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Abstract

The use of digital technologies has become prevalent in financial services in recent years. In
many cases, consumers expect convenient access at times that suit them and from locations
that suit them. The digitisation of such services can be considered a prime example of digital
transformation. Credit unions are key players within the financial services landscape in
Ireland credit unions with a membership of 3.4 million and a footprint in almost every town
in the country. Credit unions have not advanced their digital transformation agenda in a
meaningful or coordinated way. The focus of this dissertation which uses qualitative research
methods, collecting data via in-depth interviews is on whether the heterogeneous nature of
the credit union sector in Ireland acts as a barrier to digital transformation. From a review of
the existing literature, it is noted that his topic has not been covered in detail. Taking into
consideration the strategic imperative for digital transformation in today's financial services
firms and the importance of credit unions to society, it was deemed that this research is
required. The findings indicate a recognition within the sector of the importance of digital
transformation to credit unions. The research finds that the credit union sector in Ireland
contains many characteristics which indicate that it is heterogeneous and that aspects of this
heterogeneity limit the ability of the sector to embrace digital transformation in a meaningful
way. This research paper is a small introduction to a vital topic for the future of the credit
union sector and its 3.4 million members. This research involved participants from six credit
unions but its findings have relevance for all credit unions. It is recommended that the

sectors representative bodies conduct further research in this area.
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1 Introduction

1.1 The increasing role of technology in financial services

CBI (2017) state that innovation in technology is contributing to changing the shape of the
financial services landscape in Ireland; this presents challenges for financial institutions
keeping up to date with the pace of change in technology and in the form of new players,
particularly online-only players who act as competition. According to CBI (2020), these
online-only players are Fintech companies who deliver financial services to customers
through the use of technology. Fintech has allowed the delivery of services in new ways such
as consuming a full range of financial services without ever physically setting foot in a

financial institution.

There are several examples of such online-only players, N26 (2020), advertise as a fully
digital bank, allowing customers to open an account from their smartphone and start using the
account immediately. As a provider of loans, Avantcard (2020), point to their offering of
loans and credit cards in Ireland without any physical branch infrastructure, allowing

customers to apply for and drawdown a loan online.

From 2017 to 2019, there was a sharp rise in the adoption of new digital solutions for
financial services in Ireland (Ernst & Young, 2019). At the same time, the traditional
financial services industry in Ireland has struggled to keep pace with rapid technological
development. There are opportunities for the sector, but there is a requirement to embrace
the changes and develop new skillsets (PWC, 2019). It has become somewhat easier for new
players to enter the market and gain market share because of this. The rapid rate at which the
Irish public is adopting digital financial services has put pressure on traditional financial
services organisations to develop digital solutions. The Covid-19 Pandemic has somewhat

exacerbated the drive towards digital solutions with organisations like N26, claiming that
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within five years, digital banks will have as many customers as traditional ones (Cantillon,

2020).

The topic of digital transformation (DT) has become so crucial to the economy and society in
general that the Government of Ireland is reviewing the primary school curriculum to ensure
that children start learning the skills required to live and work in a digital economy from as
early an age as possible (Education, 2018). In 2019 responding to a question about Ireland’s
Digital Learning Strategy the Minister For Education and Skills outlined that a key goal of
the strategy was to promote students becoming engaged with the digital learning process and
teaching them to think about what they are learning actively (Oireachtas, 2019). The children
of today will become the future decision-makers in tomorrow’s industries, meaning this is a

crucial point.

In 2019 ninety-one per cent of all households in Ireland had access to the internet with over
seventy-nine per cent of people using the internet every day. Internet banking is used on a

routine basis by seventy-three per cent of the population (CSO, 2019).

1.2 What are credit unions

The main representative body for credit unions in Ireland ILCU (2020), state that a credit
union is a member-owned organisation where members pool their savings and then lend those
savings out to each other at fair rates of interest. The members are connected or joined
together by a ‘common bond’ which might be the area that they live in or their employer.
Credit unions exist only to serve their members, and any profits that are generated are
returned to members by way of a dividend or invested in improving services. Credit unions as
cooperatives are not motivated to make profits for satisfying shareholder needs; their focus

rather is on providing service to members.
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1.3 Brief history and development of credit unions in Ireland

According to a history of the movement by ILCU (2019), credit unions were first set up in
Ireland in the late 1950s, pioneered by three individuals, Nora Herlihy, Sean Forde and
Seamus P. MacEoin in response the effects of high rates of unemployment, substandard
housing conditions and general abject poverty. The conditions of the time led to a high
prevalence of money lending further compounding poverty levels. Thus research into the
concept of introducing credit unions into Ireland was founded on social principles and the
desire to help those less fortunate in society rather than a motive of delivering profits for
shareholders. By the time the movement reached its 50" anniversary in 2008, there were 521

credit unions on the island of Ireland.

In recent years there has been a significant amount of change within the sector. Kennedy
(2015), summarises that the financial crisis in Ireland which manifested itself in 2008 let to a
Commission on Credit Unions being established in 2011 which ultimately wide-ranging
changes to legislation which were enacted in 2013. The updated legislation introduced new
requirements in the areas of Governance, Risk & Compliance and Strategic Planning and

placed pressure on credit unions to evolve their structures to meet changing demands.

In addition, as outlined by Ireland (2019), the Credit Union Restructuring Board (REBO) was
established in 2013 to guide and facilitate the restructuring of the sector through voluntary
mergers. ILCU (2019b), reports that as of March 2019 the number of credit unions on the
island of Ireland had reduced to 326 a clear sign of the rationalisation which occurred
following the changes outlined above. Within the Republic of Ireland, specifically, there are
241 individual credit unions with total assets of €18.3 billion and members or customers of
3.4 million. The total number of credit unions is down from 406 in 2011 arising from the

restructuring of the sector (CBI, 2019).
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1.4 Rationale for research

The author has been a senior manager within the credit union sector since 2007 and has many changes
in that period. The role of technology and DT, in particular, has increased in importance and occupies
much management time in credit unions. The existing literature in the area of DT examines
organisational readiness factors and leadership skills required, but there is no specific review
of the credit union sector in Ireland. The author’s aim is that this research will contribute to

future policy in the sector and point towards further research requirements.

At the last reported census, Ireland had a population of 4.76 million people (CSO, 2017).
With 3.4million members, it is clear that a significant majority of people in Ireland are
members of a credit union and this coupled with the growing relevance of DT in society

generally points to the merit in studying the ability of the sector to embrace DT.

The proposed research will seek to examine the sector with a view to determining if the
fragmented nature of the sector allows it to adapt to advances in digital technologies. The
author will attempt to determine if the heterogeneous nature of the industry acts as a barrier to

digital transformation adoption.

1.5 Structure of dissertation

The remainder of this dissertation is structured in the following way. In chapter two, there is
a review of the existing relevant literature, looking at the characteristics of credit unions. An
examination of the scant research into technology adoption in credit unions is also examined
and some information on the sectoral changes in recent years. The chapter also looks at the
concept of digital transformation, the organisational requirements to implement a DT agenda.
Finally, the chapter looks at what other research has classified as important leadership
characteristics to lead a DT agenda and an examination of why there is a DT imperative for

firms.
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The third chapter sets out the authors aims in this research dissertation along with the

research question, which is to be answered.

Chapter four contains details on the research methodology and philosophical approach. An
outline is given on how data will be collected and analysed and the methods used to select
participants. Finally, some limitations to the research methodology employed are also

discussed.

The fifth chapter sets out the principal findings which are relevant to the research question.
These findings were categorised into four broad themes. Chapter six is an extension of this
chapter and involves a more in-depth discussion of the findings and an analysis of their

relevance in terms of answering the research question.

Finally, chapter seven which is the concluding chapter comments on the contribution which
this research has to the industry sector in Ireland. There is a brief discussion of some
additional findings which, although not directly relevant to the research question are of
interest to the author and recommendations for future research. The concluding chapter
discusses the intended audience for the dissertation and sums up the authors final views on

the research findings.

1.6 Conclusion

The focus on digital technologies in the early education of children, the prevalence of the
internet in households across the country and the continued rise in the adoption of technical
solutions for financial services by customers ensure that the topic of DT should be high on
the agenda of all financial services firms. The researcher has a particular interest in credit
unions and the role which DT will play in the future evolution of that sector. This research

aims to contribute to filling a research gap in this area.
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2 Literature Review

2.1 Introduction

Saunders, Lewis and Thornhill (2016) argue that the literature review section of a research
assignment is essential. It is an opportunity for the author to demonstrate their level of
knowledge about the current research in the chosen field. Horn (2009) states that if a research
dissertation is to be successful, it requires a critical review of the literature related to the

topic.

