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The Innovation Evolution 

Introduction 

It’s been over two years since the COVID-19 pandemic began, which in turn fueled a massive 

explosion of innovation activities across the financial services sector. Early efforts took a 

shotgun approach toward getting customers and members on board the moving digital train, 

solving for the abrupt disappearance of the in-person channel. New technologies as well as 

improvements in existing technologies were all deployed with the hope that some of them 

would resonate with consumers, but not knowing which ones would fail. The primary measure 

of success for these innovation initiatives during this early phase was customer satisfaction, 

as our 2021 report, Rebooting Innovation, showed.

Fast forward to today’s business climate and we’ve discovered that the executive mindset on 

innovation has changed. More precisely, it has EVOLVED. 

Innovation centers of excellence have shot up in popularity, with a wholesale planned ex-

pansion of dedicated innovation teams and centers to drive innovation. The rise of M&A and 

an expanded partner ecosystem as sources of new technology demonstrate that business 

leaders understand that not all innovation needs to come from within the company. That is, 

technology partners and even competitors can be excellent sources of innovation for a finan-

cial institution. Similarly, business leaders have moved away from using customer satisfaction 

as the primary measure of innovation success, as there is now a greater understanding that 

innovation resources need to be also spent on internal systems that can’t be measured by 

customer satisfaction. In short, the world has changed in a little over two years and business 

leaders have responded by adjusting their innovation strategies.

Why read this report? 

As competitive,

regulatory and

financial pressures

mount, organizations

are being forced to

innovate to stay ahead

of the competition and

drive their businesses

forward. This report

provides business

leaders with new

insights into how their

peers are organizing

their internal cultures,

teams and processes to

deliver innovation.

Sponsored by



2

I N N OVAT I O N  R E A D I N E S S  2 0 2 2

Key Findings 

• ●In looking at the four different types of innovation – incremental (existing technology, 

existing market), disruptive (new technology, existing market), architectural (existing 

technology, new market) and radical (new technology, new market) – two things become 

abundantly clear. First, organizational size has a clear impact on the type of innovation pur-

sued (wanting less incremental) and second, most organizations want to focus on existing 

markets (incremental and disruptive) because that’s where they see the biggest opportuni-

ties with the least risk. 

• Partners are a key source of innovation, as half of respondents indicate that they have seen 

their partner/vendor ecosystem expand as a result of their innovation efforts. Coupled with 

the fact that M&A is a growing source of innovation for many companies, it puts the old 

saying of “if it’s not invented here it can’t be as good” to rest. 

• Customer experience as a top innovation driver is losing some steam, as many organiza-

tions see the value in other types of innovation drivers, including internally-focused initia-

tives. While customer-facing systems still garner just over half of the capital expenditures, 

internal-facing, back-end systems take in more than 40% of dollars spent. This indicates 

that institutions are recognizing that infrastructure investments need to be made in order 

to support consumer-facing systems. 

• About 75% of respondents report that they expect to increase their innovation spending 

over the next 12 months, with 41% planning to increase it by 10% or more. Smaller institu-

tions feel the most pressure to increase their innovation funding, as almost all credit unions 

are increasing their budgets while just two-thirds of national banks are doing so. 

• Hiring and retaining talent is a major factor that can impact an organization’s ability to 

drive innovation. However, despite the hiring challenge that many financial institutions are 

facing as they seek to boost innovation, there is a silver lining for those who are moderniz-

ing their technology – it’s easier to hire new and retain existing talent.

Banking 
industry 
respondent 
profile:

27%
Banks with $50 
billion or more in 
assets

30%
Banks with $10 
billion to $50 billion 
in assets

42%
Banks with less 
than $10 billion in 
assets

84%
Retail/ 
commercial banks

16%
Credit unions
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About this report 

Arizent conducted this survey to explore the current state of innovation. More specifically, the 

research looks at how organizations are adapting to the changing business environment and 

what future plans companies are considering to further drive innovation. 

This survey was conducted online between March 1 and March 12, 2022 with 177 business 

leaders in banking (135 or 76% of respondents) and insurance sectors (42 or 24% of respon-

dents). In the banking sector, a mix of national banks, regional/community banks and credit 

unions was surveyed. 

This report focuses primarily on the banking sector and where relevant will compare data from 

the 2021 Rebooting Innovation report, with pages 20-21 providing a summary of key insights 

for insurance leaders.
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The larger the organization, the more likely it will favor disruptive 
innovation

The willingness to pursue riskier types of innovation where new technologies are employed 

(disruptive and radical) or where new markets are explored (architectural and radical) tends to 

increase based on an institution’s size. However, most organizations, irrespective of size, still 

prefer to focus on an existing market (incremental and disruptive innovation) because that’s 

where they see the biggest opportunities (see Figure 1).

