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ABSTRACT KEYWORDS AND PHRASES
Organizations today are shifting toward collaborative forms of value Blockchain; distributed
creation and rely on digital technologies to operate interorganizational ledger technology; digital

processes. This has led blockchain technology to gain considerable platforms; legitimacy;

momentum, given its ability to foster collaboration among multiple ~ Platform governance;

actors. Nevertheless, despite its benefits, building a blockchain-based banking; |ntr’a-organ|zat|ona|
X 5 " k e-commerce; e-commerce

platform requires integrating heterogeneous needs and adapting to projects

decentralized governance structures. This research investigates the suc-

cessful deployment of a blockchain-based solution for interbank colla-

boration. Our empirical analysis focuses on the Spunta Banca DLT

Project, initiated in 2017 to automate the interbank reconciliation pro-

cesses in Italy, through the deployment of a permissioned blockchain-

based solution. A qualitative analysis of interview data collected from

project participants was conducted to gain insights on the process to

build a blockchain-based platform for interbank collaboration. The find-

ings of our exploratory case study reveal that successful deployment

hinges on a sequential legitimacy-building process, encompassing prag-

matic, normative, and cognitive legitimacy.

Introduction

Digital platforms have been transformative and impactful in many industries and have
provided a novel landscape for interorganizational collaboration. Their relevance has been
associated with their ability to offer new ways of collaboration [18, 60], value capture, and
value creation [33]. As collaborative technologies continuously advance, new ways of
organizing and gaining competitive advantage have also emerged [22]. As a result, the
combination of new technological developments with organizational innovation has con-
tributed to the development of innovative collaborative platforms [64]. Recently in this
regard, the dynamic and all-purpose nature of digital platforms has been explored in terms
of emerging technologies such as blockchain, for which the properties have offered the
opportunity to reconceptualize decision-making functions, and interorganizational inter-
actions are orchestrated in blockchain-based platforms [47, 66].

As a distributed ledger, a blockchain allows the verification and shared recording of
transactions among authorized actors [24, 27]. It adopts a mix of cryptographic and
computer protocols to store and exchange data following a predetermined set of rules
without the need for intermediaries [6, 38]. Therefore, through the deployment of trust-
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building mechanisms and standardized components, blockchain offers unique opportu-
nities to achieve transactional privacy, transparency, risk reduction, and fraud minimization
[13, 27, 52]. Considering the importance of trust in interorganizational systems, block-
chain-based digital platforms have the potential to change traditional paradigms of platform
governance and enable new forms of collaboration [66]. Nevertheless, despite the general
agreement on the potential benefits of blockchain, less attention has been paid to the
conditions that determine the successful deployment of interorganizational collaborative
platforms based on blockchain [66]. Factors contributing to our limited understanding stem
from the novelty accompanying blockchain technology, the small number of blockchain
implementations in interorganizational systems, and the difficulties in conceptualizing
collaboration in blockchain-based platforms [66].

The objective of this study is to address the identified gap by investigating a case of
successful deployment of a blockchain-based platform in the context of interbank colla-
boration. We answer the following research question: How can multiple banks successfully
deploy a blockchain-based platform for interbank collaboration? Considering that an essen-
tial obstacle when deploying systems for interorganizational collaboration regards the
diversity of interests [15, 44], we argue that the deployment of a blockchain-based platform
is underpinned by the different needs and wants of actors. We adopt the concept of
legitimacy as a sensitizing tool for our empirical analysis. Legitimacy refers to the “general-
ized perception or assumption that the actions of an entity are desirable, proper, or
appropriate within some socially constructed system” [58]. Subsequently, since
a blockchain-based platform is an entity performing interbank collaboration actions, its
successful deployment is conditioned by the outcomes of a legitimacy-building process
undertaken to reconcile the diverse interests at stake. This article aims to showcase this
process by analyzing the deployment practices of a blockchain-based platform for interbank
collaboration.

We focus on interbank collaboration as it is considered a crucial aspect in fostering
a stable financial system by facilitating risk sharing, ensuring a more effective liquidity
management, enhanced services, and fraud prevention. In this regard, we conducted an
exploratory case study on the deployment of a permissioned blockchain system within the
Italian banking sector, known as the Spunta Banca DLT Project, which was initiated in 2017
by the innovation division of the Italian Banking Association (ABI Lab) and was imple-
mented as an interorganizational platform to restructure interbank reconciliation processes.
Interbank reconciliation consists of a series of tasks often prone to human error, aimed at
checking transaction flows, detecting nonmatching transactions, and resolving pending
transactions between banks based on bilateral registers [19, 57]. Research shows that digital
platforms can play an important role in automating interbank collaboration through the
deployment of a standardized system to manage data [20, 25]. Nevertheless, despite multi-
ple pressures to embrace digital technologies, various bank operations are still based on
intense manual labor, and information technology (IT) systems in banking consist of siloed
applications that are poorly interoperable and constrain the execution of interorganiza-
tional processes among various actors [20, 21]. Therefore, the Spunta Banca project serves
as an illustrative example of a successful deployment of a blockchain-based platform,
representing a legitimacy-building process for a novel form of interbank collaboration.

Our findings suggest that for successful deployment of blockchain-based platforms,
a sequential approach to legitimacy building should be pursued, beginning with pragmatic
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legitimacy, followed by normative legitimacy, and concluding with cognitive legitimacy. We
articulate these findings through a stage process model comprising of preimplementation,
implementation, and postimplementation phases. This model facilitates a deeper compre-
hension of how the actions of various actors contribute to establishing legitimacy and
ultimately ensuring the success of a blockchain-based platform. From a managerial point
of view, the contribution concerns the provision of an inspirational example to guide the
implementation of blockchain-based solutions at industry level within the banking sector or
similar highly regulated sectors.

This article is structured as follows: We commence by providing a review of previous
works relevant to the main themes underpinning this research. We continue by delineating
the key aspects forming the foundation of our conceptual model. The following sections
respectively delve into the case study and the methodology employed. Next there is
a summary of the main findings, followed by a discussion, before a concluding section
addressing the primary implications and limitations of our study.