This literature review examines literature relating to the credit union sector, specifically, the
characteristics of credit unions, technology adoption and structural changes in the credit
union sector. There is also an examination concept of DT within organisations from the
viewpoint of existing research. This author then considers the topic in the context of
organisational requirements and challenges which organisations experience in implementing
such transformation. The author then examines the literature concerning the skills required to
lead DT and some considerations on the importance of the subject to financial services firms.
There is also an examination of the level of investment and cost related to undertaking DT in

organisations.

Overall the literature review seeks to set the context for the author’s research concerning the
organisational structure of credit unions in the Republic of Ireland and their capacity to

undertake DT journey against the backdrop of the current structure of the sector.

2.2 Credit Unions

2.2.1 Characteristics of credit unions
Credit unions are similar to a bank in that they accept in members shares or deposits and lend
money back out again. There are distinctive features of credit unions however, such as one

member, one vote, and the focus of helping members to achieve their economic and social
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goals while also helping the wider community. A further key difference is that unlike
commercial banks, there is no conflict between the owners of the institution and the
customers, the two groups are the same in within credit unions. With banks, the customers
are depositors and borrowers, whereas the owners are shareholders who demand a profit.
Because credit unions only transact with members and the members are in fact, the owners of
the organisation, this conflict does not exist in the same way. There is considerable academic
research in relation to the banking sector; the credit union sector, however, does not have a

comparable level of academic research (Mckillop and Wilson, 2011)

Credit unions, unlike banks, are governed by a voluntary Board of Directors elected from
amongst their membership. This Board is subject to term restrictions and appoints a paid
executive Management Team to run the day to day operations of the credit union. There can
be a conflict on certain issues between the interests of the voluntary Board and the paid
Management, which can often leave the Management Team in a weakened position, without

a clear mandate for action (Rubin, Overstreet, Beling and Rajaratham, 2013).

Although they have many characteristics which differentiate them from traditional banks,
credit unions are becoming more integrated into the mainstream financial services market.
Appealing to a broad range of socio-economic sectors in society, they have a social
responsibility within their communities, and this is a crucial differentiating factor. As they
work to provide a broader range of services and compete with traditional commercial banks,
credit unions mustn’t lose this community focus (Power, O’Connor, McCarthy and Ward.,

2012).

2.2.2 Technology adoption in credit unions
The literature on technology adoption in credit unions has been predominantly focused on the
sector in The US. Advances in technological adoption by organisations is seen as one of the

most important drivers in the success of financial institutions. In Ireland, the credit union
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sector in Ireland has a diverse IT infrastructure with multiple providers of software platforms
to credit unions. In the late 1990s, there was an attempt to introduce a centralised system for
all credit unions which collapsed after costs spiralled to one hundred million euro. The
introduction of new technological solutions, even modest in nature can allow for cost
reductions and improvements in performance which can, in turn, demonstrate the potential

future benefits from further investment (Mckillop and Quinn, 2015).

Dow (2007) argues that there are many reasons for consolidation within credit unions and
that one of those reasons is that larger credit unions are often in a better position to be earlier

adopters of new technologies which are likely to bring more benefits to members.

The US, credit union sector, is varied in terms of the types of credit unions, there is also
evidence of significant heterogeneity within the technologies in operation within that sector

(Malikov, Restrepo-Tobon and Kumbhakar, 2018).

In Indonesian credit unions, technology is seen as a factor which positively changes the
culture of organisations. Customers are found to have a more positive attitude towards the
services provided by the credit union if the level of IT innovation is higher (Gat, Abdurahman

and Waworuntu, 2017).

The transformation in the financial sector as a result of advances in technology has not
bypassed credit unions. This is one factor which is driving significant change within the
credit union sector, advances in technology have had a considerable impact on the structure

and economics of credit unions (Goddard, McKillop and Wilson, 2009).
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2.2.3 Sectoral changes in Ireland

Following the publication of the Commission on Credit Unions report and the establishment
of REBO, there has been a significant level of restructuring in the sector. Much of the
academic literature which exists has focussed on the impact of the increased scale achieved
through mergers on the financial performance and efficiency of credit unions. It is vital in
such restructuring that the relationship with members is not lost and that their needs are

considered and taken into account (Byrne, McCarthy, Ward and McMurtry, 2012).

As outlined in the introduction, there has been a significant reduction in the number of credit
unions in Ireland due to an increase in merger activity. Much of this merger activity is the
result of the difficulty in weaker credit unions adapting to and complying with the level of
regulatory change and increasing regulatory burden (Jones, Money and Swaboda, 2017). In
summarising recent regulatory changes Casey (2020) points to an overhaul of the Governance
framework in 2013, changes to the savings regulatory framework in 2016, a changed
investment framework in 2018 and also changes to the Fitness & Probity framework for
certain positions within the sector, also in 2018. In 2020 the lending framework and
associated regulation was also updated bringing in new requirements in relation to limits on

longer term lending.

2.2 Digital Transformation

2.3.1 What is Digital Transformation?

The concept of DT is central to this research, and it is useful to look at how other researchers
have described this process. DT can be considered an evolutionary process within firms
whereby the combination of technology and organisational practice helps a firm move
towards digital maturity. Moving towards such maturity enhances an organisations ability to
provide services and can ultimately be a competitive advantage (Ivanci¢, Vuksi¢ and

Spremi¢, 2019). Organisations often think of DT as a process whereby using new

Page | 17



technologies enables them to deliver services in this competitive internet age (Mergel,
Edelmann and Haug, 2019). Kane (2019) states that digital disruption refers to new
technologies causing a change in the way organisations do business, and DT is the method

organisations use to adapt to this change.

The common thread identified is that DT involves changes to how organisations conduct their
business by way of altered processes which in turn leads to a change in the way services are
delivered. This change will have an impact on organisations in various ways, including

redesigning operations, retraining staff and investment in new technologies.

More recently, the COVID-19 pandemic has resulted in a very sudden, dramatic level of
digital transformation of society. Unusually much of this transformation was not undertaken
explicitly as part of a considered strategy; it was merely a necessary reaction needed to adapt

to a sudden change in environment (livari, Sharma and Venta-Olkkonen, 2020).

2.3.2 Digital Maturity

Digital maturity can simply be thought of as the state at which an organisation considers
technological advancement and innovation holistically, beyond looking at single projects in

isolation (Mettler and Pinto, 2018).

Rader (2019) cautions, however against the danger in assuming that digital maturity is an end
state for an organisation. He articulates that it can be considered as a method of applying

digital technologies within businesses to assist with the innovation of their business models.

2.3.3 What are the organisational requirements for Digital Transformation?
Kane et al. (2017) and Ivancic¢ et al. (2019) point to the fact that to successfully implement
DT organisations need to arrive at a level of digital maturity, this is not an overnight change

and involves rethinking the entire business. A firm commitment to keep digital as a core
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element of your business and to develop a digital culture is critical is also mentioned by

(Kane et al., 2017).

There is a significant organisational impact in attempting to reach this level of digital
maturity. It is a process of transformation which requires reconsidering the strategy and
business model of an organisation, and this can be difficult where organisations have limited
resources and time to experiment with such new strategies (Bouwman, Nikou and de Reuver,
2019). The issue of limited resources can be a significant concern because new skills which
are required on the part of a workforce to adopt new technologies is a substantial concern in
organisations. DT does not solely involve deploying new technological solutions; it also
means changing the cultural mindset and internal processes of the organisation (Nahrkhalaji

etal., 2019).

Changes brought about by technology require organisations to redesign how they do their
work and how they lead and need different types of jobs (Schwarzmiller et al., 2018). This
change is made more difficult by the fact that the commentators view the financial services
sector as an extremely conservative one, and this presents a challenge in terms of opening up
the organisational boundaries to be prepared to collaborate with firms that can provide digital

solutions (Klus et al., 2019).