Larger institutions want more of a balance between engaging in disruptive innovation and 

incremental innovation, as they have more available resources to explore unproven technolo-

gies and may be more risk tolerant in striving to stay ahead of their competition. Additionally, 

larger institutions are also more likely to pursue architectural innovation, where they apply 

their existing technology to new markets, and therefore maximize the returns on their invest-

ments. In contrast, smaller institutions prefer to pursue safer innovation initiatives, which tend 

to carry less risk, but also have smaller upside opportunities and leave them more vulnerable 

to innovation disruptors.

Figure 1: Larger institutions have a greater appetite for riskier 
types of innovation

Source: Arizent/American Banker Innovation Readiness survey, 2022. Note the totals may not equal 100% due to rounding
Base size: All banks and credit unions n=135

Question: How would you characterize the primary type of innovation your organization pursues?

Overall

53% 32% 9% 7%

National banks

41%

37%

7%

15%

35%

Regional/
community banks Credit unions

51%

Incremental

68%8%
5%

5%6%

23%

Disruptive Architectural Radical

Size drives 
innovation

47%
of larger banks 
with $20 billion+ 
in assets are 
pursuing disruptive 
innovation 

compared to 

31%
of smaller banks 
with less than $5 
billion in assets.
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Partners are a key source of innovation and commercializing 
patents can fuel investments

The old adage of “technology, products and systems not invented here cannot be as good as 

those developed by the company internally” is just that – old and outdated. It’s also a mentali-

ty not subscribed to by at least half the business leaders responding to the survey. Indeed, half 

of the respondents report that they’ve seen an expansion in their partner/vendor ecosystems 

as a result of their innovation programs (see Figure 2). It’s the drive to innovate and find the 

best solutions to meet their needs that’s leading them to find new partners.

There’s also a healthy appetite to commercialize solutions and IP developed from innovation 

programs, with almost a third (30%) of respondents saying that they do so. In other words, 

monetizing innovation from outside the company can provide much needed capital to fund 

other innovation initiatives as well as capitalize on potential revenue opportunities. Take, for 

example, Green Dot Bank. It was originally founded as a prepaid card issuer and quickly began 

to dominate the segment. It soon learned, as its growth slowed down, that it needed to expand 

products and capabilities to its existing and prospective customers. When it rolled out banking 

services to compete directly with banks and credit unions, it found that it had a secondary 

opportunity to sell its capabilities and services to other companies wanting to offer bank prod-

ucts, but not necessarily become a bank. Today, Green Dot offers Banking-as-a-Service to any 

organization interested in offering checking accounts and other banking services. Uber uses 

Green Dot to offer checking accounts and provide the instant pay feature to its drivers, and 

Intuit’s TurboTax offers debit cards, loan products and other banking services to its income tax 

service customers.

Figure 2: There are strong incentives to look externally for innovation and funding
Percent of institutions pursuing the following initiatives

Source: Arizent/American Banker Innovation Readiness survey, 2022 
Base size: All banks and credit unions n=135

Question: Has your organization done any of the followng?

Overall National banks Regional/
community banks

Credit unions

49%

30% 29%

52%

37%

22%

51%

33% 36%

50%

18%
14%

Expanded partner/vendor ecosystem

Sought to commercialize IP developed in own innovation programs

Hold patents as a result of work done in own innovation programs
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Dedicated teams, centers of excellence and M&A grow in favor 
when it comes to innovation

Dedicated innovation teams remain the top innovation program in use, with almost half (46%) 

of respondents stating that they have them. However, this is not evenly split among banks 

and credit unions. National and regional banks tend to have larger innovation budgets, pursue 

more initiatives and are more likely to explore disruptive and architectural innovation. They are 

also more likely to use dedicated teams, with national banks at 70% and regional banks at 57% 

compared to community banks at 29% and credit unions at 27%. By 2024 three in five (61%) 

institutions expect to be using dedicated teams, with double digit increases among regional 

and community banks and credit unions – specifically those institutions who lag behind na-

tional banks.

Innovation centers of excellence have nearly caught up to the usage of dedicated teams in 

popularity (40% for innovation centers vs. 47% for dedicated teams overall), with nearly equal 

adoption among all bank sizes except for credit unions, which trail the others (see Figure 3). 

Centers of excellence represent a strong best practices adoption opportunity for those not 

currently pursuing them. This is because they constitute a cross-functional working group 

tasked with standardizing and scaling innovation across the company and with providing 

guidance to efforts that do not yet have dedicated teams or leadership. In other words, centers 

of excellence can jump start innovation initiatives and provide a working framework that can 

eliminate some risk, while providing best practices that can be utilized for innovation. Going 

forward, all groups expect to increase their usage of centers of excellence, with the largest 

increases among credit unions.

