in radical 

and incremental projects, it crystallises that in particular the technically oriented absorption 

activities necessitated utmost attention, as the activities needed to successfully absorb such 

information were of a more sophisticated nature. This is also buttressed by the findings of the 

struggling radical innovation mentioned earlier. In that case, in particular the failure to follow all 

the important phases of the absorption process led to considerable difficulties.  

 

Whilst in the struggling case neither the market related information was absorbed in a flawless 

manner, nevertheless, the quality of such absorption activities was higher than was identified for the 

technical absorption. In general, data supports the insight that the studied service firms were more 

familiar with the absorption of market information than with learning about technical aspects for 

their new services. In the firms analysed here, market information absorption was more 

institutionalised and common than was the case with the technical absorption activities. In some 

cases, even longstanding, repeatedly conducted market and customer studies were used, while such 

standardised reports did not exist for the scanning and monitoring or the technical environment of 

the banks. It can be derived from these findings that the analysed service firms needed to 

concentrate especially on the absorption of technical information in order not to harm the 

development progress of their incremental and radical innovation projects.  

 

While the above finding on the critical nature of correctly absorbing especially technical 

information is limited to the three case organizations observed, research on larger numbers of 

service firms supports this finding. Nijssen et al. (2006) argue that service firms which showed 

strong positions in technical areas because of investments made in internal R&D showed higher 

numbers of radical service innovation than service organizations which did not focus on investing in 

internal resources useful for absorbing technical information. In other words, the results of Nijssen 

et al. (2006) support the presented finding, as a professional approach towards technical information 

was identified as being crucial for increasing the innovativeness of service organizations. 

 

Notwithstanding the necessity for the here studied firms to concentrate in particular on technical 

absorption as that process had been identified as being more prone to incomplete absorption due to 

its more sophisticated process, both activities were of high relevance to the successful development 

of radical innovation. As became evident in the cross-case analysis, in four of five analysed 

innovation projects, both market and technical information absorption was present. In fact, in 

particular during the radical innovation projects, both information types complemented each other 
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and built on each other in specific ways. While in the Wohnriester project (BankPro), the absorbed 

technical information on the upcoming change in the regulatory environment triggered the search 

for potential market opportunities via customer enquiries and competitor analyses, at several points 

in time during the Tucuentas project at BBVA, customer feedback received on the envisaged 

service concept led to new technical absorption. Hence, both absorption activities were interrelated 

and the information from either absorption process served, at times, as important input for the other 

process.  

 

While in the literature on absorptive capacity the complementary relationship of these two 

information types has only been mentioned conceptually (Lichtenthaler, 2009), in other fields, the 

positive interaction between technical and market knowledge has been shown in recent studies 

(Song et al., 2005). In Service Innovation literature, the importance of maintaining high degrees of 

market acuity and IT competence in order to be innovative has already been shown (Menor & Roth, 

2007), yet the finding connecting these two absorption activities closely to each other in order to 

support the innovation development has not been mentioned in recent literature. Although the 

findings identified here call for an interconnected absorption of technical and market information, 

prior literature only refers to the need to interconnect previously existing market and technical 

knowledge inside the organization to improve the firm’s capacity to absorb new technical 

knowledge, as Lichtenthaler (2009) argues: “Industrial firms need both complements of prior 

[market and technical] knowledge to successfully coordinate the learning processes of absorptive 

capacity.” (Lichtenthaler, 2009: 824) 

 

Surprisingly, in the reviewed studies on absorptive capacity, exclusively technical information 

absorption was studied. Having identified this interplay and the importance of these two absorption 

processes for successfully developing radical new services broadens the focus on absorptive 

capacity in current literature. In addition, this finding allows for first insights into the critical 

success factors for radical service development. As the close interaction between these two 

absorption activities was highly relevant in the two observed radical projects, a lack of such 

interaction may cause a less than optimal absorption of information which, in turn, may harm 

overall development activities, as was observed at BankXY. Hence, such interaction between 

technical and market information is regarded as an additional success factor for achieving a high 

absorptive capacity and should be included in future studies.  
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A related contribution of the here presented findings has been identified in relation to the perception 

found in literature that market information is especially necessary after new technological options 

have been identified in order to ascertain how such a new technology could be applied in the market 

place. “Thus, market knowledge provides a firm with insights into the functions that technological 

knowledge may fulfil. For example, a firm identifies new applications of a technology in additional 

markets.” (Lichtenthaler, 2009: 823)  

 

In service innovation literature, such perception on the innovation-initiating role of technological 

options in service industries is also present (Barras, 1990), yet not without considerable discussion 

on this matter (Droege et al., 2009; Leiponen, 2005). The analysis of the data for the observed 

absorption activities revealed that new technical options indeed triggered innovation and market 

information about its application was mostly sourced after new technical options had been learnt. In 

the case of BankPro, regulatory changes influenced the technical realisation of the offered services 

and demanded the development of a new set of services comprising the algorithms and calculus 

embodied in the regulatory change. Once such technical information was available, customer 

enquiries and competitor analyses were performed.  

 

In a similar vein, at BBVA during the Tucuentas project, the absorption of technical information for 

the realisation of the novel online financial manager was followed by customer enquiries in order to 

reveal how the new technical feature would be accepted by customers. Hence, in services too, 

knowledge about new technical opportunities was identified as an important trigger for engaging in 

subsequent searches as to how such new opportunities could be exploited in the market place. But 

this pattern was not observed in all projects. For example, at BBVA during the incremental 

innovation of eConta Premium, insights relating to the need to adapt the existing eConta service 

was revealed “by chance” during a general exploratory market research performed by the customer 

insight department of the bank. The adaption of the service concept only took place after the 

customer’s perception and need for the existing service had been disclosed. Consequently,  

technology was not sought after first in all instances; at least in one incremental innovation 

observed, novel market information was the source of inspiration for subsequent development 

activities.  

As these findings concerning the sequence of market and technical information absorption indicate, 

in the radical innovations, technical information was the trigger for the service development and 

market information and served to ascertain how such new technical insights could best be applied to 

the market. This finding contributes to the general importance of market and technical information 
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in new service development (Menor & Roth, 2007), yet it also sheds some light on Christensen’s 

(2000) caveat that customers’ own statements about their potential future needs should be used with 

caution, as customers cannot know in advance what they may need in the future.  

 

8.1.2 The Process Dynamics 

Besides the importance of the various absorption phases identified for market and technical 

absorption in radical and incremental service innovation, the dynamics emerging in the data while 

absorbing external information can also support future research into the absorptive capacity of a 

firm. While existing research has to date mostly focused on the factors influencing the successful 

absorption of external information or, mostly conceptually, discussed the needed absorption process 

phases for doing so effectively (e.g. Lane et al., 2006; Todorova & Durisin, 2007), the analysis of 

the different innovation projects adds insights as to how the process unfolded over time and 

revealed various patterns of the dynamic interplay of the different absorption phases. In radical 

innovation, the absorption process generally iterated several times, whereas in incremental 

innovation more punctual absorption at the beginning of the project was observed.  

 

Additionally, in the radical innovation projects, besides the several iterations of the absorption 

process, an overlap of the various absorption phases was also observed. In detail, while novel 

information was sourced, prior sourced information was applied to the service development in 

parallel to the search activities. On the one hand, this meant that the application of the previously 

sourced information needed to be kept open for potential future changes, and on the other hand, 

novel information had to be sourced by taking insights from the concurrent application of prior 

sourced information into consideration for subsequent search activities. While additional effort was 

observed to have been invested in order to perform this concurrent search for, and acquisition and 

application of external information, it allowed for a more timely response to emerging changes in 

the environment of the respective firm. Moreover, this improved the search for external information 

as, due to the concurrent application of externally sourced information, knowledge gaps and areas 

where insufficient knowledge existed could be identified and closed more promptly. Since current 

literature is rather silent about how the absorption activities are performed in detail (Lane et al., 

2006), this study presents different patterns of how the absorption process is operated during 

innovation projects. Depending on the degree of newness of the project, the absorption process was 

performed either iteratively or punctual. Similarly, an overlap of different absorption phases was 
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observed in radical innovation projects, whilst a more sequential design was identified for the 

incremental innovations.  

 

Models of absorptive capacity should therefore comprise a more fine-grained description of the 

design of the absorption process needed for different degrees of innovativeness. As a non-iterative 

process with no overlaps of individual stages was observed in the poorly performing radical project, 

it can in theory be derived that iteration and parallelism of stages may constitute an important 

design element for successful absorption during radical innovation. As current models have so far 

not discussed the conduct of the process, this finding adds a new dimension to the identification of 

the optimal approach to absorbing external information. This contribution, namely to add iterations 

and phase-overlaps to the definition of a process-model for absorptive capacity, is reinforced by 

insights gained in wider research on organizational learning. Crossan et al. (1999) already proposed 

iterations between the individual stages of the organizational learning process, which have been 

confirmed in subsequent empirical research (Crossan & Berdrow, 2003; Stevens & Dimitriadis, 

2004). The above finding hence calls for a more comprehensive inclusion of research findings from 

the wider organizational learning literature in the field of absorptive capacity.  

 

A further dynamic interaction has been identified as being present between the technical and market 

absorption process, namely that recently sourced market information supported the more focused 

absorption of technical information and vice versa. By learning about new opportunities for 

developing new services based on new externally identified technical options, for example, first 

conceptual thoughts of potential new services were created which were subsequently added by 

sourcing market information in order to confirm the viability of these ideas in the market place. 

Only as a result of the combination of these two absorption foci could a successful development of 

new services that were not known to the market beforehand become possible. This is, in part, 

supported by Atuahene-Gima’s (2005) finding about the general benevolence of market and 

technical information for both radical and incremental innovations.  

 

Hence, while existing research on absorptive capacity has focused to date on the importance of 

being capable of absorbing technical information (Cohen & Levinthal, 1990), the here presented 

findings indicate that a dual absorption of market and technical information was highly present in 

the successful innovation projects and increased the quality of the absorbed information as well as 

increasing the market fit of the subsequently developed new service. Such positive interaction 

between market and technical absorption processes was also observed to be present during 
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incremental innovation, although the magnitude of interaction was lower than during radical 

innovation. 

 

All in all, dynamic interplays have been identified both within the market and technical absorption 

processes as well as between these two external learning activities. Organizations have to take into 

consideration that they need to embed a holistic external learning approach in their innovation 

projects which allows for a flexible handling of each phase of these two absorption processes as 

well as ensuring that market and technical absorption are being conducted at the same time in order 

to allow for the here identified beneficial “inter-process” information exchange. The following 

exhibits juxtapose the market and technical absorption processes during radical and incremental 

innovation: 

 

 

Exhibit 80: Absorption Process Dynamics for Radical Innovation 
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Exhibit 81: Absorption Process Dynamics for Incremental Innovation 

 

8.1.3 ACAP and the Innovation Process 

In this section the innovation process and its relationship with the general pattern of the observed 

ACAP process shall be discussed based on the five innovation projects reported in the single- and 

cross-case analyses. As the relationship between the overall absorption activities and its integration 

in the general innovation process is of interest here, no detailed differentiation between market and 

technical absorption has been performed in order to provide a general pattern. First the general 

innovation process shall be discussed, in order to set the stage for the discussion of its relationship 

with the already presented ACAP processes. 