Traditional organisations that had achieved commercial success before the advent of the
digital economy are described as pre-digital organisations. A key challenge for such
organisations is how they can develop an effective digital strategy and how they can
continually keep it up to date. There is no endpoint in terms of digital strategy. (Chanias,
Myers and Hess, 2019). The financial services sector, which is dominated by traditional
organisations, has faced disruption from new technology and competitive players and must
now embrace this in terms of more efficiency in their organisational setup. A key challenge in
this is that traditional organisations do not have the knowledge or skillset required to develop

Page | 19



and implement such digital solutions (Gomber et al., 2018). Traditional organisations are
viewed here as those that established their customer base through the delivery of service via

bricks and mortar branches as opposed to online.

In larger financial services firms, there are many internal barriers to digital transformation, a
key barrier being an organisational structure which is not suited to innovation and large-scale
change. Large financial firms have tended to be more accustomed to incremental changes
and improvements on a small scale (Das et al., 2018). The challenges are not necessarily
dominated by technology. Despite substantial investment in the hardware and software
elements of digital transformation, a lack of employees with the requisite skills remains a

challenge to the successful implementation of a DT strategy. (Nair, 2019).

DT requires a significant degree of flexibility within organisations, and there has to be a
balance between the efforts given to the process of undergoing DT and to people continuing

to look after their existing roles (Gong, Yang and Shi, 2020).

2.3.4 Leadership skills required for Digital Transformation

Leaders need the ability to communicate effectively with teams and to have strong
technology skills (Christoffels, 2019). Also creating the right culture from the top is essential
(April and Dalwai, 2019). This point is echoed by (Nahrkhalaji et al., 2019) who argue that
changing the cultural mindset and internal processes of an organisation are essential in
addition to deploying new technological solutions. (Fouad, 2019) claims that a clear
leadership vision is required and the leader must demonstrate an ability to gather the differing

opinions of various stakeholders.

Attoti et al. (2019) posit that traditional leadership skills are more important than technical
ones. Managers need to be able to understand the full range of customer needs and to think

differently about the customer relationship. Management must also be able to navigate the
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pressure from some stakeholders to adapt technology to fit the organisation and from others

to do the reverse (Loonam et al., 2018).

The successful implementation ultimately depends to a large extent on how front-line
workers implement the new technologies, which is something that requires strong leadership.
It is a difficult task to implement new digital technologies to bring about meaningful and
lasting change (Leonardi, 2020). Within the leadership group, a lack of managerial

experience and guidelines can present difficulties (Martinez, 2019).

2.3.5 Why do firms need to adopt Digital Transformation?

The introduction of digital technologies is a crucial enabler in terms of developing new
services and delivering efficiency for customers. DT is a field which is continuously
evolving, and an organisation will never reach the end of their journey towards digital
transformation (Gurbaxani and Dunkle, 2019). DT in fact and the use of Fintech solutions are
a firmly established part of the financial sector and unlikely to disappear from the agenda,
there is a view that the more significant financial institutions are now ready to embrace this

(Mention, 2019)

The apparent need to maintain a competitive position and relevance creates an imperative for
organisations to adapt to technological advancements. In addition to this customers are now
demanding different service delivery channels, and the competitive landscape is continually

increasing as a result of the entry of non-traditional actors into the financial services sector

(Wheeler, 2020).

2.4 Costs of DT

DT requires significant investment in IT and also requires specialist involvement to ensure
that integration occurs successfully. This means that a very detailed evaluation of the

potential benefits of any investment to be made in this area (Kohli and Johnson, 2011).
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DT comes at a cost to organisations and requires considerable investment, it is not without
risks, and sometimes the level of expenses are unforeseen at the outset (Reddy and Reinartz,

2017).

The digital transformation process in the financial services industry requires scale,

investment, and high degrees of organisational change (Cuesta et al., 2015).

Significant consideration should be given to how DT projects are financed, the costs are high,
and consideration of the potential financial return must be factored into the decision to invest

(S.M., Chen and Alkema, 2019)

2.4 Organisational Change

Todnem (2005) suggests change is always ongoing in organisations and, as the pace of the
business environment has evolved so too has the pace of change that organisations are
experiencing. Morgan (2016) outlines that such change rarely happens in isolation within
organisations. Change focused on one area of an organisation may have knock-on effects in

another area; this must be recognised to understand organisational change fully.

Pulinka (2020) believes that change is, in fact, an entirely necessary part of the life of an
organisation. Gracey (2020) echoes this sentiment, and the current business environment
throws up many disruptive events which require change and flexibility. The ability to

undergo organisational change is an essential part of the resilience of a firm.

Wittig (2012) outlines that the employee reaction to organisational change is critical to
ensuring success. The level of communication which happens with employees is a crucial

determinant in influencing how they react.
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2.5 Conclusion

This literature review has examined the concept of DT and organisational requirements. The
leadership of the DT process and an initial exploration of the strategic imperative for
financial services firms to undergo digital transformation was also examined. A thread
running through all of the literature reviewed is that DT goes beyond the actual technology
and is wholly dependent on organisational culture, guidance from leaders, employee support
and re-engineered internal processes. Indeed it is argued that organisational setup is even

more important than technology to the area of digital transformation Orji (2019).

Another clear theme from the literature is that the journey of DT is one which does not have a
defined endpoint. For these reasons, it is essential that organisations fully understand where
they sit in this landscape and what factors may be impacting their ability to develop digital

strategies.
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3 Research aims and question

Vial (2019) points to the importance of continuing research into DT because of the ever-
changing nature of the topic. DT is described as highly relevant to society and business, and

as new technologies become available and understood, updated research is essential.

This chapter sets out in more details the research aims for this dissertation and the primary
research question which the author will attempt to answer. The author aims to contribute in a

small way to an important topic.

The credit union sector in Ireland is heterogeneous in nature with a great deal of diversity
prevailing across the separate legal entities (Oireachtas, 2017). Credit unions in Ireland vary
in nature, scale and complexity. There are small credit unions which serve rural areas or
small pockets of urban areas. There are also large credit unions serving much larger rural and
urban areas and Industrial Credit Unions serving large employers or employment sectors.
Each of these credit unions is autonomous with separate governance structures, all making
individual decisions regarding the strategic direction for the organisation. The literature
review has clarified the concept of DT and pointed to several organisational and leadership
requirements to successfully implement a DT agenda. The author will attempt to examine
some credit unions in Ireland to ascertain if there is a correlation between this heterogeneity

and the ability of the sector to engage in DT programmes.
The primary research question to be addressed by this study is:

Does the heterogeneous nature of the credit union sector in Ireland act as a barrier to digital

transformation?

The research question seeks to explore if the heterogeneous nature of the credit union sector

in Ireland negatively impacts the ability of the sector to embrace digital transformation.
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The objectives of the research question are to identify what characteristics make the credit
union sector heterogeneous and further understand if these characters hold the sector back in

terms of its ability to embrace DT.

In attempting to answer this question, the author aims to investigate a number of strands. The

primary aims of this research are as follows:

1. To examine the main characteristics of the credit union sector in Ireland.

2. To examine the topic of digital transformation and understand organisational
requirements for the successful execution of such transformation.

3. To examine the views of senior managers within the sector about the topic of DT and

the ability of their organisations to embrace this agenda.
The researcher has a number of objectives in following these strands:

1. To understand the theoretical construct of the credit union sector in Ireland and the
change which the sector is and has been subjected to.

2. To understand at a basic level what is meant by the concept of DT and how this
applies to organisations.

3. To understand why the topic of DT is so important for organisations today.
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4 Methodology

Saunders et al. (2016) present the research onion as a tool which describes the stages of
selecting the correct research methodology. The research onion has a number of different
layers which the researcher should peel away until the centre of the onion is reached, which is

the actual collection of data in the research.
There are six layers in the onion:

1. Research Philosophy
2. Research Approach
3. Research Strategy
4. Research Choices

5. Time Horizons

6. Techniques and Procedures
This section will proceed to discuss the journey of the author through some of the key layers.

4.1 Research philosophy

The author considers interpretivism as the most appropriate philosophy for this research.
Saunders et al. (2016) argue that because organisations are complex entities operating within
particular contexts, interpretivism can be seen by some as the most appropriate philosophy
for business research. Interpretivism seeks to interpret the experiences and perspectives of
individuals and the meaning that these individuals create. As has been stated, the credit union
sector is heterogeneous in nature and managers significant influence in n determining the
strategic direction of credit unions. For this reason, a deeper understanding of individual
perspectives was deemed necessary and overall given these factors, the author views this

philosophy as the most appropriate, for the research in question.
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4.2 Research Approach and Methodology

Azungah (2018) states that an inductive approach to research is one which provides theories
or findings based on observations or interpretations of the data which has been collected,
rather than starting out with a hypothesis and proving or disproving it. The author views that
the use of inductive reasoning is the most suitable approach to this dissertation. The data
collected will be analysed to look for patterns or themes which will help to answer the

primary research question.