Mergers and acquisitions (M&A) are not always thought of as a typical source of innovation, 

but are the third most popular innovation path chosen overall, with broad adoption from 

national banks to credit unions. The reason for M&A’s popularity is that an organization that 

may be considering pursuing an innovation initiative, especially an incremental one such as de-

ploying a mobile banking app, may find that acquiring a competing institution that has already 

deployed that innovation will allow it to roll out the innovation much more quickly to its cus-

tomers or members with minimal risk. M&A also brings the acquirer more customers, which 

increases market share, possibly new partners or vendors, which expands its ecosystem, and 

often new products, technology and talented staff, which helps grow its infrastructure. In two 

years, M&A will be pursued by almost half (45%) of respondents, with the biggest increases 

coming from credit unions and community banks.

Innovation 
roadmaps 
help

Institutions 
with innovation 
roadmaps are 
twice as likely to 
use dedicated 
innovation teams 
and centers of 
excellence than 
ones that don’t 
have roadmaps.
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Source: Arizent/American Banker Innovation Readiness survey, 2022. Please note M&A option was not asked in 2021 
survey.
Base size: 2022 Survey - All banks and credit unions n=135; 2021 Survey – All banks and credit unions n=90

Questions: Which of the following corporate innovation programs are in use at your organization? Which, if any, of 
the following corporate innovation programs is your organization planning to implement within the next 2 years?

2022

M&A
29%

N/A

45%

46%

47%

29%

40%

49%

19%

24%

36%

21%

19%

18%

25%

13%

35%

61%

Dedicated
innovation teams

2021 2024

Innovation center
of excellence

Other partnerships/
joint ventures

Fintech/
startup investment

Intrapreneurship
programs

Figure 3: M&A is becoming an important path to driving innovation
Types of innovation programs in place (past, present and future)
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Technology adoption curve placement impacts how institutions innovate 

Where an organization is situated on the technology adoption curve, ranging from “Early Adopter” to 

“Laggard,” is often reflected in how it approaches innovation from the perspective of planning, prac-

tices in place and more. Three out of four respondents classify their institutions as early adopters or 

among the early majority when it comes to adopting new digital channels and emerging technologies 

(see Figure 4). While having such a large group in the early phases of adoption, almost the same as 

last year’s survey, is not necessarily unusual, it does speak to something systemic that is forcing them 

to be on the leading and often bleeding edge of innovation – pressure to survive. The pandemic, the 

fintech threat and even smartphones are all “recent” pressures on the banking industry, but not the 

main reason for the pressure, which predates the internet – industry consolidation. 

There are fewer banks and credit unions today than existed more than 40 years ago. According to the 

FDIC, the number of insured banks stood at 14,434 in 1980, falling to 8,200 in 2000 and then down 

to 4,236 in 2021, representing a 70% drop in 41 years.1 In terms of credit unions, the NCUA reports 

that there were 17,350 federal and state-chartered credit unions in 1980, going down to 10,316 in 

2000 and finally 5,068 in 2021, a 71% drop over the same period.2 For an industry to lose 70%+ of its 

participants in 40 years highlights the intense pressures banks and credit unions face today and why 

the vast majority are eager to adopt new technologies in order to gain a competitive edge. For those 

institutions who still consider themselves as laggards and late majority technology adopters, the 

intense threat to their future survivability is almost palpable.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: 2022 Survey - All banks and credit unions n=135; 2021 Survey – All banks and credit unions n=90

Question: Which of the following best describes your organization as it relates to the adoption of new digital 
channels or emerging technologies?

Figure 4: Most institutions see themselves in the early phases of technology adoption
Company self assessments on technology adoption curve

2021

2022

21% Early adopter

54% Early majority

15% late majority

10% Laggard

20% Early adopter

55% Early majority

18% late majority

7% Laggard

1 https://banks.data.fdic.gov/explore/historical?displayFields=STNAME%2CTOTAL%2CBRANCHES%2CNew_
Char&selectedEndDate=2021&selectedReport=CBS&selectedStartDate=1934&selectedStates=0&sortField=-
YEAR&sortOrder=desc

2 https://www.ncua.gov/files/annual-reports/AR1980.pdf
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Documented innovation strategies and roadmaps are commonplace and growing, with three in 

five (59%) respondents having a strategy or roadmap, up slightly from 57% in 2021 (see Figure 

5). However, an institution’s position on the technology adoption curve has a strong influence 

on whether or not that institution has a documented plan. About 79% of early adopters have a 

documented plan, up from 73% in 2021, and 60% of early majority institutions have a docu-

mented plan, up from 46% last year. Having documented roadmaps can be very beneficial for 

an institution that is in the early stages of technology adoption, as roadmaps can guide the 

successful implementation of innovation, highlight the need to find new partners and influence 

the innovation process to become more efficient.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: 2022 Survey - All banks and credit unions n=135; 2021 Survey – All banks and credit unions n=90

Question: How would you describe your organization’s approach to innovation?