 

Regarding the innovation process itself, data revealed that for radical and incremental development 

projects, the innovation process differed most regarding the iterations and dynamics observed. In 

fact, while in the incremental innovation the development was done in a linear fashion, in the 

observed radical projects, a different picture emerged. Changes in the environment of the two 

observed banks necessitated a constant updating of the underlying service concept. This led to a 
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very late “freezing” of the concept. In consequence, the development processes could be better 

described as innovation cycles as the different phases were performed mostly more than once 

during the radical projects. This dynamic nature of the development activities during radical 

innovation confirms Van De Ven et al.’s (2008) findings on the dynamic and at times chaotic nature 

of innovation processes.  

 

Notwithstanding the different dynamics observed, when comparing the processes of the different 

projects similar development phases were performed. In more detail, in all projects, regardless 

whether being of incremental or radical nature, activities such as idea generation, evaluation, 

customer inquiries, definition of objectives, concept writing, realization, training, and 

commercialization activities could be observed. The difference in the single projects pertained more 

to the way how the process was formally designed, but rather not regarding the types of activities 

pursuit. Hence, when comparing these activities to the existing process models in literature, 

substantial degrees of conformity can be identified. Due to this, the different processes observed in 

the case studies can become grouped together by means of applying Froehle & Roth’s (2007) 

process model. These authors review the literature and test a process model which incorporates 

prior research on the process of innovation in services. Their model comprises four phases, i.e. 

design, analysis, development and launch stage (Froehle & Roth, 2007).  

 

As was identified in the literature review on the innovation processes already, different activities are 

comprised within each of these four phases. Data analysis revealed that these activities identified by 

Froehle & Roth (2007) resemble those which were observed in the different innovation processes of 

the case study firms. Due to this fit of the observations with the process model by Froehle & Roth 

(2007), this model serves as a unifying framework for all observed innovation projects. The only 

difference observed in my cases pertains to their visualization of the process model as an innovation 

cycle. As was identified here, a cycling process pattern was observed only during the radical 

innovation projects, yet not regarding the incremental projects. Hence Froehle & Roth’s (2007) 

argument on constant feedback and feed-forward loops did not match with the incremental 

innovations studied here. These differences are portrayed in the following exhibit. 
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Exhibit 82: Observed Innovation Processes 

 

With these findings on the differentiated nature of the innovation process depending on the degree 

of newness of the underlying innovation, further refinement of existing innovation process models 

in literature become possible. To date, many process models have been presented which do not take 

into consideration their potential differentiated nature when applied to either radical or incremental 

innovation. In fact, process models such as the ones by Alam & Perry (2002) or Froehle & Roth 

(2007) do not discuss their models with respect to radical or incremental innovation. While Froehle 

& Roth’s (2007) model fitted both incremental and radical projects in terms of the process-inherent 

activities, its cycling pattern could only be observed during the radical projects. During the 

incremental projects, a rather linear process was observed. This differing pattern of the innovation 

process hence has to be taken into consideration when applying Froehle & Roth’s (2007) process 

model to service innovations which differ in their respective degree of newness.  

 

Regarding the relationship of ACAP with the innovation process, findings suggest that the 

innovation output was highest when the innovation process and the ACAP process were 

synchronized. This was observed to be the case in the successful cases while a lagging ACAP 

process was observed in the struggling radical project. Thereby it was not important as to whether 

incremental or radical project were observed. In both innovation categories it was important that 
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during the early stages of the innovation process also the initial stages of the ACAP process were 

conducted and so forth. Yet, what differentiated radical from incremental projects was the number 

of iterations of the ACAP and innovation process. In both successful radical projects, ACAP and 

innovation processes iterated several times in parallel in order to respond to novel insights and 

changes in the respective environments.  

 

This was not observed in the incremental projects to the same extent. Some iterations of the ACAP 

process were observed, too, yet these were not accompanied by iterations of the innovation process 

itself. Reasons for this lay in the lack of novelty of the absorbed information during the later phases 

of the innovation projects. For example, during late phases of the innovation projects, again 

customer feedback was acquired in order to assure that the service concept would fit the customers’ 

needs. These iterations did, however not result in the need to iterate the general innovation process. 

Reasons could be found in the fact that the information which was obtained during these later 

phases of the project did not contain information which would have necessitated making changes to 

the already defined service concept. For example, during the OnlineBusiness project, constantly 

customer needs were monitored. These, however, did not change over the course of the innovation 

project, and hence did not cause changes to the innovation project. Hence, while iterations of the 

ACAP process can trigger iterations of the whole innovation project, as was observed in the radical 

projects where novel market trends made repeated changes to the service design necessary, ACAP 

iterations may also result in information which does not have consequences for the general 

innovation process.  

 

These findings offer several novel insights as to how the relationship between the ACAP and the 

general innovation process functions and hence illuminates the process of ACAP as was called for 

by Lane et al. (2006). Most prevalent was the observation that the ACAP process in general 

paralleled the innovation process. Any lagging behind of the ACAP process did result in errors and 

necessary re-work at the level of the general innovation outcome. In addition, however, the ACAP 

process iterated sometimes more often than the general innovation process. This meant that not 

always the absorption results influenced the conduct of the innovation project, but were rather 

performed in order to assure that the innovation process was on the right track. Such iterations 

during incremental innovation were – however – only observed for the absorption of market 

information. The absorption of technical information was not repeated in the observed cases. Hence 

overall, while for radical projects both the innovation and the ACAP processes iterated several 

times both regarding market and technical information, during the incremental projects, a linear 
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development process was observed which was accompanied by mostly linear ACAP processes 

which – for market information – were iterated again towards the end of the process, yet without 

resulting in any consequences for the general conduct of the innovation process. Hence, during 

radical innovation the via the ACAP process absorbed external technical and market information 

was highly novel and hence necessitated changes made to the basic service concept. In incremental 

innovation, in turn, repeatedly new market information was absorbed, the content of remained 

however relatively stable and hence did not cause any iterations to be made to the general 

development process. This insight fits with the general differences between radical and incremental 

innovation as was identified e.g. by DeBrentani (2001) or Avlonitis et al. (2001). De Brentani 

(2001) argues that “a well-planned NSD process can provide important benefits, particularly when 

developing incremental new service offerings” (DeBrentani, 2001: 182). This supports the here 

identified notion of the more stable and linear nature of both the general innovation process and the 

lower frequency of ACAP-iterations during incremental innovations. The following exhibit 

visualizes the synchronized innovation and absorption processes for both incremental and radical 

innovation, as was observed in the successful cases. 
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Exhibit 83: ACAP and Innovation Process Relationship 
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8.2 Facilitators and Inhibitors of the Absorption Process for Radical and 

Incremental Service Innovation 

In the data analysis, several factors were investigated which were either found to influence 

absorptive capacity in earlier empirical studies, or which emerged from the data as having 

influenced the external learning activities in the different innovation projects.  

 

Power relations to internal and external actors were identified in the data as having played an 

important role in freeing up internal resources for absorbing novel technical and market knowledge. 

In addition, these also supported the decision on which trend outside the firm to focus on in order to 

direct the external learning activities in the direction required for the development activities. In this 

case, mostly internal actors, such as the head of innovation management at BBVA, or the board of 

directors at BankPro, engaged in decision making activities in order to ensure that internal resources 

in the form of personal and financial resources were committed to the innovation projects. This did 

not differ across successful radical and incremental innovation projects, supporting the conceptual 

argument put forward by Todorova & Durisin (2007). These authors conceptualised that powerful 

actors influenced a firm’s ability to absorb external information by either granting or denying 

resources for these activities based on their preferred goals, in line with the work published by 

Easterby-Smith et al. (2008). Furthermore, they argue that in particular the transformation or 

assimilation of external information was influenced by these actors. In the data, a more general 

influence was observed, as internal power was used to influence the focus of recognition and 

acquisition as well as the resources for subsequent phases of the absorption process.  

 

In addition, Todorova & Durisin (2007) argue that external power relations are particularly present 

in the form of powerful customers influencing the development activities of the absorbing firm in 

order to fit their needs. In our data, however, external power relations were only observed to be 

present at BankPro where an overarching association of retail banks affiliated to BankPro used their 

position in order to make their members aware of the importance and opportunities lying in the 

envisaged regulatory changes. Hence, this association influenced the absorption activities for the 

radical Wohnriester project. However, powerful business customers influenced the absorption of 

external information in BankPro’s incremental project. In this case, major customers demanded that 

BankPro develop new features for their online banking which the business customers of BankPro 

would subsequently integrate into their respective online banking applications. Due to this, BankPro 

engaged with its internal experts to search for, acquire and apply relevant external information in 
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order to respond to the need issued by its business clients. Consequently, with these findings 

Todorova & Durisin’s (2007) conceptual propositions about the influence of customers on the 

absorption process did not apply in every case and were, in part, moderated by the degree of 

newness of the underlying innovation for which information was absorbed. 

 

Further, the mindset of the organization members involved in the absorption and development 

activities was identified as an important facilitator for absorption during radical innovations. 

Organization members needed to be open to external information and to be aware of the novel and 

radical nature of the underlying innovation in order to accept that new external information was 

required which would be different from their existing expertise sets. Serious external learning only 

took place with this openness and was observed to be obstructed when such an awareness of the 

novelty of the project did not exist. In incremental innovations this was not observed to be 

necessary, as less distant information needed to be absorbed.  

 

Evidence from the case studies presented here is supported by Todorova & Durisin’s (2007) 

conceptual argument that such change in the mindsets of organization members is necessary in 

order to become capable of transforming external information which is distant to the existing 

knowledge base of the organization. Indeed, data revealed that, due to a lack of such change in the 

mindsets of the organization members, no need was identified to adapt the organization in order to 

make it capable of  exploiting the novel information inside the organization. In contrast, due to the 

awareness of the distance and the corresponding need to learn about new technical options, the two 

successful organizations managed to transform themselves in order to better understand and apply 

the novel information needed for their radical innovation projects. Thus, with the identification of 

the facilitating or inhibiting role of the organization members’ mindsets, Todorova & Durisin’s 

(2007) conceptual work is buttressed with first empirical insights into absorption during radical 

innovation projects.  

 

Further, Cohen & Levinthal’s (1990) argument concerning the problematic effect of resistance to 

new external information by organization members is also further detailed, as data suggests that in 

order to accept external information, the degree of newness and the resulting distance of the 

envisaged radical innovation to existing services first had to be made clear to internal staff. Once 

this awareness had been created, new external information was valued and staff were willing to 

adapt themselves to the new input.  
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In addition to the emergence of the important role of the above discussed factors, the findings on the 

partial overlap of the internal expertise areas, i.e. cross-boundary expertise, as well as the need to 

provide experts with the opportunity of sharing newly gained insights via social integration 

mechanisms was identified as supporting existing findings in absorptive capacity literature. Zahra 

& George (2002) argue that formal and informal possibilities to share knowledge among 

organization members supported the absorption activities of a firm. Cross-boundary expertise was 

also identified in the cases studied here as having facilitated the absorption of external information 

in radical innovations. In incremental innovations, acquired information was also shared among 

organization members, yet the frequency and intensity of sharing was reduced which made formal 

and informal ways of sharing the reduced amount of external information less relevant to the overall 

absorption and subsequent innovation activities. In a similar vein, the findings about the importance 

of internal experts in maintaining a general understanding of related expertise areas in order to 

improve collaboration and increase awareness of the relevance of certain information for other 

internal organization members, was identified to be important to absorption in both radical and 

incremental projects.  