The design of a research project is a critical stage, and comparisons are drawn to starting a
long journey and the importance of selecting the right roads to travel Saunders et al. (2016)
From a methodological point of view, the initial choice is whether or not to use a quantitative

or qualitative approach or indeed a mix of the two.

The author has chosen to use qualitative methods for this research project because the in-
depth analysis of the views and opinions of senior managers within the sector is crucial to
answering the question. This means a smaller sample size and focusing on a depth of
information and understanding participants’ meanings and the relationships between them. A
qualitative approach has been used, for example by (Chanias et al., 2019) and (Loonam et al.,

2018) in researching this particular field.

4.3 Method of data collection

The author has chosen to use semi-structured interviews as the method of collecting primary
data. Saunders et al. (2016) state that semi-structured interviews are useful where the
research is exploratory and where the researcher may need to probe for further information on

some answers or deviate from the planned questions.
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It will be necessary to obtain information from a sample of credit unions concerning their
organisational structure and digital maturity levels to assist in answering the research and
motivation of key decision-makers in respect of digital transformation. This information

obtained from these primary sources will then be analysed in the context of the secondary

data collected from the literature review.

Primarily this method has been chosen because it is critical to understand the experience and
opinions of those working in key positions within the sector. Use of a survey or questionnaire
runs the risk that participants will either put completion on the long finger or not provide the
necessary attention to the task. The use of semi-structured interviews will enable the author
to obtain a more in-depth and more comprehensive interpretation of interviewee’s position

(Collis and Hussey, 2009).

During the initial literature review the author has ascertained that previous research in the
area of the DT of organisations has used interviews to collect data, for example (Kane, 2019;

Attoti et al., 2019; April and Dalwai, 2019).

4.4 Sample selection

The research involved participants from six individual credit unions in the Republic of
Ireland, which represents just short of two and a half per cent of the number of credit unions
in total. Boddy (2016) argue that the sample size is not necessarily the most important factor
within qualitative research. The credit unions were asked for the person in their organisation

with overall responsibility for DT to participate.

The author considered including providers of digital solutions to the financial sector in the
sample but on reflection believed that there might be a high degree of bias in such a sample.
In addition to this, such interviewees would not have the same level of knowledge about the

organisations in question.
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The issue of sampling needs to be put into the context of the nature of the research itself and
the likelihood that there will be commonality n the themes raised. If there is a commonality
in terms of the themes a larger sample size does not necessarily add any more value, in fact, it
will just bring more data which may distract from information relevant to the research
(Fugard and Potts, 2015). In this context, the author felt that a sample of six was an

appropriate number to allow for suitably in-depth interviews to take place.

An important issue in terms of sampling for interviews in qualitative research is selecting a
sample of participants who are likely to be able to add value to the topic and can contribute
positively to the research (Bryman and Bell, 2011). For this reason, the author specified that
the most appropriate person in the credit unions to take part in the interviews was the one

with responsibility for the DT agenda.

Because of the current Public Health situation regarding COVID-19, these interviews cannot

be conducted face-to-face and as such, will be carried out over the telephone.

4.5 Limitations of the data collection method

Conducting the research in this fashion will take a considerable time commitment, and early

planning and execution will be critical.

There are some disadvantages with telephone interviewing; in particular, a telephone
interview cannot be sustained for as long as a face-to-face one, in general, twenty-five
minutes is the maximum practical duration. In addition to this, the interviewer cannot
observe facial expressions or body language in response to certain questions (Bryman and

Bell, 2011)
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4.6 Analysis of data
The author will make detailed notes during the interview while simultaneously creating a
digital recording. Transcripts of these recordings will be produced to facilitate a more

comprehensive analysis of the data obtained.

The author proposes to use a thematic approach to collate and analyse the data. (Baun and
Clarke, 2006) describe thematic analysis as a method for identifying if there are patterns or
themes which exist in the data collected. They propose a 6 phase approach for analysing

these themes.

1. Familiarising yourself with the data
2. Coding the data

3. ldentifying themes within the data

4. Reviewing and refining themes

5. Final definition and names for themes

6. Producing the final report

To ensure that all information is kept both secure and confidential several steps will be taken.
Electronic data will be stored on an encrypted device which requires two-factor
authentication to access and is only accessible by the author. Physical notes taken during the
interviews will be stored in a locked fireproof cabinet and will not contain any information to
identify either interview candidates personally or the credit unions in which they are
employed. The interview candidates will be assigned a code number, and the information
linking the candidate to the code will be stored on a separate device, this will ensure

confidentiality is maintained.
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4.7 Requesting participation

Participants will be contacted personally by the author to seek their agreement to participate
in the research. If a potential participant indicates their willingness to participate in the
interview, they will receive an information sheet and a consent form to review. The
interviewer and participant will sign the consent forms before commencing the process.
Once completed, the consent forms will be scanned and stored digitally on an encrypted

device.

Participation will be entirely voluntary, and the author will not attempt to exert any influence

on a candidate to participate.

4.8 Ethical Considerations

The author has read the NCI Ethical Guidelines and Procedures for Research involving
Human Participants and completed the NCI Ethics Application form, which has been
submitted to the Ethics Committee for approval. The author sees no difficulty in complying

with the ethical guidelines.
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5. Analysis of Findings

5.1 Introduction

Of the six participants interviewed, three hold the CEO position within their organisation, and
three hold other Senior Management Positions. The length of time in their current position
ranged from four years to twenty-six years, and none hold any formal IT-related
qualifications. All of the candidates, however, mentioned the importance of IT to their roles,
with two candidates questioning whether or not qualifications were necessary in the context.
IC1 stated “I don’t have any IT qualifications at all, but I’m not actually sure that this
matters, | feel | have developed a skillset and have sufficient competence to know what is
required on our digital journey. An IT graduate wouldn’t necessarily have that competence”
IC3 stated, “I don’t have any formal qualifications, but for all of my working career both in
credit unions and other industries | have been finding ways to use IT to improve work

practices, | suppose you could say that | am qualified by experience (QBE).”

The remaining candidates all pointed towards the lack of people with relevant qualifications
as a significant problem. (April and Dalwai, 2019; Attoti et al., 2019; Christoffels, 2019) all
echo this point, pointing to the fact that traditional leadership skills are more important than

technical ones.

Conducting a thematic analysis on research data stretches beyond just summarising the data
which has been collected. It seeks to identify patterns and connections within this data that
are related to the research question(s) and important in answering the question(s). It is not
necessarily recommended to use the question(s) as the theme headings (Maguire and

Delahunt, 2017).
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In analysing the interview transcripts, the author observed six clear themes emerging from the
answers provided by participants. This chapter outlines the findings from the research in the

context of those themes. The six themes observed are as follows:

1. Relevance of DT to the credit union sector
2. Change

3. Collaboration

4. Process Automation

5. Noted barriersto DT

6. What DT means in practical terms to the credit union sector

5.2 Relevance of DT to the credit union sector
It was important during the interview process to ascertain the views of the participants on the

relevance of DT to the credit union sector. The author believed that given the ubiquitous
nature of technology in our daily lives, the importance of DT to credit unions was in no
doubt. It was necessary for the purposes of validating the importance and relevance of the

research question to obtain the views of the participants on this point.

Each of the participants validated this opinion to a greater or lesser degree, with IC1 stating
“Yes, of course, it is. It is almost like a universal truth that doesn’t need to be explained.
Credit unions must be able to provide the products and services in a manner that is acceptable
to our members and at a cost that they are prepared to pay for such services. DT will
ultimately lower costs, which is to the benefit of all of our members which is at the very core

of the credit union ethos.

IC3 agreed with the relevance but qualified the opinion “It has to be relevant to every
business, it is a constant battle between getting revenues up and keeping costs contained. On

the one hand, you are looking at your internal processes seeing how you can drive
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automation, and on the other hand, you are trying to keep costs contained. This has to apply
to every single organisation, including credit unions. The only nagging doubt | would have
here is that credit unions are businesses centred on people if the goal of DT is to reduce the

number of people employed there would be a slight conflict here.”