Literature Review
Blockchain-Based Platforms

The concept of the digital platform has become a hot topic in the literature, as it represents
an interorganizational system that enables more efficient means of collaboration and value
creation between actors [33]. In doing so, it challenges incumbents to co-create value by
means of software-based technologies [33]. The emergence of digital platforms reflects the
general shift toward new collaborative forms of value creation observed in many sectors,
including banking, driven by the need to improve efficiency, reduce risk, and strengthen
competitive position [4, 50] . These approaches combine cooperation and competition [50]
with the main goal of enhancing collaborative value creation through the exploitation of
supplementary and complementary resources such as digital technologies [45, 50].
Nevertheless, despite the innovative outlook offered by digital platforms, two major obsta-
cles constrain the establishment of sustainable interactions mediated by digital platforms:
the level of trust between participants, and the capacity of actors to perform their tasks, to
pursue a common goal, and to accept the role assigned within the platform [35]. In view of
such challenges and given the recent rise to prominence of decentralized technologies,
blockchain-based platforms have been contemplated as potential prospects in addressing
online forms of interorganizational collaboration [47, 66].

Blockchain is considered today to be one of the most promising technologies for the
development of interorganizational systems since it enables collaborative forms of value
creation across industries, reduces the complexity and cost in the value chain, and increases
efficiency and transparency of transactions [6, 14, 38, 47]. Blockchain has the potential to
greatly impact interorganizational processes, providing a reliable and transparent way to
coordinate different actors without the need to assign control power through means of
decentralization and disintermediation [6, 13]. Such characteristics have led to
a proliferation of blockchain-based platforms aimed at creating collaborative spaces for
which the rules are embedded in and enforced by software systems [36]. The distributed
ledger technology behind blockchain-based platforms allows for transactions to be trans-
parent, secure, and tamperproof while also accessible and potentially shared with all the
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participants in a network [47, 53]. The unique features of blockchain-based platforms offer
a new outlook at how value can be collaboratively created in light of distributed technol-
ogies [36]. In addition, blockchain being the underlying technology of such digital plat-
forms offers novel mechanisms to align the interests of multiple parties through predefined
rules embedded in the system and enforced thereafter through the software [14].

Blockchain offers a novel perspective on digital platforms. This decentralized technology
offers new means for standardization and automation, potentially leading to increased
adoption and success rates [1]. Furthermore, the unique characteristics of blockchain-
based platforms create new opportunities for interorganizational collaboration [36].
Nevertheless, our understanding of the blockchain potential is limited by the lack of
maturity of blockchain projects [6]. While many studies on blockchain-based platforms
primarily emphasize the anticipated benefits in terms of service innovation and added value
[47, 66], it is essential to acknowledge that deploying such platforms comes with challenges.
Therefore, understanding the contextual practices and activities crucial for successful
deployment is deemed critical [36, 65]. Our work represents a significant advancement in
this area, offering valuable insights into the necessary actions for deploying a successful
blockchain-based platform for interorganizational collaboration.

The Deployment of a Blockchain-Based Platform

Since the goal of digital platforms in core consists of supporting interorganizational
relationships and stipulating predefined ways of interactions, the deployment of such
platforms is closely connected to value co-creation. In a typical digital platform, value co-
creation is generally influenced by platform governance and the autonomy assigned to
complementors [33]. Complementors consist of autonomous actors that engage with the
platform based on the degree of control and openness, and the distribution of decision
rights defined by the platform owner [33]. In blockchain-based platforms, such properties
are typically embedded into software code for organizing collaborations both within and
across organizations [40]. For instance, smart contracts can be stored on a blockchain to
define a specific set of rules for designating interorganizational arrangements [16].
Ultimately, as blockchain has advanced significantly, so have its abilities to provide different
access rights, various degrees of openness, and several levels of control that can accom-
modate the heterogeneous needs of different participating actors [9].

A main element of distinction between platform deployment processes concerns the
configurational arrangements, which set out the roles, responsibilities, and processes in the
system [8]. In particular, a distinction can be made between centralized and decentralized
platforms: Centralized platforms are characterized by a platform owner—also called plat-
form provider or platform leader—which manages and coordinates the system by defining
rules, structure, goals, and distribution of value between participants [14, 47]. However, the
literature highlights several drawbacks of this structure, such as the risk that the platform
owner assumes an opportunistic behavior prioritizing its interest to the detriment of the
interests of other platform participants [8, 14, 61], the establishment of trust [51], data
ownership and security concerns [47, 61], leadership and actors’ roles [4, 8], and an equal
distribution of value [8, 14]. Decentralized structures overcome these barriers, creating
a shared infrastructure between participants without assigning market power to a third
party [13, 61]. In these systems, there is no platform owner that has complete control over
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the platform, as the control power is distributed among participants. Usually, there is still an
entity—called the “platform orchestrator” [61] —that sets up the platform and coordinates
the different participants, but it gives up the decisional power to them [14, 45]. In
decentralized platforms, great importance is given to collaboration as a mean to aid
transformation [48]. However, also this type of structure has some drawbacks, such as
slow decision-making processes [14, 47], the risk of not reaching an agreement between
parties, and the need for a high level of involvement and collaboration of participants [14,
47, 61].

Previous studies on platforms have argued that the platform architecture is contingent
on the nature of interactions supported by the platform itself and identify three types of
interactions: information sharing, collaboration, and collective action [55]. Other studies
have focused on the challenge of combining heterogeneous interests and resources in the
development of interorganizational structures and argue that the involvement of stake-
holders in the deployment phases of the platform is fundamental, ensuring that everyone’s
interests are represented [17]. In this regard, blockchain has the potential to build a new way
of deploying interorganizational platforms, by distributing authority and control power
among actors dynamically, without any third-party control [13, 61]. The literature acknowl-
edges that blockchain deployment in interorganizational settings facilitates the governance
of digital platforms, overcomes the low level of trust between actors [13, 23, 38], reduces the
costs of intermediation (transaction costs) [6, 47], and mitigates the risks related to data
privacy and security [6, 13, 47].

The use of blockchain, however, also raises new challenges, such as higher coordination
costs [47], the need of strong involvement by participants [14, 32], scalability and inter-
operability problems [28, 52, 63], and strategic and structural inflexibility [42, 47]. So far,
despite the great attention in the literature toward the possible role of blockchain as an
enabler of interorganizational collaboration, this field of research is not mature enough, and
a general theoretical orientation is missing [6, 27]. This showcases the need to address the
limitations of current studies through tangible examples of efficient deployment of block-
chain-based solutions, in which decentralized tools lead to new forms of interorganizational
collaboration.