 

It is, however, important to consider that a potential overlap of expertise areas may also be harmful. 

As Cohen & Levinthal (1990) already mentioned, too much overlap may lead to an overly inward 

looking organization as internal experts share the same language and feel more comfortable when 

dealing with the internally available knowledge. On the other hand, too much overlap may impede 

the openness towards externally available information. “In the limit, an internal language, coding 

scheme, or, more generally, any particular body of expertise could become sufficiently overlapping 

and specialized that it impedes the incorporation of outside knowledge and results in the pathology 

of the not-invented-here (NIH) syndrome.” (Cohen & Levinthal, 1990:133) One way to deal with 

this potential trade-off,  according to these authors, is to maintain a high degree of variety of 

internal expertise areas as, in this case, overlaps may not impede but even support overall 

absorptive capacity, since novel linkages across diverse knowledge domains are possible. At the 

different organizations, knowledge overlaps, especially between general project management staff 

and legal, technical and marketing domains, was observed. In addition, experts from law, 

technology, or marketing had some basic understanding of the other mentioned areas and could thus 

interact more easily with these key players in the absorption process. During the radical projects, 

the degree of overlap remained at a basic level at which it sufficed to understand each other and 

identify the need to involve the other areas, where needed. Cohen & Levinthal’s (1990) 

conceptualisation of the relationship between too high degrees of overlap of expertise areas inside 
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the firm and the potential consequence of internal staff resisting externally available information 

(not-invented-here syndrome) is hence also supported. During the incremental projects, however, 

the overlap of expertise areas was increased, resulting from the fact that similar project members 

had already collaborated in similar projects in the past, supporting March’s (1990) argument on the 

proximity and routine nature of learning during incremental or exploitative innovations. 

 

In the data, in addition to the other presented factors facilitating or inhibiting the absorption process 

for service innovation, the existing prior knowledge base of the case study organizations 

constituted a substantial element in the absorption of both market and technical information. As 

several authors argued in the field of knowledge management and organizational learning, 

important knowledge types constituted the know-how existing in the firm, and knowing about it 

(Jensen et al., 2007; Bierly et al., 2000; Grant, 1996). Know how thereby tends to be more implicit 

and is reflected in the organization members’ expertise (Starbuck, 1992), while knowing about 

something is regarded as being of a more explicit nature (Grant, 1996), such as benefitting from 

previously collected technical, customer or market data.  

 

It crystallised during the cross-case analysis of incremental and radical innovation projects that the 

nature of relevant prior knowledge differed across these projects: Absorption of external 

information benefitted differently from different prior knowledge inside the same organization. 

More specifically, during radical innovation, it was observed that the innovation project expertise of 

the organization members who were involved in prior innovation projects in the past supported the 

absorption of new external information, as employees were aware of the information needs of other 

involved departments or could anticipate future information needs more easily due to their 

knowledge about next steps in the development process. In the incremental projects, a reliance on 

concrete information stored in the company’s databases was rather observed to be highly present. In 

the incremental projects, customer databases or prior technical expertise were used in order to 

interpret new information influx about customer needs, or new technical options. 

 

However, data also showed that explicit information was also needed in radical innovation, whereas 

in incremental innovations, similarly, absorption also benefitted from the implicit expertise of the 

involved organization members. In the data analysis, however, the relevance of experiential 

knowledge to radical innovation was identified as higher than for incremental innovation, and vice 

versa, in incremental innovations more use of concrete stored information was used for absorbing 

new information than was the case in the absorption during radical innovation. 



Theoretical Contribution 361

 

While Cohen & Levinthal (1990) already mentioned that not only codified prior knowledge is 

important to absorb new information, Jensen et al. (2007) present findings on the beneficial role of 

both codified and experiential knowledge in innovation, without taking the degree of newness into 

consideration. Although one type of information may be more important depending on the 

innovation context in which new information is absorbed, both types of prior knowledge need to be 

present in the organization in order to facilitate external learning. Hence, data from these case 

studies adds further insights into how organizations should balance various sets of prior knowledge 

for absorption during radical or incremental innovation projects. 

 

Besides the gained insights concerning the various types of prior knowledge needed for absorption 

in different innovation contexts, the breadth of the knowledge base also has to be considered 

(Lichtenthaler, 2009). As crystallised in the analyses of the “Cross-Boundary Expertise” and 

“Social Integration Mechanisms” factors, the observed organizations incorporated a relatively large 

breadth of internal expertise areas, yet in one case, these areas were not properly interconnected, 

leading to reduced absorption of external technical information. Hence, while the breadth of internal 

expertise existed in all organizations, what differentiated the successful cases from the struggling 

case was how well these broad areas were connected among each other and to the absorption 

activities. Yet, while Lichtenthaler (2009) argued in favour of a general benevolence of broad prior 

knowledge bases of absorbing firms, the facilitating effect of such breadth was particularly visible 

in the radical projects. For example, during the tucuentas project, the absorption of technical 

information benefitted from the broad expertise in technology scouting and consulting departments, 

as BBVA supported experimentation with novel technologies within specialised departments of 

their innovation centre. 

 

Related to the facilitating role of different types of prior knowledge for the absorption process, the 

firm size of the case study organizations impacted on the absorption activities, too. “Absorptive 

capacity is positively related to innovation and performance, and it has significant and positive 

correlations with firm size…” (Lichtenthaler, 2009: 835), as “larger firms usually have larger 

knowledge bases” (Lichtenthaler, 2009: 831). Indeed, it was observed that the larger firms in the 

cross-case analysis had more internal expertise and maintained broader expertise areas than the 

medium sized organization. This facilitated the first phases of the absorption process during radical 

and incremental innovation projects. Yet, interestingly, at least during the later phases of the 

absorption process during radical innovation, the large firm size no longer acted as a facilitator, 
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with increasing firm size more effort had to be placed in implementing the gained insights in the 

development activities. Reasons for this could be found in high degrees of formalisation (Tushman 

& O’Reilly, 1996) found in large organizations. In fact, notwithstanding the struggling 

characteristics of the Inno-Card innovation at BankXY, this firm was considerably smaller than the 

other two organizations and showed lower degrees of formalisation of the work routines and 

decisions making procedures which supported the implementation of the gained insights in the 

organization.  

 

While Lichtenthaler (2009) found that firm size is positively related to all process phases of 

absorptive capacity, his measurement of the application phase of absorptive capacity contains eight 

survey items, of which only one enquires about the ease with which newly acquired information is 

applied in product development. Hence, future research needs to clarify the impact of organization 

size on the different phases of absorptive capacity. Furthermore, Lichtenthaler’s (2009) finding on 

the generally beneficial role of firm size on absorption may have been caused by the lack of 

consideration of differentiating between absorption during incremental and radical innovation. Due 

to this omission, no direct comparison of these findings with the here presented insights is possible. 

 

Likewise, as the absorption process was influenced by the nature of the prior knowledge in the firm, 

the nature of the external information was also identified as having influenced the ease with 

which its absorption could be conducted. At the same time the ambiguity of the externally sourced 

information necessitated extra internal time and personnel resources to be invested in the 

acquisition, transformation and application of such information. As Van de Ven et al., (2008) 

argued, ambiguity is a commonly found characteristic during innovation. The authors continue by 

arguing that due to ambiguity and the uncertainty regarding the innovation tasks resulting, in part, 

from this , dynamic and nonlinear approaches may be more appropriate than following a linear, 

stage-gate process of innovation. This was also observed in the case organizations where high 

degrees of ambiguity existed. In these situations observed in the radical innovation projects, 

absorption was performed with an increased number of iterations as well as overlaps between the 

individual absorption phases.  

 

This nonlinear and dynamic approach was necessary in order to become capable of using the 

ambiguous and uncertain information for the development activities. Through this approach, the 

ambiguity could be partly reduced, as more and more relevant information could be acquired and 

transformed which facilitated understanding and reduced the uncertain character of the external 
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information. The overlaps also helped to make sense of the ambiguous information through ongoing 

discussions and exchange of interpretations among the experts searching for new information and 

those applying it in the development of the new service.  

 

This sensemaking activity (Weick, 1993) was consequently the result of high degrees of ambiguity 

in the externally sourced information and, due to the extra effort necessary to understand such 

information, high degrees of ambiguity inhibited efficient absorption.Ambiguity was, however, only 

high in radical projects, consistent with main stream theory on organizational learning (e.g. March, 

1991). In incremental projects, information did not pose as many challenges regarding correct 

interpretation as was the case in the radical projects. This was due to the lower level of novelty of 

the external information. In the observed cases, the information needed had either already been 

established in practice or, in the case of customer feedback, did not leave much space for different 

interpretation.  

 

Further, while the ease of learning should decrease with high levels of complexity, (Lane et al., 

2006), case study data indicates that relatively high levels of complexity were not observed as 

having inhibited absorption. The case analyses revealed that in all innovation projects the sourced 

information was characterised as having  similarly high degrees of complexity. The technical 

information comprised complex algorithms or software technology, whereas market information 

contained many characteristics which needed to be analysed together in order to arrive at an 

interpretation of its meaning. It seemed that the organization members were used to dealing with 

such levels of complexity. As a result, no inhibiting influence of high degrees of complexity was 

identified in the data. This may, however, be due to the fact that absorption activities were only 

observed in the retail banking sector. 

 

Finally, besides the complexity and ambiguity of the externally sourced information, its implicit or 

explicit character (Starbuck, 1992) was observed to influence the ease with which the absorption 

process could be conducted. In more detail, in radical projects, information was frequently sourced 

from other partner organizations which possessed expert knowledge about specific, mostly 

technical, domains. Such knowledge could not be easily transferred, as it was not codified in 

documents or databases, but rather resided within the expertise areas of the employees of the partner 

firm, which is in line with the arguments put forward by Lane & Lubatkin (1998). Such an implicit 

character demanded a more interactive (Lane & Lubatkin, 1998) learning approach, which 
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increased the overall effort to learn this new knowledge. In contrast, explicit, codified knowledge 

was absorbed with more ease, assuming similar degrees of complexity and ambiguity involved.  

The degree of explicitness of information varied in radical and incremental projects. In the radical 

projects, it tended to be more implicit, while in incremental projects a rather explicit nature of the 

external information was identified.  