IC2 “Anything that done for the benefit of members could be considered within the ethos of

credit unions; the member needs must be at the heart of everything we do.”

IC4 “I suppose yes you could say it fits with the ethos. Unfortunately, | think ethos probably
isn’t as central any more; really now it is a question of sustainability and survival. You have
to innovate to keep up with expectations. For sure ethos matters but at the end of the day if
you go out of business, then irrespective of ethos the service to members is lost.” 1C6 had a
similar point “Ethos has to take second place to business need and sustainability, but yes it is
in keeping with the ethos, credit unions were initially set up sixty years go with people saving
and borrowing small amounts and everything recorded in paper ledgers, we have come a long
way since then, but that doesn’t mean the ethos has disappeared, it is still there just in an

evolved form.”

5.3 Change

The theme of change came into each interview that was conducted. In particular, the
relevance of change management in the context of DT. IC1 and IC3, in particular, noted the

importance of change and how staff react to that change.

IC1 “A change culture in the organisation is required, this goes beyond DT into all areas of
the business. It is an important consideration for me in terms of the members of my
Management Team. If the Management Team doesn’t embrace change, it won’t filter down
in the organisation. Actually, in my view, DT is probably not the biggest area of change. DT

is not a strategy in and of itself; it is an enabler of strategy. The sector needs to rethink its
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strategy and then use DT to enable new strategies, and it is the business model or strategy

where the real change lies.”

IC3 “Change is at the nub of it all if the staff are not open to changes then whatever money is

invested will be probably be down the drain.”

Other candidates, while agreeing with the importance of change, questioned the current
ability of the sector to handle and manage change. For example, 1C6 stated “We have to
learn better how to handle change as organisations, everything is changing at a rapid pace,
new regulations within the last few years, mergers, fundamental changes in financial services
and lots more. It used to be that we knew who we were competing against, now new
competitors are popping up all over the place, | wonder about our ability to manage the

fundamental changes associated with DT.”

IC2 commented “I have been working in credit unions for twenty-six years, it has changed so
much in that time that it is almost unrecognisable. That is not unusual or strange, and society

has changed a great deal in that timespan too. | am nearing the end of my career, and | am not
as up to speed on the latest technologies, but | do know that we must embrace the change

associated with DT to remain relevant.”

On the topic of change, once participant noted that the level of change ongoing presented a
significant difficulty in deciding what to prioritise. IC5 stated “We are absolutely bombarded
with change for the last few years, and there is no sign of it letting up. With DT, the
possibilities seem endless. Sometimes you get so bogged down, and there are so many

choices in front of you it is hard to know what to focus on next.”

5.4 Collaboration

The issue of collaboration within provoked mixed responses from the participants, with some

pointing toward existing successful examples of cooperation in relation to DT as evidence of
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the potential gains n this area whereas other candidates felt that there needed to be a

fundamental change in the sector to allow for meaningful collaboration for DT.

Pointing to an example of a successful area of past collaboration 1C2 stated “There are
already examples of where this works and has worked, you might not think it but even getting
us to the point of providing electronic payment services was an example of DT itself. I know
there were two solutions, one provided by an International Bank and one through the ILCU?*

but no individual credit union could have gotten there on their own”

IC5 provided another example citing “The Cultivate Farm Loan? is an example of
collaboration working in this area. As an example, it might not be at the cutting edge of
technology. Still, there is a web portal to allow farmers from many counties in Ireland to
make an enquiry about an agricultural loan and this enquiry will be forwarded to their local
participating credit union for follow up, we are reaching more people through working

together, surely this is a form of DT.”

IC3 “Thre has to be a role for collaboration, we have a common aim after all, but not
collaboration at all costs, that is an important distinction. It is a tough square to circle, there
are lots of differences between credit unions, even in the range of services that are offered,

collaboration would have to overcome this”

IC4 “TI think there has to be collaboration, I’'m a relative newbie to the sector and having
come from banking it is something | found strange within credit union land. Within the
banks we had head office and divisions within head office, decisions were made and policies

set and then these were rolled out across the organisation uniformly. It took me a while in the

! For more information see https://cusop.ie/

2 For further information on the Cultivate initiative see https://cultivate-cu.ie/
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sector to realise that when | was talking to people in another credit union, even a

neighbouring one, they might be doing things completely differently.”

IC1 “Even the largest credit union in Ireland is tiny in the context of one of the main retail

banks, and DT simply can’t happen without scale, that scale can come through credit unions
working together. Collaboration can help to make DT accessible to all sizes of credit union,
and it can also help smaller credit union offer services which they have been excluded from

thus far.”

The participants did not see collaboration within the sector on DT as a straight forward
process. With 1C6 there was a feeling that there was no leadership driving collaboration “It is
easier said than done, where does it come from, like who starts it off? We are missing the
leadership in the movement to drive this collaboration. We all know we need to collaborate

to achieve DT, but it’s like nobody quite knows where to start from.”

IC1 raised concerns with regards to what stakeholders should actually be driving the DT
collaboration “I think the problem with trying to get to the sort of collaboration needed is
that as a sector we have mostly been followers rather than leaders in this area. What | mean
by that is that there are two or three main ITSP’s providing banking platforms to the sector at
the moment, as credit unions we generally passively accept enhancements that they develop
rather than coming together and telling them what we want or need, it’s a bit like the tail

wagging the dog.”

IC2 felt that the main representative body should lead collaboration “I think the ILCU should
be leading the charge for DT and providing services for credit unions, and we could have a

menu to choose from on a subscription basis.”

Some also saw the individuals within credit unions of the participants as hindering

collaboration. IC4 pointed out a problem of ego “From what I have seen in the sector, ego
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can be a big problem. Discussions about practical collaborations tend to happen at CEO

level. CEQ’s can feel like they are giving up ground if they compromise and work together.”

IC3 also pointed to differences between credit unions and the difficulty in overcoming that
“You know the problem though, of collaborations, people set up committees to drive it, and
you know that saying, a camel is a horse designed by a committee. How do you navigate the
different digital need of each credit union on the committee, I’ve sat on some of those

committees, and you would need to be Kissinger to broker an agreement.”

IC6 “If we had one common IT platform it would make life easier, I can’t see it happening
though, the mistakes of the past still haunt credit unions. This was a reference to an attempt

in the late 1990s to bring in a centralised credit union system.

5.5 Process Automation

A common theme throughout the participant interviews was the concept of automation of
processes and its relevance to DT. As IC3 put it “In the late 1970s or 1980s | feel I started
working in Digital Transformation, we just called it computerisation then. Really what DT
is, is looking at what you currently do and see how it can be done smarter using the latest
available technology. That is exactly what we were thinking back then when we started
moving to computerisation from paper records. Ultimately it is about automating to the

greatest degree possible processes and the delivery of service.”

IC1 “DT is about automating manual processes into automated or semi-automated ones, this

can be service delivery, regulatory compliance functions, monitoring functions, loan

underwriting, any area of our operation really.”
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It is clear from some of the participant responses that it is not as simple as just automating a
process, IC1 points out one of the difficulties “We have been proceeding with a pilot project
to automate one area of our operation concerning regulatory compliance. What we have
found though, is that although the same legislation and regulatory requirements apply to each
credit union in the pilot each had slightly different interpretations. The difference in processes
and procedures was pronounced. Before any technology can be applied to automating the
tasks a huge body of work is required to standardise processes, I don’t think that this was

fully understood at the outset by everyone.”

IC6 who came from a banking background previously states “Credit unions are behind the
times in a lot of operational areas. | came from a background of very clearly defined and
documented processes. There was a process flow for every process that existed, and this is an
essential pre-requisite for digitising anything. There are no shortcuts in this area, we are
working with a group of credit unions to look at replacing our core banking platform, and this
is holding the project up. The Project Manager for the project has a mantra, Standardise,

Standardise, Standardise if you want DT to succeed.”

IC4 “There can be an issue that everyone things the way they do things is the right way, and
they aren’t willing to change. Bring it back to the point | made earlier about ego nobody
wants to admit that other credit unions are doing things better potentially. I think you would

need an outside independent facilitator.”