Theoretical Framework

While blockchain-based platforms present numerous opportunities, their deployment
entails a complex process due to the diversity of users and interests involved, necessitating
significant standardization efforts [12, 15, 44]. Given the dynamic complexity resulting
from the involvement of a network of different actors, research underscores the importance
of focusing not only on technical aspects but also on social elements to comprehend the
development process of such interorganizational structures [31]. Building on these per-
spectives, we propose that the successful deployment of blockchain-based platforms
depends on effectively coordinating the diverse users and their inherent needs.

To guide our analysis of deployment actions and practices, we adopt the concept of
legitimacy and argue that the successful deployment of a blockchain-based platform is
contingent upon legitimacy building. Legitimacy is defined as the compatibility or
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appropriateness of certain patterns of behavior exhibited by an entity with specific socially
constructed frameworks of definitions, values, or norms [58]. Legitimacy is dependent on the
evaluative and cognitive perspective of a history of events [29]. Therefore, the establishment of
legitimacy ought to be considered based on specific time-spanning endeavors that depend on
the set of objectives against which such endeavors are evaluated. Consequently, as platforms
represent interorganizational systems rooted not only in technology but also in social config-
urations, their legitimacy can be derived from the actions and practices performed to integrate
diverse interests toward achieving some common goals.

Legitimacy is considered an important element in strategically aligning divergent
interests of actors in digital platforms [62]. While some studies, such as
Constantinides and Barret [17] and Kway et al. [39], have begun exploring how
the combination of heterogeneous interests in developing interorganizational struc-
tures relates to different types of legitimacy, these investigations have primarily
focused on healthcare and e-commerce systems. These studies have adopted legiti-
macy to analyze the development of interorganizational establishments such as
digital infrastructures and platforms. However, they do not provide insights into
decentralized structures like blockchain-based platforms, which rely on significantly
different configurations.

In this article, we draw on Suchman’s three types of legitimacy, namely, pragmatic,
normative, and cognitive legitimacy [58], to describe the actions leading to the success-
ful deployment of a blockchain-based platform. The first, pragmatic legitimacy, is
grounded on the self-interest, especially toward the entity’s closest audience, such as
stakeholders. This legitimacy constitutes of direct interactions between the entity and its
audience and how such interaction affects the audience’s contentment [58]. A key aspect
of pragmatic legitimacy relates to the willingness to share some level of authority with
the affected audience, and as such the entity is perceived to be responsive to a broader
interest [26, 58]. The second, normative or moral legitimacy, relates to normative
evaluation and approval of an entity’s activities [5]. In contrast to pragmatic legitimacy,
normative legitimacy departs from narrow self-interest toward a broader societal welfare
evaluated based on the particular entity’s constructed value system [49, 58]. Thus,
normative legitimacy does not rely on the assessment of whether particular actions
benefit an evaluator,but on whether such actions are the “right thing to do” on
a broader level [58]. Normative legitimacy can be divided into three types upon which
its attainment can be based: consequential legitimacy, which refers to the measures of an
entity’s effectiveness based on their achievements and accomplishments; procedural
legitimacy, referring to the “sound practices” or proper means and procedures toward
achieving a certain goal [11, 58]; and structural legitimacy, referring to an entity’s
socially constructed capacity to perform specific types of work [54]. While consequential
legitimacy can be empirically discovered, structural and procedural legitimacy are often
evaluated on the basis of strategies, approaches, and outcomes [43]. The third, cognitive
legitimacy, is based on how well activities are executed from the point of view of
stakeholders [58]. This is an important legitimacy since it defines the level of durability
and sustainability of an entity after having been experienced in the daily life of an
audience [49]. Cognitive legitimacy would become unattainable in the presence of
challenges or unmanageable disorders.
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Background of the Project
An Overview

This study centers on the Spunta Banca DLT Project, which serves as a compelling
example of how a blockchain-based platform can effectively tackle standardization
and automation challenges in the banking sector, thereby streamlining labor-
intensive and time-consuming interorganizational processes [19]. This initiative
offers valuable insights into the processes and activities involved in establishing
a new form of interorganizational collaboration through the deployment of
a blockchain-based platform. Given the potential challenges posed by diverging
needs of actors during the blockchain platform deployment, the Spunta Banca
DLT Project stands out as a successful case, demonstrating how legitimacy can be
established through the implementation of a decentralized system. Furthermore, the
study examines interorganizational relations from the perspective of interbank col-
laboration, recognized for its pivotal role in promoting a more stable, efficient, and
risk-free financial system.

The project was promoted by the Italian Banking Association (ABI) under the
supervision of the ABI Lab—the innovation division of ABI. The objective of the
project was to create a shared infrastructure within the Italian banking sector—the
so-called ABILabChain—that could host different initiatives [57]. The working group
for the development of the project was composed of 14 banking groups, representing
78% of the Italian banking sector in terms of employees. The first issue to be
addressed by this initiative concerned the creation of a blockchain-based platform
for the management of the “Spunta” process, which refers to the process of inter-
bank reconciliation of the flows and operations that generate entries on bilateral
accounts to clear every mismatch in double-entry bookkeeping. This process was
chosen as the first application of the platform due to four main reasons: It presented
low standardization and slow operating procedures, it was relatively simple, it
related to an internal process that does not impact end customers, and ABI is the
entity that manages the regulation of this in Italy [57].

Within the Italian banking sector, the process of interbank reconciliation of bilateral
accounts was governed by an interbank agreement signed in 1978 and updated with
amendments in 1994, so both the process and the rules governing it were well estab-
lished but outdated [2]. The reconciliation process was carried out monthly, according
to bilateral agreements between banks, where usually the “Spunta owner” was defined,
that is, the bank in charge of the reconciliation process for a given period. The process
owner was in charge for a three-year period and then the roles were reversed. Only the
owner had full view of the transactions. Each bank had a customized system to manage
movements and identify suspended transactions, and different bilateral agreements had
different rules for recognizing and suspending transactions. In addition, there was no
structured communication process between the banks to analyze suspended transac-
tions, hence bank employees were forced to coordinate with their counterparties via
e-mails and phone calls, which were difficult to record for future review. Given the
aforementioned shortcomings, the Spunta Banca DLT Project aimed at standardizing
the process, automating tasks, reducing operational risk, increasing transparency and
quality, and simplifying audit activities (7, 57, 61].
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Timeline of Events