 

Interestingly, the information sourced from customers showed relatively high degrees of 

implicitness. In both incremental and radical projects, market information was frequently sourced 

by asking customers directly for their feedback and underlying needs. As the case study firms were 

searching for underlying needs and more sophisticated feedback on their service concepts at later 

points in time, collection of this information was conducted by way of open questions, focus 

groups, and, in part, observations, as customers could not deliver the information needed by the 

case study firms at once. Instead, market research experts within the case organizations analysed the 

responses and observations and translated them into codified information to be used for the 

innovation activities. Hence, in all projects implicit information needed to be made explicit which 

demanded a similar work load in the incremental and radical innovation projects. As argued by von 

Hippel (1994) and continued by von Hippel and Oliveira (2009) in current research: “First, novel 

functionality involves a significant amount of need information, and users generally understand 

their needs better than do producers. After all, need information originates with users, and there is 

often a significant cost involved in transferring that information to producers – the information is 

often ‘sticky’….” (Von Hippel & Oliveira, 2009: 18) 

 

As regards the identified facilitating role of the network of the observed organizations to external 

partner firms, especially the quality of the relationship to the information donators and partial 

overlap of their knowledge bases with the knowledge residing within the case organizations was 

observed to be important in order to tap into information residing within these organizations. These 

characteristics of the network partners were identified as having facilitated both radical and 

incremental projects. Literature on interorganizational learning and absorptive capacity supports 

these insights, yet without looking at the influence of these factors on absorption during radical and 

incremental innovation. Lane & Lubatkin (1998) found support for their hypothesis that “the 

relevance of the student’s basic knowledge to the teacher firm’s knowledge base will be positively 

associated with interorganizational learning.” (Lane & Lubatkin, 1998: 464) In their data set 

consisting of R&D alliances in pharmaceutical and biotechnology firms, the authors revealed that 

some overlap of the knowledge base of two collaborating organizations was necessary in order to 
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allow an understanding of the new information available at the partner firm. In the data presented 

here, some overlap likewise existed between the focal firm and the information donator, as 

exemplified in the case of BBVA, where prior to the acquisition of relevant information for the 

tucuentas project, an internal technical department was established which had the primary role of 

experimenting with novel technologies. This investment in distant yet related knowledge domains 

within the bank facilitated the absorption of information from the technology partner of the 

tucuentas project, i.e. Strands.com.  

 

Likewise, at BankPro, several internal legal experts shared a basic understanding of legal domains 

in order to be able to understand the information influx from the German regulatory institution in 

relation to the Wohnriester project.Such a partial overlap of information was also observed in the 

here presented cases, not only in the incremental but also in the radical innovation projects. Due to 

this finding, it may be argued that even if distant knowledge is needed, e.g. for radical innovation, at 

least a minimal overlap between the information available at the partner organization or other 

information source is required in order to take advantage of this information. This is in concordance 

with overlaps identified between internal expertise areas of the case study firms (Cohen & 

Levinthal, 1990). There too, a basic knowledge of other domains helped experts to better 

understand the knowledge available inside the other expertise areas.  

 

The identified facilitating role of the high quality of relationships between the absorbing and the 

donating network partners is a well known factor in current absorptive capacity literature (Lane et 

al., 2006). Yet debate has emerged regarding its facilitating role,  as  the insignificance of trust for 

learning has recently been identified (Lane et al., 2001). While this study is limited in terms of the 

number of cases studied, data has confirmed that the observed “expectation that the partner will act 

in good faith” (Lane et al., 2001: 1157) facilitated the absorbing firms’ access to the available 

information residing in the partner firm. Hence, at least in the cases studied here, such positive 

future expectations of the partner’s plans (i.e. trust) supports the learning effort of the absorbing 

firm and hence provides some further evidence to the debate which has emerged.  

 

Finally, the existence of several sources for the absorption of, in particular, technical information 

was observed to further facilitate absorption of technical information. In all cases, several sources 

were used in the firms’ attempts to understand new technical information. In literature, the positive 

effect of investing in increased technological networking has been identified as a facilitator for 

external learning (Pennings & Harianto, 1992). Indeed, in the case data, inputs from various 
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network sources were used to find answers to different areas of the same information need, hence 

facilitating the absorption of more complete information. At BankPro, for example, large amounts 

of information concerning the regulatory change were sourced from the regulatory bodies, yet 

information on how to apply such information was, in part, being sourced from affiliated 

organizations to which internal experts had personal relationships.Sourcing information for the 

same purpose from different sources thus increased external learning. This was, however, only 

possible due to the high connectedness of the studied organizations. Without such linkages, gaps in 

the sourced information would have hampered the timely transformation and application which 

could have delayed the whole innovation project. Hence, besides the quality of relations and the 

basic overlap among the different knowledge sources, the breadth of connections also facilitated the 

absorption of external information (Pennings & Harianto, 1992).  

 

Regarding the differences in these facilitating characteristics of the network dimensions of 

absorptive capacity between radical and incremental innovation, it was observed that the quality of 

the relationship to the external information donator facilitated absorption during both radical and 

incremental innovation, yet was of less relevance to incremental innovation as less information was 

sourced from external networking partners. In particular, the breadth of the network was not 

observed to have facilitated absorption during incremental innovation projects. Most of the external 

information needed was readily available in the market and did not have to be combined with 

different “bits of information” from multiple sources. In addition, the overlap of the external 

information and the internal knowledge base was larger with the incremental innovations, as the 

topics dealt with were more familiar to the internal experts. This concurs with the general notion of 

rather exploitative learning activities during incremental innovation, involving knowledge areas 

which are usually relatively close to the existing experience of the focal firm (He & Wong, 2004).  

 

Finally, as data on the absorption activities was collected in a sector rarely studied in previous 

absorptive capacity literature, the potential influence of the distinct context for protecting services 

developed in the banking industry was studied. As  already pointed out in service innovation 

literature, one relevant difference between product and service innovation constitutes the lack of 

intellectual property protection options for novel services (Miles, 2006). In more detail, while for 

technological innovations patents can be used to protect, at least in part, the costly development of a 

new product against direct imitation, in the case of services, such copying of newly developed 

services cannot be avoided by means of intellectual property rights mechanisms. As identified in the 

data, the reactions of the studied banks to this idiosyncratic challenge differed depending on 
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whether the innovation was based on general change in the industry’s characteristics, or whether the 

innovation was idiosyncratic to a single firm. In the case of BankPro, where a general change in the 

bank’s environment triggered the development of a new service, similar responses were expected by 

other industries’ incumbents, whereas in the case of BBVA, an idiosyncratic investment in 

technology reduced the likelihood of early imitation by BBVA’s competitors. Due to this 

difference, BBVA already opened its service development prior to the market launch in order to 

obtain concrete feedback from its top customers, while BankPro refrained from doing this, and 

waived the opportunity of obtaining pre-market launch feedback.  

 

These different behaviours may be explained by the fact that BankPro invested heavily in 

identifying the optimal logic for responding to the legal change with an optimally designed financial 

offering, while BBVA invested in technology which needed to be implemented in the organization 

in order to make the novel service work. This led to the fact that, although investments were high 

and idiosyncratic to both organizations, the identification of the optimum logic for the new service 

could easily be imitated by competitors, while the design and implementation of technology by 

BBVA could not be as easily imitated by competitors. The latter pertains to the fact that the 

competitors would also need to implement the necessary technology in their organizations, whereas 

this would not have been necessary in order to imitate BankPro’s service. Hence, the degree to 

which the absorbed technical information was embedded in a context-specific way (Polanyi, 1966) 

increased the difficulty with which the newly developed service could be easily imitated by the 

bank’s competitors, which goes in line with the arguments raised by Prahalad & Hamel (1990). The 

more the tacitness regarding the technical elements of the newly developed service increased, the 

more relevant market knowledge was absorbed. This was due to the fact that the threat of losing 

first mover advantages as a result of a premature leak of valuable information about the 

characteristics of the new service was reduced by exposing the service concept to customer’s 

feedback.  

 

Overall, the processes for absorbing market and technical information, as well as several factors 

influencing the absorption activities have been identified and discussed in the above. The following 

exhibits summarize these findings and provide an overview of the main findings. 
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Absorptive Capacity and Radical Service Innovation
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Exhibit 84: Absorptive Capacity Framework for Radical Service Innovation 
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Exhibit 85: Absorptive Capacity Framework for Incremental Service Innovation 
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8.3 Emerging Insights into Related Fields of Innovation Research 

8.3.1 Ambidexterity and the Role of ACAP 

In addition to the contribution of the findings presented here regarding the process and enablers of 

absorbing external information, an additional insight gained in this study concerns the wider 

management of innovation in organizations. As already argued in the review of the literature, it is 

important for firms to develop both radical and incremental innovation (i.e. being ambidextrous) in 

order to excel in the market place (Tushman & O’Reilly, 1996; He & Wong, 2004). However, firms 

have difficulties achieving this goal as the mechanisms needed for both differ considerably (March, 

1991). On the other hand, becoming capable of developing both incremental and radical innovation 

has been shown to be possible (Bierly & Daly, 2007). How these firms achieve this, however, 

remains a question open to debate, as different strategies have been proposed in literature, i.a. 

spatial, timely, or simultaneous approaches (O’Reilly and Tushman, 1996; Adler et al., 1999; 

Gibson and Birkinshaw (2004).  

 

In the organizations presented in this case study, two developed both radical and incremental new 

services, while one organization failed to do so and struggled with a single development activity. 

From the three identified strategies for achieving ambidexterity, both successful organizations 

differed in their approaches of ambidexterity.  

 

Firstly, BankPro separated the radical from the incremental development at an early stage. As 

identified in the data, and as  already anticipated by March (1991), limited resources played an 

important role as to why in particular the radical projects did not permit other development 

activities to be present. This was due to the fact that the radical innovation in question affected the 

whole organization and demanded the dedication of considerable available resources. Affected by 

this, other development activities tended not to receive sufficient resources, necessitating their 

development at a later time, after the radical innovation had been launched in the market. In fact, as 

existing research showed, service development is not restricted to the pure design of the service 

offering, but rather spans many parts of an organization, as the process of delivering the new service 

product tends to be affected by each service product development (Gallouj, 1998), which in turn 

supports the limiting role of the firm’s available resources.  
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Secondly, BBVA succeeded in simultaneously developing radical and incremental innovation, as 

identified in the cross-case analysis. Reasons for achieving such ambidexterity were rooted in the 

availability of considerable resources due to the funding of innovation projects by the general 

innovation plan of BBVA. This plan resulted in the creation of a separate Innovation Centre staffed 

with experienced project managers and linked to financial funds dedicated to the exploration of new 

ideas. Hence, innovation at BBVA could be pursued without constraints posed through the bank’s 

daily operations. Thus, in comparison to BankPro where different resource availability was present, 

BBVA could, for example, employ specific full time project managers for each innovation project, 

and had the resources to invest in external start-up firms in order to obtain the necessary expertise 

for the development of new services. Hence two strategies for ambidexterity were observed, which 

are shown in the following exhibit. 