5.6 Other noted barriers to DT

The cost of DT was raised as a challenge by a number of participants also. IC1stated “Costs
are significant in this area, and that is where scale becomes a problem. We just are not there
yet in terms of scale as an organisation to be able to go headlong into this.” IC3 “Everything

boils down to money at the end of the day, and there are competing demands, some of the
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costs we have seen for potential DT projects are staggering, they seem out of reach.” IC5
stated “The costs of DT are astronomical, | think we bury our heads in the sand a little bit
because we are so frightened by the costs. When | worked in banking, huge budgets were set

aside for these things, and we simply don’t have that kind of funding available.

Concerning staff resources, IC1 noted “We run a pretty tight ship and don’t have much spare
capacity amongst the staff we have. DT needs to get slotted in beside people’s existing
roles.” IC2 came back to the issue of size in their organisation “As I mentioned we are a
small organisation, we have one branch and less than ten staff, it can be hard to get the day to

day things done at times, let alone investigate DT.”

IC3 and IC5 had similar views with IC3 noting “We are tinkering around the edges of DT
when we can fit it in with the day job. DT will ultimately help to free up staff resources with
more automation, but you need to frontload it with staff resources to get it off the ground.”
And IC5 noted, “It is a vicious circle, we are told DT will reduce our reliance on headcount

and yet in order to get there we probably need to increase headcount.”

Finally, on the topic of an overarching vision for the sector in the area of DT, a mainly
negative view was expressed by the participants. IC1 stated “No, there is no overall vision at
the moment. The little bits that are happening are piecemeal. We are losing ground in our
core business of lending to forecourt financing, cheaper home loans and automated

underwriting.”

IC4 suggested “I would love to say there is a vision or even one is emerging, but there is no
evidence of this. A brave step is needed, and the various stakeholder groups need to come

together and put a roadmap in place, but what did I say earlier about ego!”

IC3 suggested, “If there is a vision in place. | would say that it is a vision with a small v, we

need a vision with a capital V.” While IC5 felt that “There is a lack of understanding of the

Page | 40



topic of DT within the sector, this is a problem. You don’t know what you don’t know if you

know what I mean. We need a greater level of knowledge about DT.”

5.7 What DT means in practical terms to the credit union sector

The participants were asked what areas of DT were most important for the credit union
sector. The purpose of this question was to obtain specific examples from practitioners in the

industry of how DT applies to credit unions.

IC1 “The list is probably endless but to start with it has to be delivery of service to members
or supporting that delivery. Bringing more automation into the loan underwriting process is a
must; it is too manual at the moment.”

IC2 “Members need to be able to access our services from their mobile devices, there is
literally almost nothing that we cant do on our mobiles these days, yet at the moment

although we can do loan apps through are websites these are not available on mobile apps.”

IC4 and IC6 felt that DT needed to focus more on social media and interactive digital
communications with members. 1C4 “Digital communications with members on their mobile
phone is essential; people want information immediately. IC6 “Chatbots for members is
something which we need, responsive answers to queries. A lot of people don’t want to

phone in, they want to type something into their device and get an immediate answer.”

IC3 thought the following “Grow the loan book, that is what is needed to help with
sustainability. DT needs to be utilised to promote loans to people, provide information and
capture applications in an instant. Members then need to be able to draw down their loans
without moving off their phone. We have just launched a digital signature solution to allow
people collect loans without calling to the credit union, but it can only be done from a laptop

or desktop computer, we have to be on the phones.”
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5.8 Conclusion
The interviews raised many points relevant to the research questions, and these will be

discussed in more detail in the next chapter. Overall there was a commonality between

participants responses with many of the same points being raised, albeit with slight nuances.
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6. Discussion of findings
6.1 Introduction

This research set out to examine if the heterogeneous nature of the credit union sector in
Ireland acts as a barrier to DT in the sector. The data collected during the interviews points
to the fact that such obstacles exist. This chapter will begin with a brief look at some

characteristics which could lead to the classification of the sector as heterogeneous.

6.3 Heterogeneity of the credit union sector in Ireland

The response of the participants validates the view that the credit union sector in Ireland is
heterogeneous in nature which is a central tenet of the research question. Issues such as the
lack of a centralised IT system, differences in the size of credit unions, differences in the
level of product and service offered and differences in processes and procedures between

individual credit unions were all highlighted by the participants.

Commission on Credit Unions (2012) highlight that the sector in Ireland has a limited product
range, lack an integrated IT system while recognising that the sector is made up of a variety
of credit unions with differing degrees of development ambition and at different stages on

their journey.

A ‘one size fits all” model of regulation of the sector in Ireland has been criticised because it
does not suit the needs of a sector which is not homogenous in nature (Oireachtas, 2017). El
Louadi (2008) points out that there Is no such thing as a purely heterogeneous or purely
homogenous sector there are degrees which sectors can span. Oxford (2020) defines

heterogeneity as:

“The state of consisting of many different people or things.”
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As stated, the data gathered clearly points towards the heterogeneous nature of this sector.
The author aims to demonstrate through discussion of the findings in relation to each of the
themes identified that this heterogeneity has relevance for each area and ultimately makes the

task of DT in the sector more difficult.
6.4 Discussion of findings in relation to themes identified

The themes identified during the analysis of data collected in interviews are detailed in the

following section.

6.4.1 Relevance of DT to the credit union sector

As reported in chapter five, each of the participants reported their view that DT holds
relevance for the credit union sector. This is an important finding, as noted in the literature
review (Dow 2007, Goddard, McKillop and Wilson, 2009; McKillop and Quinn 2015) all
argue that technology and the adoption of new technologies are important for the
development of credit unions and particularly important in meeting the ongoing needs of

credit union members.

Commission on Credit Unions (2012) state that the rate at which the credit union sector in
Ireland developed and adopted technology solutions did not keep pace with the rate of
adoption in society generally. If credit unions are to remain relevant to their membership
technology must play a part in that. CUAC (2016) echoes this point and argues that the
internal capabilities which credit unions have in this area are a critical component of their

future development.

Given the importance of the area of technology and DT to society in general and the credit
union sector, it is positive to note the unanimity amongst the participants as to the relevance
of this area. The interview participants, as senior managers in the industry, are in a pivotal
position to influence future policy and development. In the context of this research, this
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finding is significant, the literature points towards the essential nature of DT to organisations,
and it is important to demonstrate that leaders within the sector under discussion also hold

this view.
6.4.2 Change

(Todnem, 2005; Gracey 2020; Pulinka 2020) all point to the critical and necessary part which
change plays in the life and development of a business. Each of the participants discussed the
idea of change as an essential factor within a DT agenda. Although each of the participants
identified the importance of change, there were some doubts expressed about the ability of

the sector to navigate this change and manage the consequences of change successfully.

It was also pointed out by some participants that DT could not be considered in isolation, and

that changes are multi-faceted affecting many parts of the organisation.

From the literature, we see that (Kane, 2019; Schwarzmadller et al., 2018 Ivanci¢, Vuksi¢ and
Spremi¢, 2019) all point towards the importance of change within organisations as part of the
DT journey. The interview findings highlight challenges such as differences in process
between individual credit unions, which will make the process of change required to

collaboratively undertake a DT journey more difficult.

Relating this topic to the research question under investigation, the author has considered the
findings in relation to change in the context of heterogeneity. If credit unions need to come
together and collaborate to achieve DT, which will be discussed in the next section, the
change process will be made more difficult because of the level of difference in the sector.
Change is never a simple process; trying to navigate change across multiple organisations

with multiple different stakeholders will add a further layer of complexity.
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6.4.3 Collaboration

A clear recognition of the requirements for collaboration between credit unions was evident
amongst the participants. The literature pointed to the high cost of investment to enable DT,
the scale of credit unions in Ireland, and even the largest one is still small compared to the
traditional financial services sector. This presents a challenge for credit unions in undergoing

DT, and the factor of cost was raised by a number of participants as a barrier.

Commission on Credit Unions (2012) echoes points raised in the literature regarding the level
of investment required. It also points to examples in international movements of collaboration
which led to the setting up of shared service entities to help the process and improve
efficiency. This type of arrangements must include the standardisation of processes and a

move towards standardised IT platforms.

Although consolidation is occurring within the sector, resulting in larger credit unions,
collaboration on DT is still a fundamental requirement. The heterogeneous nature of the
sector both ensures the need for cooperation and also makes collaboration more difficult.
Although the participants pointed to some noted successes in the area of collaboration, it was

largely considered an area that required much attention.