Although the Spunta Banca DLT Project started in 2017, the preproduction phase began in
2018, when a general simulation was carried out loading 2 months of data in the platform.
Before running the simulation, a new interbank agreement was defined to structure the
process, the governance model, and the integration plan. In October 2019, a performance
test was carried out by simulating the use of the platform over 12 months with more than
200 million transactions between 200 banks—representative of the entire Italian banking
system [2]. The blockchain system chosen was the private, permissioned DLT Corda
Enterprise by R3. The engagement of participating banks was done gradually, splitting
the entry of banks into 3 waves starting on 1 March 2020. The platform became fully
operational in October 2020. By March 2021, the platform had reached 100 nodes—thus
100 participating banks—and it had processed 332 million transactions, 98.2 per cent of
which were automatically matched [7]. The platform governance is based on 6 layers within
which the participating parties play different functions. See Appendix A for the different
roles pertaining to each actor involved. The most innovative characteristic of this govern-
ance model is its decentralized nature: The platform is not controlled by a single entity, but
decision rights are shared among all the participants. ABI Lab, even though it was the
initiator of the project by setting up the platform under the role of business network
governor, essentially acts as a coordinator, without exclusive decision-making power [61].

Since the interbank reconciliation process is regulated by the same subject promoting the
project, the Italian banking association (ABI), compliance was straightforward. The content
of the new agreement was approved by the ABI executive committee on 15 May 2019 and
communicated to all banks on 13 June 2019. Concerning the roles and responsibilities of
different actors, a single contract was drafted and signed to define rules within the platform.
Table 1 represents a summary of the comparison between the before and after the new
system implementation.

The Spunta Banca DLT has been considered a successful case as the new system, which now
comprises more than 100 banks, has transformed the interbank reconciliation process by having
an automatic match rate of 98%. The new system was able to process 332 million transactions in
the two first terms of application alone, and has been associated with faster processing times,
lower operating risks, and elevated transparency compared to previous processes [7, 19]. Each

Table 1. “Before” and “After” the Spunta System Implementation.
Dimensions Before After

Data ownership Bilateral agreements between banks (biannual/triannual) While remaining the owner of Spunta, each
to define who is the “Spunta owner,” the bank that bank has a view of the transactions.
takes care of the process. Only the owner can see all
the transactions.

Standardization Different reconciliation processes from bank to bank Standardization, simplification, and
transparency of the process between
banks

Frequency Monthly reconciliation Daily reconciliation

Contracts Customised reconciliation rules, different for each Shared reconciliation rules, formalized

bilateral relationship between banks through blockchain-based smart contracts

Procedures Lack of unique and shared rules for identifying Unique and shared rules for identifying

suspended transactions to be reconciled suspended transactions to be reconciled

Automation Investigation process of unstructured suspended Structured internal platform investigation

transactions through e-mails and phone calls process
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bank in the network has installed its data center, which represents a node in the system, with all
nodes being interconnected. The nodes communicate with each other automatically through
blockchain protocol according to preestablished rules and automatically check that the entries
on the bilateral accounts match. Currently, the application allows 98% of transactions to be
matched automatically and the process of investigating suspended transactions to be carried out
within the application. Moreover, the new system allows both parties involved to have a total
view of transactions, although the role of the “Spunta owner” remains. Given the positive
outcome of the Spunta Banca DLT, the project now aims to extend the perimeter of the Spunta
system in the future by applying the same principles to foreign reconciliation processes and to
potentially host additional applications pertaining to other areas of banking [3].

Methodology

The selected design for this study is based on a case study focusing on the in-depth analysis of
the Spunta Banca DLT Project. The emphasis of this design is the provision of a detailed and
intensive examination of the case, and the selection of the case of interest should be based on
the expected opportunity to learn from it [10]. The rationale behind the choice of the Spunta
Banca DLT Project is that it represents a successful case of blockchain-based platform in the
banking sector. Such thorough analysis aims at providing insights that can be useful for future
projects in this domain and at contributing an important addition to the existing literature on
the use of blockchain forming the basis for future theoretical analysis [10]. Thus, this study can
be categorized as an instrumental case study that aims to provide a deeper understanding of
the application of blockchain technology within the banking industry [10]. The main criticism
of the use of a single-case-study methodology is having a limited sample to be representative
and generalizable. However, even if from a single case study it is difficult to obtain a theoretical
generalization, it is possible to produce “moderatum generalization” or “case-to-case transfer,”
which means “to make generalization from one case to another one” [10].

Data Collection

Primary data were collected through semistructured interviews, which allow for an effective
engagement, but also guarantee a certain degree of flexibility to both the interviewer and the
interviewee to deepen relevant concepts that might arise [10]. Since the aim of the research
was to investigate the building and deployment of the blockchain-based platform created,
a generic purposive sampling was applied, which establishes as the main selection criterion
the relevance to the research purpose, to identify knowledgeable respondents who can
provide an important contribution to the field of interest [10]. The selected sample aimed at
comprehending representatives from all levels of governance of the project and collecting
the perspectives of different actors. Among the 10 organizations whose representatives were
interviewed, all the levels of governance were represented. Both managerial and operational
figures were interviewed, as detailed in Table 2. The focus of the interviews concerned the
practices and actions regarding the deployment of the new platform, expressed in terms of
key events and behaviors. The closing of the sampling process and interviews was made
once theoretical saturation was reached, resulting in the collection of data from a total of 18
respondents. More information on the interview guide and covered themes is provided in
Appendix B.
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Table 2. Dataset Overview.
Primary data

Interview Duration
identifier Governance level Role Date (min) Quantity
A Business Network Research Analyst 2022-03-25 30 18
Governor (BNG) respondents
B Business Network Head of Blockchain Service Line 2022-04-04 31
Designer (BND)
C Business Network Head of Connectivity Services 2022-03-15 57

Operator (BNO)/
DLT Network
Provider (DNP)

D Business Network Head of Operations 2022-03-11 37

E Business Network Operations specialist (E1); Accountant (E2) 2022-03-18 25

F Business Network Head of Process Innovation(F1); IT 2022-03-29 55
Functional Analyst (F2); IT specialist (F3)

G Business Network Head of Interbank Settlement Service(G1); 2022-03-31 41

Operations Specialist(G2); Head of
Demand and Project Portfolio
Management (G3); Demand and Project
Portfolio Manager(G4)