 

 

Exhibit 86: Potential Strategies for Ambidexterity 

 

As a result, although the patterns for ambidexterity differed between BBVA and BankPro, in 

general resource availability was crucial to both organizations in their decision to either parallel or 

iterate radical and incremental service development. Hence, March’s (1991) general caveat about 

the limiting role of resource scarcity in achieving a balance between exploration and exploitation 

has also been found here. In addition, this finding contributes to the general debate as to how the 

resource situation of an organization influences its learning capability. Hence, as both incremental 
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and radical innovation are widely regarded as outcomes of either exploratory or exploitative 

learning (He & Wong, 2004), the findings here indicate that a stronger resource position of an 

organization also led to higher capability to learn, thereby supporting Fichman and Kemerer’s 

(1997) findings, and contradicting Kraatz & Zajac’s (2001) results from a study of large 

universities. 

 

Another contribution to the literature on ambidexterity was made regarding its measurement in 

current literature. Existing studies on ambidexterity, which investigate the “simultaneous” 

achievement of radical and incremental innovations, assess ambidexterity in their mostly survey-

based instruments by asking respondents to indicate whether their organizations had succeeded in 

developing radical and incremental innovations within the last three years (e.g. Athuahene-Gima, 

2005; Bierly & Daly, 2007; He & Wong, 2004). The iteration between radical and incremental 

innovation observed at BankPro, however, took place within a period of 1.5-2 years. From a 

theoretical perspective, the observed ambidexterity would thus fall into the assessment criteria for 

“simultaneous ambidexterity”. With this gained insight, future studies should engage in more 

longitudinal studies of ambidexterity rather than finding out with the aid of retrospective survey 

instruments. By doing so, iterations in relatively short periods of time could be observed which 

would otherwise be assessed as simultaneous ambidexterity.  

 

Notwithstanding their differences regarding the simultaneous or iterative approach to developing 

incremental and radical innovations, both organizations were very successful in absorbing external 

information. As Bapuji and Crossan (2004) argue “…research suggests that external learning 

complements a firm’s internal learning and helps to avoid learning traps.” (Bapuji and Crossan, 

2004: 409). The high degree of absorptive capacity in these firms was identified as having 

facilitated their achieving the development of both incremental and radical innovation. In more 

detail, the existing knowledge and expertise inside the organizations helped to develop the 

incremental innovations, whilst the established learning process to look for external information 

served to explore new opportunities outside the existing competences and domains of the two 

organizations. The development of both radical and incremental innovations was supported in this 

way by maintaining procedures in order to benefit from exploratory ideas and concepts outside the 

boundaries of the firm. In this fashion the internally existing expertise sets and knowledge useful for 

incremental innovations yet harmful to radical innovations (Atuahene-Gima, 2005), did not 

interfere with the exploration activities needed for radical innovations (Gupta et al., 2006). This was 
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due to the fact that exploratory ideas were obtained from distant sources outside the firm and 

consequently ideas were less influenced by existing convictions based on prior internal experience.  

 

This finding adds further to current debates on ambidextrous organizations. As already pointed out 

in the discussion on ambidexterity, a debate emerged as to whether the simultaneous development 

of radical and incremental innovations constituted two opposing ends on a continuum, or whether 

these two innovation activities complemented each other (Knott, 2002, Gupta et al., 2006). The 

pattern found here, namely that one organization struggled even when only developing a radical 

innovation, and the fact that at BankPro, several resource constraints were active, necessitating the 

timely separate development of radical and incremental innovations, reveals the challenge posed if 

both types of innovation need to be developed inside one organization. Consequently, the 

perspective taken by Knott (2002), who argued that exploratory and exploitative innovation would 

complement and thus not oppose each other, could not be supported in all cases. On the contrary, 

March’s (1991) basic notion of the difficulty in achieving such duality in innovation was confirmed, 

which also opposes recent publications arguing that the difficulties in achieving ambidexterity have 

been overrated, as Bierly III and Daly (2007) stated: “…our finding of high correlation between 

exploration and exploitation suggests that firms can simultaneously pursue exploration and 

exploitation and the organizational barriers discussed in the literature appear to be exaggerated.” 

(Bierly III, Daly, 2007: 508). 

 

8.3.2 ACAP in Service Innovation vs. Product Innovation 

So far, the ACAP process and its enablers and inhibitors have been reviewed by looking closely at 

radical and incremental service innovations. However, as already mentioned in the literature review 

section, service innovation research comprises a debate as to how service innovation practices differ 

when compared to their product innovation counterparts in industries such as manufacturing 

(Tether, 2005; Droege et al., 2009). 

 

While ACAP has only been investigated here with regard to service innovation contexts, a 

comparison to existing research from the manufacturing domain may shed some further light on this 

debate. To start with, the negative influence of the lack of innovation protection mechanisms, such 

as patents, on absorption activities for those service innovations which are relatively easy to imitate 

constitutes a difference to absorption activities in product innovation. In manufacturing, firms seem 

to be less likely to refrain from external learning at the end of the development process in order to 
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protect their innovation from premature imitation. Reasons for this are grounded particularly in the 

more effective presence of intellectual property rights in the manufacturing domain, allowing 

product innovators to effectively prevent their innovation from being imitated. “Formal 

appropriability by and large depends on intellectual property (IP) laws, and certain types of open 

innovation are only possible through such IP protection.” (West, 2006: 109) Hence, one sector-

specific difference constitutes the reduced opportunities for service firms to learn from the market at 

late phases of the innovation process, as due to the lack of “hard” protection mechanisms, secrecy 

seemed to constitute a highly important protection mechanism, especially for service innovations 

which are easy to imitate. 

 

Furthermore, the interconnectedness of technical and market-oriented absorption has, to date, not 

been reported in manufacturing-oriented ACAP research (cf. Lichtenthaler, 2009). Rather than a 

potential non-significance for ACAP in manufacturing, this lack of consideration may be due to the 

fact that it could have been less apparent than in service innovation. In new service development, 

many researchers have identified that the interrelatedness of multiple parts of the organization is 

more present than would be the case for product development in manufacturing (Hipp & Grupp, 

2005). Reasons for this may be grounded in the difficult distinction between process and product 

innovation (Droege et al., 2009; Gallouj & Weinstein, 1997). In services, it is argued that 

innovations comprise both changes to the process and to the product and that these two elements 

were tightly interrelated and occurred together in service innovation (Uchupalanan, 2000). Due to 

this aspect, namely that service innovation spans multiple parts of the organization, the 

interrelatedness of market and technical absorption processes is highly apparent. However, this 

higher visibility in service innovation may not mean that market and technical absorption do not 

need to be interrelated in manufacturing. Further research is necessary in order to illuminate such an 

interconnection in other domains than service innovation. 

 

Innovation cycles constitute a final distinction between product innovation research and the 

innovation patterns identified here. In general, service innovation needs less time than product 

innovation, no matter whether incremental or radical innovation is concerned (Griffin, 1997). 

Reasons for this are grounded in the less complex prototyping phase and the reduced need to 

prepare production facilities for the new offering. In consequence, iteration between radical and 

incremental innovation took place within 1.5 to 2 years in the observed cases. In existing product 

innovation literature, longer cycles have been reported (Adler et al., 1999), which also adds a 

further distinction between product and service innovation research. 
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Yet, while such differences were identified, in general the absorption process and its enablers and 

inhibitors also showed a considerable resemblance. The absorption process consisted of similar 

phases to those identified in recent conceptual studies on the absorption process in manufacturing. 

Additionally, many enablers were identified which had also been identified during absorption for 

product innovation (cf. Lane et al., 2006).  

 

Hence, both similarities and differences between service and product innovation have been 

identified in this research. As a result of this, the synthesis stream (DeVries, 2006; Froehle & Roth, 

2007; Hollenstein, 2003) of service innovation literature is supported by these insights. Researchers 

adopting a synthesis perspective argue that although differences may exist, product and service 

innovation research should be built on a unified conceptual foundation, as similarities between these 

two domains were higher than their differences (Droege et al., 2009). In future research, the 

differences identified here are to be studied in depth for absorption activities related to product 

innovation in order to illuminate whether they may also be partially applicable to the manufacturing 

domains. For example, the identified interconnectedness of market and technical absorption may, as 

already indicated, be present in product innovation as well, but may have not been identified.  

 

8.3.3 Open Innovation 

While the main focus of this study has been to investigate activities that relate to learning from 

external sources, and hence adopted an outside-in perspective, literature on open innovation has 

recently started to discuss firms’ potential benefits of externalising internal information. 

Chesbrough (2006), in particular, argued that firms should not forego the opportunities of accessing 

information and knowledge residing outside the firm. In addition, he argues that organizations may 

benefit from externalising their internally developed innovations via an inside-out, or “out-

licensing” approach. Hence, two major information flows form the foundation for an “open 

innovation” approach: an outside-in process in which external knowledge is internalised, and an 

inside-out process in which internally developed innovations are licensed out to third parties.  

 

In the work of Chesbrough (2006), and also in other publications (Chesbrough et al., 2006), open 

innovation can be pursued by applying one or both of these two “opening-up” strategies. In the data, 

different strategies for opening up the innovation process were likewise observed. The outside-in 

process of open innovation was clearly visible in all three organizations, whether they were 
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successful or not. As a result, internal innovation benefitted from the external knowledge of 

customers, as well as from the expertise of external specialist organizations. However, an “inside-

out” approach to innovation was only observed at BBVA where both the radical and the 

incremental innovation were developed in-house, even if they were afterwards handed over, to 

different degrees, to external partners.  

 

In more detail, the tucuentas project was developed in-house with the help of Strands.com, a 

technology expert company. After purchasing a stake in this organization, this company supported 

BBVA’s internal development team in programming the novel web service. After the online 

platform was complete, BBVA gave Strands.com permission to exploit the new service in the US-

American market, where BBVA was not represented. This permission was given without any 

financial costs for Strands.com. Instead, BBVA’s goal was to benefit in the long term from the 

insights and further improvements made to the tucuentas service concept by Strands.com’s 

experiences in offering this service in the market place. Where the eConta Premium incremental 

project  was concerned, in this case internal development was performed in order to apply it outside 

BBVA’s boundaries. In particular, BBVA aimed at using this development to provide additional 

business opportunities for “eConta”, which was wholly-owned by BBVA, yet was operating 

autonomously. In this case, however, the development of the service was performed in-house, and 

the final service was then handed over to the managers of eConta.  

 

Hence overall, with the here identified differentiated patterns of how firms approach “open 

innovation” strategies, I contribute to current knowledge about open innovation practices. At 

present, literature frequently refers to optimal open innovation strategies which involve both the 

internalization of external knowledge and the externalization of internal knowledge (e.g. 

Chesbrough, 2006). Yet, as this research has shown, different degrees of maturity of the scope of an 

open innovation strategy existed. While some organizations had implemented only the first 

dimension of open innovation, i.e. the internalization of external knowledge, other organizations 

embodied already both dimensions, including the externalization of internally developed innovation 

to third party organizations. Hence, future research can take these observations into account when 

studying the open innovation framework, as these observations call for a more finegrained 

assessment of a firms open innovation management. The following exhibit visualizes the different 

degrees of open innovation.  
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Exhibit 87: Levels of Maturity of Open Innovation 
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Further, due to the fact that the concept of open innovation was created on the basis of innovations 

developed in high-tech sectors (cf. Chesbrough, 2006), where strong intellectual property 

mechanisms protect innovators in their aim to externalise their internally developed innovation, the 

open innovation patterns identified here provide additional rich insights to open innovation 

literature. As shown particularly in the case of BBVA, in service industries, in which no patent-

based licence agreements are available, internally developed innovations are also externalised to 

third parties. Yet, due to the limited trade opportunities for intellectual property in service contexts, 

the strategies for externalizing internal knowledge frequently mentioned in literature (cf. 