The level of difference between credit unions, coupled with problems such as ego amongst
individuals, was noted and significant challenges to the area of collaboration. Despite the
barriers which were identified, there was a clear desire amongst the participants for a higher
level of collaboration. It was encouraging to hear discussion of common aims for the sector

and examples of previous and current collaborative efforts.

Collaboration will not just happen, however, and a number of the participants noted that
leadership is lacking at a sectoral level to drive this. This will be a challenge given the

diversity that exists within the credit union landscape in Ireland.
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6.4.4 Process automation

Process automation is central to DT, as was articulated by IC3 who said that in essence, you
could boil the topic of DT down to the automation or semi-automation of previously manual
processes. The non-standardised nature of processes across the sector, which was highlighted
by the participants adds a layer of complexity to this topic. It was the view of more than one
participant that the sector does not have clearly defined and mapped processes and that this is

an inhibiting factor in the context of DT.

Attitudes of Management to this area will be crucial in terms of future collaborative efforts.
In the literature (Loonam et al., 2018; Fouad A. B., 2019; Nahrkhalaji et al., 2019; Leonardi,
2020) all highlight the requirements for those leading DT to be able to overcome resistance

from employees to areas such as process automation.

The findings pointed to attitudes within the sector which resist such standardisation which
will act as a barrier to DT. (Commission on Credit Unions, 2012; CUAC, 2016) both point to
the need for a standardised IT platform for the sector. If resistance is being experienced at the
level of standardising processes and procedures, the challenge will be somewhat more
significant to reach agreement on a standardised IT platform. The memories of the failed
attempt to standardise the system in the 1990s as referenced by (Mckillop and Quinn, 2015)

may make this concept more difficult to achieve.

This failed project ended up with a loss of €35 million of members funds in the sector
without ever going beyond pilot testing. This failure was perhaps for more deep-seated
issues than technical ones, but it has been blamed on technology and has dented the
confidence of the sector in pursuing such a path. The failure, however, does not negate the

need for such a project to proceed (Mangan and Kelly, 2009).
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Heterogeneity again is a factor here that adds complexity and will present challenges for
pursuing a DT agenda. For a single organisation to undergo a project of process automation,
there will be challenges, particularly if that organisation does not have clearly mapped or
defined processes already in existence. Thinking about the required level of collaboration
which has been discussed and further complexities are evident. Now you have multiple
organisations with multiple different processes which first need to be aligned and

homogenised before automation can be considered.

6.4.5 Other noted barriersto DT

The issue of costs has been mentioned already as a driver towards the need for collaboration.
The level of costs associated with such projects is frightening for credit unions. The previous
failure of an attempt to introduce a standardised operating system was referenced because the

memory of this project is still influencing decisions within the sector.

It was noted, however, that the costs of DT are not solely related to investments in new
technologies. There are the human resources costs associated also. Participants indicated that
credit unions do not have the level of staff resource required to focus on DT to a sufficient

degree.

The issue of an overarching vision, or indeed lack of such vision was also seen as relevant to
the topic. In the author’s view, this is interrelated with a number of the other issues that were
raised throughout the research. In a heterogeneous sector with multiple stakeholders creating
an overarching vision that gets support from a large enough number of credit unions will be a

significant challenge.
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6.4.6 What DT means in practical terms to the credit union sector

The author felt that it was important to obtain the views of the participants about what DT
actually meant in practical terms to the credit union sector. Without some practical examples,

the concept of DT could remain esoteric for some.

The prevailing view of the participants was that DT primarily needed to be centred on
bringing the credit union service to the mobile device of members. The ability for members
to get information and consume services from the convenience of their devices was seen as

essential to ensure the continued relevance of credit unions.

6.5 Conclusion

The credit union sector is made up of differing sizes of credit unions at different stages on
their development journey. Each credit union is independently governed and has its own
Board of Directors and Management Team. The findings of the research have pointed to
differences in processes and procedures within the sector and to different attitudes towards
how these differences should be overcome. These factors are all characteristics of the

heterogeneous nature of the credit union sector.

The literature also points towards significant investment levels which are required to fund DT
and considerable risks associated with this investment. DT involves fundamental changes to
how an organisation does business and in addition to the costs related also requires significant
resource in terms of people dedicated to such projects. It was also evident from the literature
that DT is an absolute requirement for firms in the financial services sector in order to
maintain a competitive position and develop the range of services they can provide to their

customers.
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Within the research, it has been found that while there is a common aim, there are differences
in terms of the requirements for a DT journey within the sector, there are barriers to this
agenda. A large amount of change is required. We see from the literature that there the area
of DT can be a key enabler for the sector to provide products and services to members in new
and exciting ways. The issue of change and a fear that the sector may be in danger of

becoming paralysed by change at the present time presents another barrier.

Overall it is clear from the research that the credit unions individually cannot tackle the DT
agenda. For this reason, collaboration is needed, and the heterogeneous nature of the sector
makes this process more difficult. Heterogeneity brings many differences which all provide

further challenges to be overcome.
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7. Conclusions

This research set out to test the hypothesis that the heterogeneous nature of the credit union
sector acts as a barrier to digital transformation. It is the authors view that the findings

demonstrate that this is the case and that further research into this area is required.

The role which credit unions play in their communities and the penetration of credit unions
across the population of Ireland mean that this is an important sector which merits study in a

number of areas.

Having completed the research, there are some areas which the author feels that although not
directly relevant to the research question, are worthy of mention. There are also several
suggestions which could have improved the quality of the research along with

recommendations for future research.

7.1 Contribution to research on credit unions in Ireland

The author believes that this research has made a positive contribution to the study of credit
unions in Ireland. Specifically, the area of digital transformation in the Irish credit union
sector had a dearth of research which is surprising considering the importance of the topic.
Previous research has dealt with areas such as changes within the credit union sector, the
unique characteristics of credit unions and technology adoption within credit unions. On the
issue of DT within financial services, previous work has focused on the banking sector with
no available study on the credit union sector. This study is an early introduction to this area

and could provide the platform for further research related to the topic.
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7.2 Additional findings

From the data gathered during the interviews, there are two additional findings which,

although not directly related to the research question are worthy of mention in this section.

The first is in relation to the requirement for credit unions to maintain a minimum capital
level of ten per cent. One participant felt that this acted as a barrier to credit unions and

impacted on their willingness to invest sufficiently in DT.

Secondly, two of the participants highlighted that in their opinion, the brand identity of credit
unions is often not distinguished. People think of the ‘credit union’ brand without

differentiating between individual credit unions.
7.3 Possible improvements to the research

In chapter four, the author mentioned that consideration was given to including representatives of IT
service providers (ITSPs) to the sector in the interview sample but discounted because of a fear of
potential bias. One of the participants in particular mentioned these ITSPs as a potential barrier to DT
given their conflicted focus on the profitability of their businesses rather than solely what is beneficial
for the sector. It is now the author’s opinion that it would have been helpful to obtain the views of
such providers; given that there is heterogeneity in terms of the IT solutions in the sector such views

would be relevant to the research question.
7.4 Intended audience

The author puts forward the view that this research should be of interest to several stakeholders within
the credit union sector. At an individual credit union level, the study should prove informative on the
topic of DT and provide a summary view of the opinions and approach of peer credit unions to this
important topic. The research would also be of interest to representative bodies such as ILCU, CUDA
and CUMA. Between these three representative bodies, the interests of Boards and Management

within credit unions are accommodated. If policy within the sector is to be adapted to overcome the
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barriers to DT leadership will be required. The representative bodies are best placed to provide that
leadership, but they will have to be courageous and unbiased in doing so. Finally, the research may be
of interest to Central Bank of Ireland as regulators in providing a view from within the sector of a

topic which the Central Bank has deemed critical to the future of the financial services sector in Ire

7.5 Recommendations for future research

Taking into consideration the comments in the previous section, there are a number of areas

which the author feels merit future research.

7.5.1 The impact of the capital structure on appetite to invest in innovation

The comment by one participant regarding the capital levels which credit unions much
maintain to satisfy regulatory requirements is in the opinion of the author extremely
insightful. Within the literature review, the potential conflict between Boards and
Management is highlighted. It was mentioned that Boards are naturally extremely cautious
and fearful of investing significant sums in IT-related projects because of the impact which
this would have on the capital base of the organisation. This is a point of view which the
author has himself encountered in several credit unions. It is not a criticism of Boards but
rather an acknowledgement of the position they find themselves in. It has been the authors
experience that Management is much more willing to make such investments but that
ultimately they require Board approval. Future research could consider the impact which this
capital requirement has on the willingness of credit unions to make innovative decisions and

invest in areas such as DT.