H Business Network Innovation Specialist (H1); Operations 2022-04-05 24
Specialist (H2)

| Business Network Senior Demand Manager—Innovation, 2022-04-11 35
Payment & Global Transaction Banking

J Business Network Operations Specialist (J1); Institutional 2022-04-13 57

Banking Specialist (J2)
Archival data

Types of documents Quantity
Internal reports, project presentations, press releases 200 pages
Other research publications based on/referencing Spunta Banca DLT Project 5 articles

To guarantee reliability and validity of the data collection, interviews were recorded and
fully transcribed. The full transcripts of the interviews and all the documents gathered and
produced during the work were collected and stored to enable any possible revision of the
material. In addition, to ensure the credibility of the findings, the technique of respondent/
member validation was applied [10]. At the beginning of each interview, a summary of the
research’s objectives was provided, and at the end of the interview a summary of what was
discussed was also distributed to each participant. In addition, the interviews were accom-
panied by secondary data collection, which included reports, journal publications, project
presentations, and press releases related to the development of the Spunta Banca DLT
Project.

Data Analysis

The data analysis followed the thematic analysis framework, which is based on the devel-
opment of a coding system that emerges inductively from the analysis of the interviews’
transcripts and is regarded as the most suitable method for qualitative analysis because it
entails the certain degree of flexibility necessary to study different types of unstructured data
while also providing a general structure to carry out a comprehensive and coherent analysis
through the coding process [10]. The first level of coding concerned the in-depth analysis of
the individual interviews and the identification of concepts of interest—the empirical
themes—that adhere to the respondents’ terms and views, with little attempt to categorize
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them. The concepts identified in the different interviews were then compared with each
other to pinpoint patterns and common themes according to two main criteria: the
repetition across interviews, and the relevance to the focus of the research question “what
are the drivers and conditions leading to the sustainable deployment of a blockchain-based
platform for interbank collaboration?,” prioritizing concepts that can help describe and
explain the phenomena of interest. The last step involved the aggregation of the conceptual
categories into dimensions related to the three legitimacies, based on their respective
characteristics as evidenced in our theoretical framework [30]. The coding process was
carried out using NVivo software. From the interviews’ transcripts, 243 references were
highlighted, which were combined into 18 empirical themes (first level), then 7 conceptual
categories (second level), and finally 3 aggregate dimensions (third level) as depicted in
Figure 1. In the analysis of our data, we gave particular consideration to the understanding
of the events, activities, choices, and actions in terms of sequential patterns, allowing thus
the development of a process model.

Findings

From the analysis of the interview data, a specific set of actions and practices emerged in the
deployment of the blockchain-based platform, which we assign to each of the three main
stages in the development process: preimplementation, implementation, and postimple-
mentation phases. The preimplementation phase consisted mostly of establishing colla-
borative behavioral patterns and specific roles and responsibilities for facilitating
coordination and cooperation [41]. The implementation phase consisted of the establish-
ment of the decentralized control as foreseen by the implementation of the blockchain
technology and the standardization required in terms of operations, technology, and legal
aspects to support the deployment [34, 52]. Lastly, the postimplementation phase consisted
of the adjustments to the new platform through the training of the actors [56] and a trial-
and-error implementation [59]. A summary of the following findings and their respective
representative quotations has been illustrated in Appendix C.

First-order Codes
Deployment Activities

- Creation of a digital platform adhering to blockchain provisions
- Great involvement and partnership between banks
- Flexibility of the banks towards reaching common goals

- Involving both managerial and operational levels of the banks in the decision making
- Engaging all stakeholders and receiving impartial treatment
- Clear division of roles and responsabilities

- Establishment of platfom governor as facilitator
- Efficient coordination of multiple actors with different needs

- Willingness to decentralize
- Eliminating through blockchain the need for a unique controller to govern the platform

- Centralizing the development and the technical management in a single technology provider
- Standardized processes and operational capacities of the participant
- Attainment of an integrated solution addressing the modularity and autonomy of local infrastructure

- Definiton of clear rules and compliance
- Agreeing in a single contract between all participants
- Adapting specific regulations to the new system

- Establishment of development phases for the project
- Learning how to operate the platform through test phases
- Gradual implementation of the new system

Figure 1. Coding and Categorization.

Second-order Codes
Deployment Practices

Fostering Joint
Collaboration

Engaging All
Stakeholders

Building Stakeholder
Coordination

Decentralizing Control

Integrating IT Systems and
Operations

Formalizing Legal
Requirements

Testing and Learning

Agregrated Dimensions
Pursued Legitimacy

Pragmatic Legitimacy

Normative Letigimacy

Cognitive Legitimacy
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Phase 1: Preimplementation

The first deployment practice related to the ability to foster joint collaboration between all
parties, who appeared to be very involved and cohesive in the attempt to reach an industry
solution, showing flexibility, negotiation skills, and empathy. The interviewees were aware
that a major challenge of the project was to bring together actors who usually compete. The
creation of a joint blockchain-based platform, where all actors cooperate to achieve
a common goal, appeared central to successful deployment. The shared feeling that led to
this strong cohesion between the participants was the belief that they were trying to achieve
an important system-wide solution from which all the banks could benefit as a sector. In
this regard, the words of Respondent F1 are emblematic:

The success factor is always to be found in those people who have a vision of how the world is
going and also the ability to negotiate, to relate and to empathize [...] Taking a cue from the
concept of “co-opetition,” there is indeed competition between banks, but if certain things are
done together, we can save on investment, we can reduce time, and we can better mitigate risks.

A second deployment practice in this phase regarded the engagement of all stakeholders
within the system. In this regard, respondents pointed out that the establishment of a clear
governing model, and defining the roles and relationships between the different parties
involved, played an important role in the preimplementation phase. Six governance levels
were defined within the platform, each of which foresees a precise role and functions.
According to the interviewees, these levels were necessary for the correct governance and
functioning of the system. The importance of a clear governance model lies in the ability to
precisely identify the boundaries of accountability. In this regard, Respondent C stated:

With a governance system designed in this way, it is very clear where the boundaries are, what
I have to do, what the software developer has to do, what ABI Lab, which governs the system,
has to do, and so on.