Chesbrough et al., 2006) were not observed. In literature, strategies such as participatory licensing, 

royalty fees generating patent pools, or the royalty-free “give-away” of licences in order to create 

industry standards (Simcoe, 2006) were not applicable to innovation in the observed service 

organizations. Instead, one-by-one relationships were created which were buttressed by 

considerable equity stake purchases on the part of the “information donator” in order to ensure that 

the externalised information was not handed to a potential future competitor.  

 

Consequently, in the observed service innovation projects, the outside-in process constituted a 

firmly institutionalised procedure of which all organizations took advantage. On the other hand, the 

inside-out process of open innovation was only practised in one organization, and there only 

following the acquisition of equity stakes in those companies to which the internally developed 

innovations were transferred. As the open innovation conceptualisations are, to a large degree, 

based upon the “tradability” of intellectual property (cf. Chesbrough, 2006), the strategies for 

externalizing internal ideas proposed in this stream of literature apply only to a limited extent. The 

lack of intellectual property rights in services in the cases studied here allowed only such 

externalisations which were highly protected by means of direct investment in the recipient 

companies. Other, more open and flexible, approaches reported by open innovation researchers did 

not seem to be applicable in this specific context. Hence, findings suggest that research on open 

innovation should start incorporating the idiosyncratic characteristics of the service industries, as 

existing theory is overly focused on the opportunities available to organizations in the industries 

that are protected by effective intellectual property rights.  

 

Moreover, insights from the “complete” open innovation approaches observed at BBVA allow for 

initial propositions concerning the influence of the degree of newness and project-based decisions 

on pursuing open innovation. As far as BBVA is concerned, data suggests that a holistic open 
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innovation approach, including both inside-out and outside-in information flows was present in both 

incremental and radical innovation projects. While Colarelli O’Connor (2006) argued that open 

innovation may be especially important to radical innovation in the context of large organizations 

(due to the incrementalism of internal development inside large organizations), BBVA also 

conducted open innovation in incremental innovation. Thus, while the usefulness of open 

innovation for radical innovation was also evident in the cases analysed here, the choice to open up 

the development process for incremental innovation as well contributes to the general applicability 

of open innovation approaches during service development. At the same time, however, complete 

open innovation was only observed to have taken place in one organization. Only the outside-in 

dimension of open innovation was present in the other organizations. This finding indicates that a 

firm may or may not choose to completely open up its innovation management, and no project by 

project decision was observed in the observed cases. This finding supports the general perception in 

literature that open innovation constitutes an organizational innovation management approach 

(Chesbrough, 2006) which is present in the overarching innovation strategy of a firm  
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9 Practical Implications 

Besides the contribution of this work to research, practical implications are also suggested to 

practitioners. In general, insights from this study indicate that if organizations want to benefit from 

externally available information, this cannot be achieved solely by acquiring this information. On 

the contrary, organizations need to invest in their own abilities inside the organization in order to 

become capable of understanding and transforming the acquired information in the course of 

incremental or radical innovation projects. Investments in the internal knowledge base and in the 

different activities of the absorption process have to be made for this purpose. Hence, while 

information is being sourced from outside the organization, this does not mean that no idiosyncratic 

investments are required for this opening up of the internal organization.  

 

As regards the actual absorption process of external information, several aspects of such activities 

also have to be considered. In particular during radical projects, both market and technical 

information needs to be sourced on an ongoing basis. While management may consider this as a 

threat to a quick “lock-in” of the desired service concept, iterations of both market and technical 

absorption are vital to the success of the radical projects since novel insights may influence the 

characteristics of the envisaged service. Hence, internal staff needs to have the necessary time and 

resources to identify and transform novel insights even when the development of the service 

concept and underlying infrastructure has already started. Management may react to this 

recommendation by developing alternative paths for certain elements of the new service. For 

example, BankPro developed alternative marketing plans in parallel, because reliable information 

about the possible clients of the service did not become available until late in the project. Due to 

this, more flexible responses to “late news” became possible. One caveat of such a strategy is 

certainly the fact that such strategies for remaining open to “new, late insights” demand 

considerable resource investments. 

 

This ongoing focus on ACAP is also reflected in the finding that the absorption process needs to 

parallel the general innovation process. As observations of successful and struggling projects 

revealed, allowing the ACAP process to lag behind the general innovation activities may cause 

increased amounts of errors and extra work, due to corrections of such errors. Hence managers need 

to put utmost care in warranting that the needed information is acquired, transformed and applied at 

the time when it is needed in the respective innovation phase.  
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While such parallelism of the absorption process and the general innovation process is also needed 

in incremental new service development, management does not need to put similar emphasis on a 

dynamic design of the absorption process, as was observed during the radical project. Indeed, 

absorption of technical information may take place only at the beginning of the project, as the used 

technology may be present already since a longer period of time and hence does not change and 

evolve with the same speed as novel technologies may. During incremental innovation it is 

nevertheless crucial, that the absorption process is being performed according the identified stages, 

notwithstanding the fact that the absorption process for incremental innovation showed a less 

sophisticated pattern, as in the radical innovation projects. Management should also take advantage 

of already existing inhouse expertise on given market / technology trends, even more than for 

radical innovation. As this research revealed, for incremental innovations, the innovating firms 

already had considerable internal expertise at hand, due to the proximity of the incremental 

innovation to the firm’s core business. The following exhibit summarizes important “to do’s” which 

managers should keep in mind regarding the absorption of external information for service 

innovation. 

 

Exhibit 88: Managing the Absorption Process: To do's 
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Besides the fact that managers have to proactively manage the process activities for absorbing 

external information, they also have to be aware of the management of a series of facilitating and 

inhibiting factors, inside and outside the firm: 

 

Managers need to consider that a capacity to absorb external information depends on the domain 

from which external information stems. In this study, especially the technical domain incorporating 

regulatory and technological information, and the market domain incorporating customer and 

competitor information, have been identified as the two most frequently observed domains. Yet, as 

revealed in this research, organizations were more familiar with acquiring market information than 

with absorbing technical information. In this field, management needs to put specific emphasis on 

raising internal awareness of potential difficulties in understanding and applying externally acquired 

information. Managers should prepare their staff for such absorption activities by means of specific 

training mechanisms, in particular in technical domains during radical innovation. These training 

mechanisms should, however, encompass several aspects: 

 

For absorption during radical innovation, employees may need to be trained in new knowledge 

domains that are unfamiliar to them. As the necessary training would be project-specific, managers 

should identify the novel technical domains that will be needed for their innovation project as early 

as possible. Depending on whether only a slightly altered or a completely new type of service is 

being developed, more distant expertise will be necessary. In addition, during radical innovation 

projects it has been revealed that training internal experts who were already knowledgeable in 

related domains was highly important in order to make these experts capable of subsequently 

transferring this new knowledge to the other project members. Accordingly, such employees who 

already have expertise in related areas should be given the opportunity to learn about these new 

domains.  

 

In addition, for radical innovation, training may be necessary to facilitate acceptance and, in turn, 

reduce potential reluctance or resistance towards novel external information. Research has shown 

that employees often appreciate external information influx, but at times may also over-appreciate 

internally developed information, resulting in what has been coined the “Not-Invented-Here” 

syndrome (Menon and Pfeffer, 2003). Managers should be especially cautious regarding planned 

radical projects, and whether the envisaged project members and the supporting departments are 

aware of the degree of newness of the upcoming project. As prior research has already shown, 

organization members will be more willing to accept change if they know about the importance of 
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the project to the whole organization (Reger et al., 1994). Hence, managers have to make sure that 

all organization members involved are aware of the novelty of the upcoming project and the 

resulting change in certain domains of their work. During incremental innovation such need for an 

open mindset was not observed to be necessary. Reasons for this lay in the proximity of the needed 

external information to the expertise areas of the internal staff.  

 

Powerful external actors can also help to create awareness of the need to introduce a service which 

is radically different from the existing service portfolio. As indicated here, external associations can 

make claims about the need for a whole industry to respond to an external change which could 

affect all firms in the respective industry. These external evaluations can raise internal acceptance to 

adapt to future changes. During incremental innovation, in addition managers should take advantage 

of the ideas lead-customers could contribute. With their help, the absorption processes can become 

more focused and hence may be managed more efficiently.  

 

Further, development staff should update each other on a frequent basis, even if they are responsible 

for very different elements of the service development. Not only did the intensity of knowledge 

sharing and the “cross-boundary expertise” of project members support the understanding and 

application of newly gathered external insights; the facilitating role of intertwined technical and 

market absorption was likewise crucial to optimal external learning. Through feedback from the 

marketers to the technicians, and vice versa, interesting insights can emerge which may result in 

searching for and finding highly relevant information and knowledge which has not been identified 

beforehand. Hence, based on the findings regarding the process and the facilitators of external 

learning, managers need to ensure that information is frequently shared among project members. 

 

Implications also apply to the management of these service innovations as regards which essential 

parts could be prematurely imitated by competitors. This held true for both, incremental and radical 

innovation projects. As the findings revealed, the lower involvement of customers in later phases of 

the service development projects was observed because vital elements could easily have been 

copied by rival firms. The identified rationales were that, by involving customers prior to market 

introduction, competitors would learn about the innovation sooner, reducing the benefits that the 

innovator could subsequently derive from the new development. While such threats cannot be 

eliminated, managers could take into consideration that pre-market tests can be conducted in 

confidential ways, reducing the “leaking” of information to competitors. The term “Lead Users” 

introduced by von Hippel (1994) in business-to-business contexts can be applied here, with selected 
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“best practice” customers serving as a rich source of feedback in later stages of development. As 

these lead users may be only limited in number, it may be possible to keep the testing of a novel 

service confidential.  Whenever new services are developed that aim at end customers, one of the 

strategies to avoid this threat, at least partially, could be to limit testing to “family and friends”, or 

to make the test version of the new service only available to a limited number of selected users.  

 

In addition, in particular where technical information absorption is concerned, managers should take 

into consideration the type of relationship maintained to external technology partners or knowledge 

donators. In the observed cases of sourcing technical information, connections to these technology 

expert firms were based on either long term relationships or by having acquired a minority or 

majority stake in the company. Hence, in all technical absorption activities, no mere contracting of 

an identified expert organization was observed. This indicates that managers should consider these 

findings and look for long term relationships with promising technology expert organizations. This 

can facilitate overall trust and may lead to information being transferred more effectively, as both 

parties have developed experience in working together due to the long term collaboration.  