7.5.2 The needs and wants of members when it comes to DT

Another potential area for future research is the needs and wants of credit union members in
the field of DT. The characteristics which differentiate credit unions from other players

within the financial services sector have been pointed out. The drive towards DT will provide
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a platform for credit unions to compete more on the level of these other players within
financial services. While the author agrees that this is necessary and desirable research from
the perspective of the members of credit unions should be conducted to validate this more

completely prior to significant changes or investments.

7.5.3 Brand identity within the credit unions sector

Given the comments regarding brand identity, a study could be conducted in Ireland to
ascertain the level of awareness which the public at large has regarding the separate nature of
each credit union as an organisation in their own right. The author recognises that such
research would be challenging, and its findings could potentially challenge many

stakeholders in the sector, provining difficult strategic questions which need to be addressed.

7.6 Final Comments

As a Senior Manager involved in the sector for over ten years, the author has witnessed a
substantial degree of change, and the topic of DT is one which is of interest to the author. At
the outset of this research project, the author discussed the importance and ever-expanding
role of digital technologies in society. Within this, it was noted that within the financial
services landscape, in particular, DT has become essential to maintain relevance to

customers.

A brief introduction to the credit union sector in Ireland was set out, noting the very high
level of penetration within the population. The particular characteristics of the credit unions
sector, which differentiate them from the banking sector, amongst other things, highlights the

ownership structure of credit unions.

The literature review pointed to the credit union sector in Ireland having diverse
heterogeneous characteristics. Credit unions are at various stages of development, offering
different ranges of products and services.
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The literature concerning DT points towards its powerful role in helping organisations
transform how they do business and how they deliver services to their customers.
Organisational flexibility and a willingness to redesign how the organisation operates were
seen as key requirements in order to progress a DT agenda. Change essentially is at the heart

of DT for firms, and clear leadership is required in order to deliver this change.

The findings of this research point to a number of challenges for the credit union sector in
Ireland in adopting digital technologies and embracing digital transformation. It is evident
that there are already examples of DT at play in the sector and that DT can take many forms.
What is also apparent, however, is that there is a need to move to the next level and in
particular embrace mobile technology to allow for better consumption of services by
members on their mobile devices. The core aim of this research was to investigate if the

heterogeneous nature of the credit union sector in Ireland acted as a barrier to DT efforts.

The findings indicate that this is, in fact, the case and consequently, the sector must adopt
strategies to overcome these barriers. Credit unions in Ireland are diverse in terms of size,
level of products and services offered and crucially in terms of processes and procedures;

these factors indicate that the sector is heterogeneous in nature.

In terms of challenges or barriers to embracing DT within the sector, the findings of the
research indicate that difficulties concerning change and the management of change
surrounding DT are one such barrier. The fact that large scale collaboration is required is a
second significant barrier to DT. Further barriers are the requirement to standardise
processes across credit unions in order to allow for automation with DT along with the lack

of any overarching vision or roadmap for the area of DT.

The heterogeneity of the sector exacerbates each of these barriers which have been

mentioned. The whole topic of change and the need to standardise processes is complicated
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by the fact that each credit union has its own distinct way of doing things. While the aims of
each credit union are the same and fundamentally to one degree or another credit unions are
all doing the same thing, how they do it individually can be quite different. The need for
collaboration and a united DT vision or roadmap for the sector is also significantly affected
by heterogeneity. If each credit union was just a branch of one head office decisions would

be taken centrally and rolled out, thus simplifying matters.

The author recommends that in order to overcome these barriers, each of the representative
bodies for the sector need to come together and find a path through differences. It is
acknowledged that this will be difficult and that each of the stakeholders has their own
unique perspective on the requirements. Finally, what must not be forgotten in all of this is
the views of the member. Credit unions are member-owned organisations, and they are the

key stakeholder whose needs must be front and centre of any drive towards DT.

The author believes passionately in the vital role which credit unions play in Irish society.
The author also believes that DT is a critical component of the future of credit unions and

believes that this dissertation will contribute in some small way towards this future goal.
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Appendix 1 Consent form for interview participation

An analysis of the difficulties experienced by the credit union sector in
Ireland engaging in digital transformation

Consent to take part in research

s L. voluntarily agree to participate in this research
study.

* [ understand that even if [ agree to participate now, I can withdraw at any time or refuse to

answer any question without any consequences of any kind.

* [ understand that I can withdraw permission to use data from my interview within two

wesks after the interview, in which case the material will be delated.

* [ have had the purpose and nature of the study explained to me in writing, and I have had
the opportunity to 2sk questions about the study.

*  Tunderstand that participation involves a telephone interview to discuss the topic of digital

tramsformation i credit unions.
» [ understand that I will not benefit directly from participating in this research.

» [ agres to my interview being audic-recorded and to 2 franscript of the interview being
made.

* [ understand that all information I provide for this study will be treated confidentially.

* [ understand that in amy report on the results of this research, my identity will remam
anonymous. This will be done by changing my name and dispuising any details of my

interview, which may reveal my identity or the identity of people [ speak about.

* [ understand that disguized extracts from my interview mav be gquoted in the author’s
dizsertation, submitted to the National College of Ireland.
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* [ understand that if T inform the researcher that myeelf or someone elze i3 2t risk of harm
they may have to report this to the relevant authorities - they will discuss this with me first

but may be required to report with or without my permission.

* [ understand that signed congent forms and original audio recordings will be retained in on
a securely encrypted laptop belonging to the author and which requires two-factor
authentication to access until the exam board of National College of Ireland confirms the
author’s grade for this dissertation.

*  [understand that a transcript of my interview in which all identifying information has been
removed will be retained for two years after the date of the exam board ratification of the
results for this dissertation.

* [ understand that under freedom of information legalisation I am entitled to access the

mmformation I have provided at any time while it iz in storage as specified above.

* | understand that [ am free to contact the rezearcher for firther clarification and

information.

Stgnature of reseavch participant

Signature of participant Date

Signature of researcher

I believe the participant is giving informed consent to participate in this study

Signature of researcher Date
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Appendix 2 Interview Questions

Backzround of the Interviewea

1. What do you regard a Credit Union as?
a. If needed elaborate, e.z. full financial service provider |/ social orzanization solving
social needs, etc..
2. What is your role in the Credit Union?
3. How long have you been working within the Credit Union sector?
3. Tease out specifically the length of time in their current role.
4. Do you have any |.T. or technical gualifications in the area of Digital Transformation?
a. Isalack of training a problem in the area of D.T.7

Enowledge of Digital Transformation

5. What is your understanding of the term Digital Transformation?

6. How, in your opinion, does Digital Transformation apply to Credit Unions and is it relevant to
credit unions?

7. How will Digital Transformation affect your organisation?

8. Isthere a specific Digital Transformation strategy in your organisation?

Credit Unions and Digital Transformation

8. Is Digital Transformation in keeping with the credit union ethos

10. What areas of Digital Transformation do you view as most important for Credit Unions?

11 Are Credit Unions undergoing Digital Transformation already?

12_ What restraints are there in the Credit Union sector, which will limit Digital Transformation?
a. Arethey justinternal
b. External membership adoption.....

View on requirements and challenges concerning Digital Transformation

13. What are the critical ocrganisationzl requirements for implementing a Digital Transformation
agenda in your view?
14. Is there buy-in at zll levels in your organisation for Digital Transformation?
15. Does the right level of leadership exist in your ocrganisation to lead a Digital Transformation
agenda?
15. What challenges do you see for your organisation in implementing a Digital Transformation
agenda?
a. Technical
b. Resources
. Training
d. Other
17. Are organisational changes required in order to deliver on Digital Transformation?
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Wider sectoral considerations

18.
13.
20.
21.

27,

Could collaboration with other credit unions aid Digital Transformation in the sector?
Is wehat other Credit Unions are doing relevant to your organisation?

Is there am overarching wision for the sector concerning Digital Transformation?

Are there any supports or restrictions imposed by the Central Bank?

Are there any other points you think are relevant to the discussion?
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