Lastly, interviewees pointed out that at the beginning of the project, two barriers to develop-
ment were mistrust among participants and the need for coordination between banks with
different needs and capabilities. In this regard, it is important to highlight how ABI Lab, as
Business Network Governor, was able to take on a facilitating role within the project, in order
to build stakeholder coordination among all the actors involved in the project but without
actually ruling—instead, letting all decisions be taken jointly by all network actors. In this way,
ABI Lab fostered a collaborative climate by ensuring the equal involvement of all. For instance,
an employee of one of the banks identified as Responded F2 stated:

I can say that perhaps the most unique element for me was working together, all as equals,
getting together with so many colleagues and deciding together what to do. [...] ABI Lab
considered all banks as being equal. This may not even be the case because there are bigger
banks and smaller banks.

Phase 2: Implementation

The interviewees pointed out that the idea of decentralized governance is essential in the
development of platforms that use blockchain technology, which is why in the implementa-
tion phase decentralizing control ought to be the first and most important deployment
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practice. According to our information, a major flaw in projects that implement the
blockchain technology is that of creating a distributed infrastructure but adopting centra-
lized governance, causing the main benefits offered by the distributed ledger to be lost. In
addition, the adoption of a decentralized governance model facilitated the deployment of
the platform because it removed the need to find an entity on which to centralize decision-
making powers. All participants felt involved in the decision-making process and were able
to advocate their interests. For instance, Respondent B stated:

There must be a desire to manage things in a decentralized way. For instance, if you make
a blockchain but then there is only one company that manages everything, this could have been
done with a centralized infrastructure.

Furthermore, concerning the infrastructural aspect, from the interviews it emerged that
integrating IT systems and operations was a major challenge for the project, since within the
Italian banking system there was a lack of standardization of internal procedures and
substantial differences in terms of technologies, also due to the different sizes of the
banks involved. To overcome this challenge and enable the integration of the systems, the
technological partners developed an integrated service solution for all banks. Despite the
system being centrally managed in order to guarantee a suitable level of interoperability
between banks, it also allowed each actor to manage its node and run its own application.
The key strength of this solution was centralizing the development of the solution and the
management of the technological issues because it made it possible to define a solution that
considered the needs of all parties involved. According with Respondent C:

By doing this type of integration we have brought a completely turnkey solution, so no bank had
to worry about the shared infrastructure. The integration of the banks’ legacy systems was all in
all very simplified [...]. Concentrating the technological issue on one subject instead of dis-
tributing it and making it a problem for all banks is the key to the success of applications of this
type that involve communities of subjects because when we solve it, we solve it for everyone.

From a legal point of view, the interviewees emphasized that the success factor in formaliz-
ing legal requirements regarding the platform deployment was the involvement and colla-
boration of all stakeholders. A significant in-depth legal study was carried out through the
establishment of a working table between the lawyers of each bank, coordinated by ABI
Lab’s legal department, which made it possible to discuss and define all the legal aspects and
to draw up a single contract signed by all the parties regulating the system. For instance,
a manager in one of the banks identified as Responded I stated:

The other important thing is the legal in-depth analysis conducted. We had many meetings
with the lawyers involved by ABI Lab and with the lawyers of each bank, so when it came to
signing the contract, all the legal aspects had already been dealt with and defined, and no
doubts were left open about legal and compliance issues.

Lastly, as the banking sector is highly regulated, the legal aspect related to the use of
technology is also accompanied by the issue concerning the need for regulatory adaptation.
In the specific case of the interbank reconciliation (Spunta), the process of regulatory adapta-
tion was straightforward since ABI Lab, the promoter of the project, is also the regulator.
However, it emerged from the interviews that for the development of projects of this kind, it is
important to have an alignment from a regulatory point of view, as stated by Respondent D:
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The coordination of different actors, both private and public, banks, technological partners,
and the supervisory authority itself, to redefine the regulatory profiles is fundamental. I must
say that from this point of view ABI Lab did an extraordinary job of coordination, but it was
a nontrivial hurdle at the outset.

Phase 3: Postimplementation

In the postimplementation phase, an important point highlighted by interviewees con-
cerned the training of the actors to the new system and technology through a testing and
learning approach. The technology partners were aware of the lack of knowledge of the
banks and pointed out that projects often do not go into production because participants
did not ultimately understand the technology or the benefits of it. To overcome this issue,
a “Test and Learn” approach was adopted, so that banks could ease into the process
gradually. In this regard, Respondent E2, said:

Let’s say that we had trained during the test phase where we tried to do the various operations,
so the adaptation was easy because by the time it went into production, we already knew the
system.

In addition, a similar approach was also implemented to assess the technical performance of
the platform through a series of trials and standard tests. Since the new system would be
implemented gradually, enough time was allocated to evaluate the stability and responsive-
ness of the blockchain-based platform through trial-and-error mode of adjustment. These
would allow for any underlying issues or necessary adaptations to be made promptly. In this
regard, Respondent F1 said:

So, thanks to the performance testing and stress testing that we did on Spunta, R3 engineers
were able to take action and improve the performance considerably at the platform level.

Discussion

This section presents an in-depth discussion of the findings. Based on the findings emerging
from the data analysis, we argue that the three identified phases can be aligned with the
following sequence of legitimacy-building activities that guarantee the successful deploy-
ment of a blockchain-based platform: pragmatic, normative, and cognitive legitimacy.
A depiction of the findings in the form of a stage process model depicting the stages,
actions, and practices and associated legitimacies can be seen in Figure 2.

The preimplementation phase consisted of the need to primarily set the ground for the
adoption of the blockchain-based platform, which would subsequently drive toward decen-
tralization of control. In the preimplementation phase, what became imminent was the
important role of stakeholders and their involvement with the Spunta project. This was
addressed through the establishment of a joint collaborative spirit and willingness to offer
equal involvement in the project to all the stakeholders. When it comes to the collaboration
between the actors, a potential problem often highlighted in literature with decentralized
technologies such as blockchain is the need for a high level of involvement between parties
[14, 32]. For Spunta, our analysis reveals that the main driver of the cohesion was the belief
that they could create a system solution that would bring important benefits to the banking
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Deployment Practices Effect on Legitimacy Building

Triggering
Needs

Deployment Practices

Outcome

Phase 1

Need to bring together actors who
compete
Need for high level of

Creation of a digital platform with a
high cooperative spirit
Shared goal and collaborative