 

This long term focus of potential relationships with technology partners may also help manage the 

absorption of technical information in relation to arising difficulties if the needed knowledge can 

not be easily shared. This may be the case if specific expertise and know-how is necessary which 

cannot be transferred by means of codified documents or databases. In such cases, absorption will 

be even more challenging, demanding close collaboration and exchange between the external expert 

company and the absorbing organization. The required intensity of knowledge transfer due to the 

implicit aspects of the information needed may be facilitated if long term relationships exist 

between the knowledge exchange partners. These long term relationships need to be managed with 

care also during incremental innovation, as also here it was observed that the bulk of external 

information was sourced from other firms, rather than from freely available sources. The following 

exhibit summarizes important “to do’s” which manager should bear regarding the facilitating and 

inhibiting factors for absorbin external information during incremental or radical service innovation. 
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Exhibit 89: Managing the Facilitators / Inhibitors for Successful Absorption: To do's 

 

If practitioners consider the practical implications of the research discussed here, absorption of 

external information may be improved which can subsequently have a positive influence on the 

success of incremental and, in particular, radical service innovation projects.  
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10 Future Research & Concluding Remarks 

The research presented here has provided in-depth insights into how organizations absorb external 

information whilst innovating in services, and several identified aspects merit future research.  

 

The findings provided here are based on qualitative research, limiting its generalisability to 

organizations other than those investigated (Yin, 2003), although several findings have been 

identified in all organizations and projects observed in this study. Future research could embark 

upon testing the presented findings with the aid of quantitative methodologies. In particular, these 

studies should involve not only service organizations, but should include a variegated  assortment of 

organizations from multiple sectors. By introducing more variety, the here presented theoretical 

contributions could be tested concerning their applicability both outside financial services as well as 

outside the service sector.  

 

In addition, future studies could compare whether the absorption process and its facilitators and 

inhibitors differ across cultures. Whilst in this study no explicit comparison of national cultures has 

been conducted, the similarities in absorption identified via pattern matching across the Spanish and 

German retail banks studied here indicates that the differences may only be limited, although 

further studies are needed. 

 

Furthermore, future research opportunities emerge concerning the findings of the absorption 

process,. First, more studies should investigate the identified differences in the absorption phases 

for technical information during incremental and radical innovation. As revealed, no internal 

transformation was present in incremental innovation , contrary to the absorption process for radical 

innovation. In addition, future studies need to look into the differences in the dynamic pursuit of the 

processes, particularly during radical innovation. Future research could quantitatively investigate 

whether a parallel or a consecutive pursuit of ACAP process stages contributes most towards 

learning and subsequent radical innovation success. Additionally, it is important to learn more about 

the double focus (internal and external transformation) within the transformation stage of ACAP.  

 

The here studied absorption of both technical and market information also merits further 

investigation. Especially the lack of internal transformation during market information absorption as 

well as the beneficial role of constant interaction between market and technical absorption call for 

further attention, as current studies have been overly focussed on purely technical information 
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absorption. Hence, by including the market information dimension of a firm’s absorptive capacity 

in future investigations, this may add further to a more holistic understanding of the firm’s ability to 

learn from external sources. 

 

Additionally, future studies are required to advance our understanding of the enablers for absorptive 

capacity. Particularly Todorova and Durisin (2007), and more recently Easterby-Smith et al., 

(2008), have started to illuminate the role of power during absorption processes. Further evidence 

for its importance has been presented in the form of the support for the important role of power 

relations during absorption identified in this study.  Notwithstanding these insights, we still need to 

know more about how the concept of power influences the adaptation of the internal knowledge 

base, the translation of the external information, as well as the parallel pursuit of the absorption 

phases in organizations.  

 

In addition, the relevance of other emerged factors to a wider array of organizations necessitates 

further investigation. For example, the identified role of an open mindset of the innovation project 

members has not yet been further investigated empirically in relation with a firm’s ability to absorb 

external market and technical information. Yet, the successful radical and, in particular, the 

struggling case revealed that project members need to be open to new information influx and aware 

of the underlying newness of the innovation project. Without such a mindset, the absorption of 

external information was hampered. However, as this relationship emerged in the different cases in 

this research and has, to the researchers’ knowledge, not been empirically investigated in relation to 

ACAP, further insights are necessary in order to corroborate this emerged relationship. 

 

Moreover, the emerging factors on open innovation and ambidexterity call for more attention in 

future research. To start with the findings on ambidexterity, as discussed earlier, one case study firm 

developed both radical and incremental innovations by timely iterating between incremental and 

radical innovation projects. While similar findings exist in literature (Adler et al., 1999), the 

identified time window for one iteration seems worth investigating in more detail. As already 

described elsewhere in this paper, existing research on ambidexterity has defined simultaneous 

ambidexterity, i.e. the parallel development of both incremental and radical innovation by granting 

a three-year period to firms in which they could develop these two innovation types (e.g. He & 

Wong, 2004). However, this does not mean that firms could not still timely iterate between 

incremental and radical innovation within this three-year period. As the insights provided in this 

thesis  show, at least the here studied retail bank was able to iterate between incremental and radical 
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within a two-year period. Hence, previous definitions of “simultaneous” ambidexterity may be 

flawed, necessitating more research into the question of how fast firms can iterate between radical 

and incremental innovation. Future studies could therefore reveal whether the frequently applied 

“three-year” time window for assessing simultaneous ambidexterity is appropriate, or whether it 

should be shortened. In fact, as service innovations are being developed in a shorter time than 

product innovations (Griffin, 1997), the study of ambidextrous innovators could benefit from a 

more fine-grained analysis of the potential differences between product and service innovations.  

 

Further, research into topics related to the widely discussed “open innovation” approach 

(Chesbrough, 2006) may help to advance our understanding of innovation. As identified by 

Chesbrough (2006), firms not only absorb external information, but they can also externalise 

internally held information via licensing, spin-outs or other kinds of inter-firm collaborations. While 

in this research such externalisation of internal information has only been identified in one case 

study organization, no sufficient evidence could be presented which would have allowed for in-

depth analyses of the second process of open innovation (the externalisation of internally held 

information). Future studies could shed more light on this process. Reasons for this need are 

grounded in the fact that open innovation literature, like ACAP literature, has itself been conducted 

with a patent-oriented R&D context in mind. This becomes evident in the high presence of R&D 

and patent-oriented elements in the open innovation concept (cf. Chesbrough et al., 2006). 

 

In particular because open innovation has strong intellectual property rights as one of its conceptual 

foundations (cf. West, 2006), in order to allow for a free trade of knowledge and innovations across 

organizations, the weakness of the intellectual property rights in service industries may constitute a 

rich opportunity for future research. As the externalisation of internal ideas at BBVA was always 

performed by purchasing a significant equity stake in the receiving company, the “free market for 

ideas” proclaimed by open innovation may be a difficult goal to achieve in services, considering the 

lack of protection possibilities for the costly development of service concepts (Miles, 2006). Future 

research would therefore need to consider what other externalisation strategies could look like. 

 

In conclusion, based on the identified need for more insight into the external learning process in 

services, the aim of this thesis was to enhance understanding of the factors and procedures needed 

to successfully absorb external knowledge during radical and incremental service innovations. In 

order to achieve this, not only a thorough presentation of the theoretical foundations of already 

existing research has been presented, but also rich insight in each observed innovation project has 
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been provided. By means of the subsequent analysis, cross-case patterns were identified which 

permitted relevant and novel contributions to literature on service innovation and absorptive 

capacity. 

 

The primary contribution of this thesis constituted the identification of an ACAP process model 

which takes into consideration the idiosyncracies of radical and incremental service innovation. 

Further the identified ACAP process was analysed regarding its relation to the general innovation 

process, where the importance of a parallel, aligned flow of both the innovation and the absorption 

process was identified. Finally, it crystallized that this identified process model is influenced by a 

number of internal and external facilitators and inhibitors. In consequence, with this thesis a holistic 

account of successful external learning activities in radical and incremental service innovation was 

provided.  

 

Due to the fact of having presented a study on absorptive capacity in services which was based 

upon qualitative data, this allowed for the identification of a much richer understanding of the 

phenomenon than was available before. The in-depth study of single innovation projects allowed for 

the identification of a much more dynamic model of absorbing external information than was 

reflected in current research. Also, the inclusion of both successful and struggling case examples 

strengthened overall findings. In addition it crystallized that absorbing external information during 

innovation projects can fail and may negatively affect the overall innovation outcome. Hence, 

absorbing external information during service innovation needs utmost managerial attention. 

 

Thereby, the research also allowed for novel insights as to how theory which originally stemmed 

from research in sectors such as biotechnology and manufacturing can be transferred to a service 

context. Among others, the identified differences regarding the role of intellectual property rights 

for absorbing external information and its impact on open innovation management in services may 

develop into promising future research opportunities. Reasons for this are grounded in the fact that 

mechanisms for the protection of innovations occupy center stage in the research strands on 

absorptive capacity and open innovation management. Yet, besides such differences in the 

management of innovation in manufacturing or service industries, the here identified absorption 

process showed several parallels to models on absorptive capacity from manufacturing. Further, the 

identified differences may also be present outside the service domain, if being included for scrutiny 

in future research. Hence, research on innovation may benefit from being studied in a synthesized 
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rather than – as to present – a separate fashion. Idiosyncracies identified in the service innovation 

domain may sparkle new insights in product innovation, and vice versa.  
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12 ANNEX 

 

12.1 Scientific Output of the PhD thesis: 

 

12.1.1 Scientific Conferences:  

 

Dröge, H. and Ramis-Pujol, J. 2009.: Innovation in services: A comparative study of external 

learning processes in incremental and radical service innovation. 18
th

 Frontiers in Service 

Conference, Honolulu, USA 

 

Dröge, H., Ramis-Pujol, J. and Hildebrand, D. 2009. Absorptive capacity in service innovation. 25
th 

EGOS Colloquium, Barcelona, Spain. 

 

Dröge, H. and Hildebrand, D. 2009. Exploring patterns of absorptive capacity in ambidextrous 

organizations. Academy of Management Meeting, Chicago, USA 

 

Dröge, H. and Hildebrand, D. 2009. Exploring patterns of external learning in ambidextrous 

organizations. 9th EURAM Conference, Liverpool, UK. 

 

Dröge, H. and Bou, E. 2008. The exploration and exploitation dilemma revisited: How does it apply 

to innovation in professional service firms? 24
th

 EGOS Conference, Amsterdam, Netherlands.  

 

Dröge, H., Hildebrand, D. and Heras, M. 2008. Innovation in services. Present findings and future 

pathways. SERVSIG International Research Conference, University of Liverpool, Liverpool. UK. 

“Best Conference Paper”  

 

Dröge, H. and Hildebrand, D. 2007. The use of conversational strategies for overcoming change 

barriers in the transition to process orientation. Second Conference on Rhetoric and Narratives in 

Management Research 2007 (RNMR07), Barcelona, Spain.  
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Dröge, H. 2007.  The exploration & exploitation dilemma revisited: How does it apply to Service 

Innovation? Presented at the EUDOKMA Doctoral Seminar at Copenhagen Business School, 

Copenhagen, Denmark. 

 

Dröge, H. 2007. Innovation in service – Explored in the manufacturing industry. Presented at the 

17
th

  EIASM European Doctoral Summer School on Technology Management: Innovation 

Interfaces, University of Twente, Enschede, The Netherlands. 

 

 

12.1.2 Journal and Book Chapter Publications:   

 

Dröge, H., Hildebrand, D. and Heras, M. 2009.  Innovation in services. Present findings, and future 

pathways. International Journal of Service Industry Management, 20: 131-155. (ISI IF: 0.8). 

 

Dröge, H. und Hildebrand, D. (2009): Book review: Services science: Fundamentals, challenges 

and future developments. International Journal of Operations and Production Management, 29: 

317-318. (ISI IF: 1.00). 

 

Hildebrand, D. and Dröge, H. 2008. Knowledge performance measurement. In.: W. Jaspers and G. 

Fischer (Eds.) Wissensmanagement heute. 35-63.München. Oldenbourg Verlag. 

 

12.1.3 Awards: 

 

05 / 2010    Emerald Highly Commented Paper Award: Awarded for article: 

„Innovation in Services“ 

 

10 / 2009    Best Conference Paper, Track Innovation. European Academy of 

Management Conference, Liverpool, England 

 

02 / 2009:     IBM PhD Award granted (2
nd

 time in row) by IBM Corporation 

(USA) for my studies of Service Innovation for the 2009-2010 period.  
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06 / 2008:    “The Christopher Lovelock Prize” granted by the International Journal 

of Service Industry Management (ISI IF: 0.8) for the Best Conference 

Paper at SERVSIG International Research Conference, University of 

Liverpool, UK. Name of the Paper: “Dröge, H., Hildebrand, D. and 

Heras, M.: Innovation in Services: Present Findings and Future 

Pathways”. 

 

02 / 2008:     IBM PhD Award granted by IBM Corporation (USA) for my studies 

of Service Innovation for the 2008-2009 period.  

 

 

12.1.4 Scholarships & Fellowships: 

 

09 / 2009 – 12 / 2009:  BE Grant of the Catalan Government for Visiting Period at Cambridge 

University, Cambridge 

 

02 / 2008 – 08 / 2010:  IBM PhD Fellowship, awarded by IBM University Relations 

Programme, Phoenix, USA. 

 

12 / 2007 – 12 / 2010:   Full Scholarship of the European Union Social Fund and Catalan 

Government granted for the 2008-2010 PhD period.  

 

08 / 2007:    RADMA Grant awarded by “R&D Management Journal” for 

presenting a paper at the „17
th

 European Doctoral Summer School on 

Technology Management (EIASM)“, University of Twente, The 

Netherlands 

 

04 / 2007 – ongoing: Scholarship (access to databases) for my studies at the PhD 

level, granted by E-fellows.net (a consortium of McKinsey, 

Deutsche Telekom, and Bosch) (re-newed in April 2008) 

 

06 / 2002 – 02 / 2005: Scholarship granted by A.F. Dornbracht GmbH & Co. KG, 

Iserlohn, including the university fees for 5 semesters. 
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12.2 Data Analysis:  

12.2.1 Interviewpartner: 

BankPro Position Number of Interviews 

 Divisional Head Marketing / 

Sales 

1 

Head of Product Management 

(former) 

2 

Head of Product Management 

(current) 

2 

Head of controlling 1 

Team leader product 

development 

2 

Wohnriester Project Manager 2 

Wohnriester project member, 

marketing department 

2 

Wohnriester project member, 

legal department 

1 

Wohnriester project member, 

financial mathematics 

department 

2 

Wohnriester project member, 

controlling department 

1 

Online Business Project 

Manager 

1 

Online Business project 

member, marketing department 

1 

Online Business project 

member, legal department 

1 

Online Business project 

member, financial mathematics 

1 



Annex 409

department 

  

Sales representative 1 

 

BankXY Position Number of Interviews 

 Divisional Head Marketing / 

Sales 

1 

Head of Product Management  3 

Inno-Card Project Manager 3 

Inno-Card project member, 

marketing department 

2 

Inno-Card project member, 

legal department 

1 

Wohnriester project member, 

controlling department 

1 

 

 

BBVA Position Number of Interviews 

 Divisional Head Centre of 

Innovation 

3 

Centre for Innovation 

marketing expert 

4 

Head of Digital Business 

Department 

1 

Head of Customer Intelligence 

Department 

1 

Head of Business Partner 

Department 

1 

Team members innovation 

development “Digital 

Business” – development 

experts (also involved in 

Tucuentas / eConta Premium) 

5 
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Team leader Tucuentas 1 

Team leader eConta Premium 1 

Team member “Consumer 

Insight” Department 

1 
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12.2.2 Exemplary Primary Document with coding scheme 
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12.2.3 List of preliminary codes: BankPro: 

 

______________________________________________________________________ 
 
HU: backup of backup of BSH_27_5_09_nur Wohriester_mitLücken 

File:  [C:\ESADE\Thesis0\firstthoughts...\backup of backup of BSH_27_5_09_nur Wohriester_mitLücken.hpr6] 

Edited by: Admin 

Date/Time: 11.09.2010 14:09:24 

______________________________________________________________________ 
 
*Acquisition 

*Application 

*Boundary Spanners 

*Climate 

*Codified NSD Knowledge 

*External Context 

*Iterations & Parallelity of ACAP stages 

*Knowledge Base 

*Newness of Service 

*Strategic Relevance of Project for BankPro 

*Transformation Internal & External KL 

Absoprtive Capacity 

Acessability of externals 

Acquisition 

Adapting to the new project 

Ambiguity 

Ambiguity Reduction 

Ambition 

Analysis 

Application 

Architectural Innovation 

Balancing of different knowledge sources 

Bank Crisis 

Boundaries of acceptable ideas 

Boundary Spanners 

Bounded Rationality 

BSH Business Scope 

Budget & Resources 

Cannibalization of partners' products possible 

Challenge 

Characteristics Incremental New Service 

Characteristics NEW SERVICE 

Characteristics of Non-Core Business 

Climate 

Codified NSD Knowledge 

Collaboration 

Combiing different NSD projects to one single project 

Comparison Radical vs. Incremental 

Competitive Siutation BSH 

Complex 

Connectedness to other partners 

Consensus finding 

Constructive Conflict 

Continuous Observation 

Controlling 

Coordination 

Cross-Knowledge needed also outside one's main domain 

Customer Perspective 
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DEfinition Innovation at BSH 

Delivery Process 

Department Characteristics 

Dependance from third parties 

Differences between Product Divisions 

Differentiation 

Difficulty to evaluate new ideas 

DIscussion 

Division of Labour 

Efficiency 

Empörung 

Enablers for Free Flow of Information 

Escalation of Search Process (1. intern, 2. extern) 

Evaluation 

Evaluation of IDEAS 

Evolution of NSD 

Example Incremental NEw Service 

Example Innovation: AktivMarkt related products (TA Darlehen?) 

Example Innovation: Bildungssparen 

Example Innovation: Delivery Process Innovation 

Example Innovation: DG-Hyp related new product 

Example Innovation: Finanzierungsportal 

Example Innovation: Forward Darlehn 

Example Innovation: Fuchs Wohnbau 30 

Example Innovation: Konditionen / Provisionen Spielraum 

Example Innovation: Leuchtturm Projekt TopZins 

Example Innovation: Market Entry Russia 

Example Innovation: Modernisierung Engergiesparen 

Example Innovation: New Tariff 

Example Innovation: Online Business (Delivery Process Innovation) 

Example Innovation: Process Improvement 

Example Innovation: Reverse Mortgage (Failure) 

Example Innovation: Riester Förderung 

Example Innovation: Teilbare Verzinsung 

Example Innovation: Union ProfiRente 

Example Innovation: Wohnriester 

Example Innovation: Zinssicherheit für Baudarlehn, Annuitätendarlehn 

Example Innovation: Zinssubventionen 

Example Innovation: Zusatzprodukte 

Example Service Innovaiton: Tarifgenerationen erweitern um Riester 

Example Service Innovation: TA Darlehn 

Experience 

Expertise 

external collaboration 

External Collaboration with Partner 

External Context 

External Enabler 

External Ideation 

External learning 

external networks 

External Partners approach BSH 

External Pressure 

Falsible Product Developer: Accepted by themselfes 

First Check: Is the idea worthwhile 

Flexibility 

Formalization 

Free Flow if Information 

Freedom (Pattern, Jazz) 
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Fuzzyness 

Ideation Activities 

Importance of NSD at BankPro 

Influence of external partners on NSD 

Influence of Product Development over STage Gate Committee 

Information of the sales force 

Information Technology 

Institutionalization 

Integration (of new Product in larger system) 

Integration of new ideas in larger system 

Internal interfaces to other external partners 

Internal networkds 

Interpretation 

Intuition 

Involvement of other department in idea evaluation 

Involvement of Product Developer in Radical and INcremental Developments 

Involvementz of other departments in NSD 

Iteration 

Iterations & Parallelity of ACAP stages 

Knowledge Base 

Knowledge Data Bases 

Knowledge TRansfer 

Leadership 

Learning 

Legal Constraints 

Legitimation of new idea 

lobbyist 

Luck 

Market position of BankPro 

Micro-Structure of NSD-project 

Micro-Structure of projects 

Needed Expertise 

Network 

New Business through Merger DZ-Bank and BSH 

New Idea Characteristics 

Newness of Service 

NSD Structure 

NSD volume 

On the Shelf Product Concept 

Open Communikaiton 

Organigramm 

Outourcing 

Parallel projects 

Patenfunktion von TOP Management 

PECU Decisions Board 

PEople involved in NSD 

Pilot Test 

Preliminary analysis of Ideas 

Priorization 

Product Developer als Schnittstelle 

Product Lines of BSH 

Product Management as interface 

Product Manager Role 

Proudness 

Quality Control 

Radical Change 

Recognition of the value 

Recognizing the Value 
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Reduce Complexity 

Relationship 

Revolving analysis of "too-early" ideas 

Rigid Goals 

Risk 

RIsk of NSD 

Role of Market Developer 

Role of Product Developer 

Routine 

Scenario based development of marketing tools 

Search how to built on existing routines 

Self-Responsiveness (Individual agency) 

Sensemaking 

Sensibility 

Sensing 

Service Innovation: NEw Tariff Generation 

Shielding developer from too early feedback (exploration) 

Sources of Feedback 

Sources of New Ideas 

Sources of NSD projects 

Stopped Projects 

Strategic Goals of BSH 

Strategic Relevance of Innovation 

Strategic Relevance of new services 

Tensions between internal and external players 

Through formalization improving becomes complex but transparent 

Time Constraints 

Time to market 

Tools for Sensemaking 

TOp Executive Involvement 

Training 

Transfer 

Transformation (Internal & External KL) 

Transparency 

Trust 

Uncertainty 

Uncertainty Reduction 

Unfamliarity 

Vicarious Learning 

Work Environment 
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12.2.4 Exemplary Final code families: 
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12.2.5 Exemplary documents: Case Study III: BBVA 
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