PRAGMATIC

Pre-Implementation involvement between parties se.ns_emaklng ; LEGITIMACY
N Willingness to provide equal
Need to establish . .
. . involvement of all parties
collaborative practices
Need to set up an organizational and Adoption of a decentralized
Phase 2 operational framework . governance model
Implementation * Need to decide between centralized Defining and regulating the roles and
vs decentralized structure relationships between those involved NORMATIVE
Need to combine different internal Definition of expected actions and LEGITIMACY
procedures and technological accountability
differences The creation of an integrated service
No legal uniformity Drawing a single legal contract
Need to compensate for the The adoption of a test and learn
Phase 3 X lack of past or similar approach
Post-Implementation experience Insertion of an educational program for COGNITIVE
Need to learn through all actors to understand the technology LEGITIMACY

doing ¢ Gradual adaptation to the new system

Figure 2. Process Model.

sector. This is consistent with the literature analyzed, which highlights how companies are
shifting toward a more collaborative approach with their competitors within their value
chain to improve efficiency, reduce risk, and strengthen their competitive position [4, 50].
This new approach—which combines both collaboration and competition to enhance value
creation—is referred to as “co-opetition” [50] and relies on the exploitation of digital
technologies such as blockchain.

In addition, the clear definition of the governance model, roles, and responsibilities
within the system guarantees the ability to identify precisely and easily the boundaries of
accountability. This issue of role clarity seems to address the main barriers to the success
of interorganizational platform development, namely, the cost and the complexity of
collaboration between participants, as it drastically reduces uncertainty regarding roles
and responsibilities [4]. Moreover, the clear definition of roles and responsibilities can
lead to a stronger alignment of participants’ goals, which is considered in the literature
as a key element for the proper development of digital platforms [4, 8]. This is an
important point, as failure to have clear roles and responsibilities could have resulted
into various tensions stemming from different structural expectations, inconsistent
goals, and contestable collaborative arrangements [4]. Furthermore, the findings unfold-
ing in the preimplementation phase show that crucial to the successful deployment has
been the role of ABI Lab, which managed the development of the platform and the
coordination of the different actors assuming the role of business network governor, but
never ruling. This interpretation of the governor role assumed by ABI Lab matches the
figure of the “platform orchestrator” found in the literature, who sets up the platform
and coordinates the different participants, but it gives up the decisional power to
them [61].

According to the interviewees providing coordination mechanisms for negotiating goals,
integrating deliberation and establishing clear roles and responsibilities to all stakeholders
are critical in ensuring transparency of the collective decision-making process. These
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specific characteristics could be inferred to have played an important role in minimizing
two of the key tensions in digital platform as underlined by literature, namely, lack of trust
and complexity of collaboration stemming from heterogeneous actors [35, 45].
Furthermore, the role assumed by ABI Lab of coordinating the involvement of all stake-
holders and the joint decision-making processes adopted are consistent with the best
practices highlighted in literature for the proper development and functioning of an
interorganizational structure, such as involving all stakeholders in the development phases
and ensuring that everyone’s interests are represented [17]. These practices are aimed at
establishing pragmatic legitimacy among actors. In fact, pragmatic legitimacy is dependent
on the level of self-interest perceived by an entity’s closest audience, such as stakeholders,
and stakeholders will perceive an entity as legitimate as long as they derive benefits from the
actions undertaken on their behalf [58]. Based on the aforementioned findings, we argue
that if equal involvement had been denied and some of the stakeholders had been neglected,
there would have been less willingness to collaborate and coordinate between them. A key
aspect of pragmatic legitimacy relates to the willingness to share some level of authority with
the affected audience, and in the case of the Spunta project it was reflected by being equally
responsive to all the broader set of interests [26, 58].

While the preimplementation phase addressed the need to pragmatically legitimate the
deployment of a blockchain-based platform among actors with competing goals, the
implementation phase consisted of the operational practices needed to deploy the block-
chain-based platform. This corresponds to attaining normative legitimacy that relies on the
ability to “do the right thing” [58] and is evaluated on the basis of strategies, approaches,
and outcomes [43]. Particularly, our findings indicate the achievement of the procedural
type of normative legitimacy, which makes reference to the “sound practices” or proper
means and procedures implemented towards achieving a certain goal [11, 58].

More specifically, in the implementation phase, the analysis highlighted the establish-
ment of decentralized control, where power is shared by multiple actors. Although such
a deployment practice can be inferred from the previous studies that refer to the inherent
features of blockchain technology that allow one to overcome barriers related to traditional
centralized governance systems [6, 13, 23, 47], our study shows that this is a crucial step in
the implementation of a blockchain-based platform. Another important point that was
uncovered by the findings as crucial in the implementation phase was the need to harmo-
nize any technical, organizational, or legal disparities that could hinder the governance of
a blockchain based platform. Our findings showcase how the innovative nature of
a technology such as blockchain requires the ability to adopt common interfaces and to
create a shared infrastructure [52, 61]. Fundamental to the proper functioning of this type of
system is the standardization of data flows among participants and ensuring that they all
have the same operational capacity. The key strength of the solution adopted by the Spunta
project was to centralize the development and the technical management of the shared
infrastructure in a single technology provider.

Additionally, from a legal point of view the success factor in overcoming the several
challenges highlighted in the literature—such as governance and accountability, contract
enforcement, data privacy and security [34, 42, 57]—was the involvement and collaboration
of all stakeholders around the legal issues from the early stages of the project through the
establishment of a working group made by lawyers appointed by each participant, who
discussed and defined all the legal aspects and drew up a contract signed by all the parties
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regulating the system. Such practices support previous studies underlining that for the
development of projects of this kind, it is necessary to have an alignment from a regulatory
point of view by the supervisory authority and therefore collaboration between public and
private actors [34, 42].

Finally, the postimplementation phase refers to the testing-and-learning practices
adopted by the Spunta project where all the actors had the opportunity to understand
and adapt to the technology in a gradual and guided way. That process allowed for the
blockchain-based digital platform to be used more easily and consciously, once implemen-
ted fully. This made it possible to overcome the challenge highlighted in the literature
regarding the lack of knowledge and understanding of the technology [52, 56], which is also
closely linked to one of the barriers to the success of interorganizational platforms, namely,
the capacity of all actors to fulfill their tasks [4]. The adoption of blockchain technology, the
training of actors in using the new technology, the shared technological infrastructure, and
the strategic alignment represent the key elements highlighted by research for organizations
to achieve business intelligence agility, which is considered fundamental to compete in
today’s turbulent digital business environments [46].

In addition, different tests and technical examinations were performed to assess the
performance of the platform. This would allow for any issues to be addressed in a timely
manner and allow for the necessary adaptations to be made to the platform. As banking is
a highly regulated sector and regulatory requirements are stringent but also constantly
updated [37], adaptations in this regard should be considered as a recursive process that can
follow any alternation in terms of collaboration or standardization, that is, change in legal
requirements that would need adjusting, and vice versa. Consequently, we argue that all the
deployment practices taking place in the postimplementation phase led to building cogni-
tive legitimacy, which evaluates how well activities are executed [58] and the sustainability
level of an entity after having been experienced in reality through a real user audience [49].
As cognitive legitimacy can be attained when issues and challenges are properly addressed,
the testing and learning practices allowed for the appropriate measures to be taken to tackle
any difficulties and thus to successfully build a cognitive legitimacy as well.

In conclusion, it can be inferred that our findings concur with how the successful
deployment of blockchain-based digital platform for interbank collaboration is dependent
on the standardization of technological and procedural components and the level of
collaboration established [35]. In doing so, this underlines again how blockchain as an
enabler of digital platform should be associated with decentralized control, emergence of
new forms of collaboration, and a continuous adaptation process [66]. Moreover, the
findings presented in this study also extend current research on the role of legitimacy in
developing similar interorganizational structures [17] [39]. Constantinides and Barret [17]
focused on information infrastructures in the health care and argued that pragmatic
legitimacy should be the first to be pursued, followed by cognitive legitimacy, and lastly
normative legitimacy. The divergence in findings showcases how the nature of entities
under review, or the domain, can play an important role in the sequence of legitimacy
building stages.
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Theoretical Implications

Considering the multisided nature of digital platforms, this research adopts a legitimacy
building framework for looking at the successful deployment of a blockchain-based
platform given the importance of legitimacy in aligning divergent interests in interor-
ganizational structures [62]. Based on the findings, we contribute to the building of
a process model showcasing how the successful deployment is conditioned by the
different actions and practices that lead to a sequential legitimacy building pattern
undertaken to reconcile the diverse interests at stake. The emerging actions and prac-
tices as depicted in the process model summarized by this study offer new insights on
interorganizational interoperability and its close relations to different types of legiti-
macy [58].

This research supports the existing literature on the use of blockchain for the creation of
interorganizational structures. The case of Spunta confirms the centrality highlighted in the
literature of a proper governance model for the proper development and functioning of
a successful interorganizational platform. In particular, the adoption of a decentralized
technology allows overcoming the barriers associated with the traditional centralized
structures, such as the need to assign control power to a party and the low level of trust
between participants [13, 23, 38], and the costs of intermediation [6, 47]. Furthermore, the
analysis underpins previous research on platform development [17, 55, 61] by highlighting
that the successful functioning of a decentralized governance model requires the provision
of collaboration mechanisms for defining roles and responsibilities, negotiating goals, and
ensuring that everyone’s interests are represented.

From an operational point of view, the analysis confirms that the adoption of
a blockchain system requires a process of standardization of the operational capabilities
of different actors and the ability to parallel management of multiple separate infrastruc-
tures through the adoption of common interfaces and the creation of shared infrastructure
[52, 61]. Furthermore, another central theme in the literature confirmed by the analysis
concerns the need to train actors in using the new system to overcome the barriers of lack of
knowledge and understanding of the technology [52, 56] and the capacity of all actors to
fulfill their tasks [4].

Even though the study was based on the practices and activities leading the successful
deployment of a blockchain-based digital platform, the reverse can also hold true. From
a theoretical perspective, it should be considered that actions different from what has been
documented throughout this study, as also highlighted throughout the literature, can create
obstacles to the implementation of blockchain for interorganizational collaboration.
Overall, the aforementioned findings and implications contribute to the emerging literature
on the role of legitimacy in the development of interorganizational structures [17, 39].

Practical Implications

From the analysis of the success of the Spunta Banca DLT Project, it is possible to
derive six main takeaways useful for the deployment of similar projects. First,
blockchain technology shows greatest potential in light of collaboration and success-
ful exchange of information between different actors through the creation of
a secure and trusted environment. Second, it is important to adopt a decentralized
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control to make the most of the potential of the technology, while clearly defining
roles and responsibilities and adopting coordination mechanisms to ensure align-
ment between parties and the functioning of the system. In this regard, a facilitating
element is the presence of an entity that acts as a facilitator between the parties—the
platform orchestrator—who sets up the platform and coordinates the different
participants, but gives up the decisional power to them. Third, due to the distributed
nature of the technology, a blockchain-based platform requires the integration of the
different systems of the participants and the creation of shared infrastructure,
ensuring that all the actors have the same operational capacity. Fourth, it is impor-
tant to provide training for all actors involved in the project, so that everyone can
use the technology easily and consciously to fulfill their tasks. Involving all actors
from the initial testing phases can help them to know and understand the technol-
ogy in a gradual and guided way. From a legal point of view, the use of blockchain
can raise the need to assess various issues. For this reason, the discussion and
definition of the legal aspects among the participants in the project are important.
In addition, if the platform operates in a regulated sector such as banking, an
adaptation from a regulatory point of view and thus the involvement and alignment
of the supervisory authority is also crucial. Lastly, an important element that
emerged from this study related to the importance of the managerial dynamics
within this interorganizational initiative. The involvement of managers in the deci-
sion-making process and their cooperative spirit should be highlighted as an impor-
tant success factor for the implementation of the system.

Limitations and Future Research

There are two main limitations pertaining to this study that can be addressed
through future research. First, it should be noted that the results of this article are
based only on the analysis of the selected case study; therefore, drawing general-
izations from the conclusion may be limited, but can be addressed through future
research within a similar domain. The second limitation concerns the specific
geographical and regulatory context in which the use case is developed. In fact,
since the banking sector is a highly regulated sector with potential differences from
one country to another, this study and its conclusions are mainly useful for contexts
that present similar regulatory and cultural conditions. Regarding such limitations,
a future comparative study with other similar initiatives in other countries could
provide more generalizable results by examining several similar projects developed
in different contexts and comparing their characteristics and results to identify
points of convergence and divergence. Concerning the development of new use
cases on the common infrastructure created, future research could evaluate the
new benefits and challenges faced when applying the technology to the management
of processes that deal with the banks’ business and the relationships with customers.
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