Figure 5: Roadmaps are common among early adopters and growing in early majority
Percent with a innovation strategy or roadmap

Early adopter

Early majority

late majority

Laggard

Early adopter

Early majority

late majority

Laggard

Overall

Overall

2022

73%

46%

31%

36%

79%

60%

33%

46%

57%

59%

2021

The  
BIG-small 
opportunity

Smaller institutions 
(less than $5 
billion in assets) 
are less likely to 
have a documented 
innovation roadmap 
at 38% 

vs. 

mid-sized ($5-20 
billion) at 69% 
and larger ($20 
billion+) at 58%, 
representing a 
BIG innovation 
opportunity for 
small institutions. 
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Retail banking is a top innovation priority

The top priority line of business driving banks’ and credit unions’ innovation strategies and 

initiatives is retail banking, followed by commercial banking and wealth management (see 

Figure 6). While insurance and brokerage lines of business are closely tied in fourth place 

overall, the biggest difference is among national banks stating that insurance is a fifth priority 

(a statistically significant finding) and not tied with brokerage. This is most likely due to the 

fact that national banks often have large brokerage operations, while smaller institutions may 

not have them or use a partner to offer the service, making it a less significant revenue line and 

innovation driver.

Customer experience as a top innovation driver is losing some steam

During the height of the pandemic, when virtually every financial institution was forced to 

innovate digitally, customer experience (CX) dominated as the top innovation driver, but that 

sentiment has changed. Or more precisely, it has evolved. As the industry has moved through 

two years of COVID and is progressing through its third year, business leaders are dialing back 

their institutions’ singular focus on CX. And rightfully so.

Source: Arizent/American Banker Innovation Readiness survey, 2022 
Base size: All banks and credit unions n=135

Question: Please rank, in order of importance, with 1 being the most important and 5 being the least important, the 
top priority lines of business driving your organization’s innovation strategy or initiatives?

Figure 6: Banks and credit unions state retail banking is their top innovation priority
Line of business importance in driving innovation priorities

Retail banking

Rank 5Rank 1 Rank 2 Rank 3 Rank 4

Commercial banking

Wealth management

Brokerage

Insurance
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In 2021, CX, at 53%, was three times as important as a goal in driving innovation strategy than 

any other goal (see Figure 7). In just one year, it’s clear that business leaders have changed 

tack, as business model and operational innovation have risen in importance. While CX is 

still the top goal by a measure of two-to-one, this reflects the fact that the in-person channel 

has reopened and that the focus on CX has delivered enough results to allow businesses to 

examine other areas of innovation. In fact, more than 90% of business leaders report that 

their organizations have been successful at advancing their CX goals over the last two years.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: 2022 Survey - All banks and credit unions n=135; 2021 Survey – All banks and credit unions n=90

Question: Please rank, in order of importance, with 1 being the most important and 5 being the least important, the 
goals driving your organization’s innovation strategy or initiatives.

Figure 7: Financial institutions dial back on the singular focus on customer experience
Percent citing each as the number one goal driving innovation strategy

2021 2022

53% 

14% 

16% 

17% 

0% Partner and ecosystem 
innovation

Product innovation

CX innovation

Business model innovation

Operational innovation

39% 

21% 

20% 

14% 

6% Partner and ecosystem 
innovation

Product innovation

CX innovation

Business model innovation

Operational innovation

In response to 
the question on 
what is getting in 
the way of your 
organization’s 
success in driving 
operational 
innovation, a 
director of finance 
at a bank with $50 
billion or more in 
assets states, 

“Legacy systems 
and silo operations.”



I N N OVAT I O N  R E A D I N E S S  2 0 2 2  

P L A N S ,  P R AC T I C E S  A N D  C U R R E N T  F O C U S

12

While the customer remains king, institutions are investing in back-
end systems

While attracting more customers and market share is a top priority for many institutions, and 

using CX innovation to achieve those goals, there is broad acknowledgement that investments 

still need to be made in internal-facing (back-end) systems, processes and technologies. 

Business leaders report that just over half (51%) of their resources are being spent on 

customer-facing or front-end systems compared to 42% on internal-facing systems and 7% on 

other initiatives (see Figure 8).

In an industry where participants, and the media that cover them, all talk about spending 

resources and innovating for the customer experience, the figure of 51% of resources being 

spent on the front-end could be considered too low. In other words, the numbers don’t match 

the hype. The reality is that without upgrading and innovating back-end systems, such as 

modernizing a core banking platform or moving data to the cloud, it can be difficult to support 

game-changing customer-facing programs. This is especially true when using real-time or 

mobile channel technologies. There was almost no discernable difference between national 

banks, regional/community banks and credit unions, as they all recognize the importance of 

modernizing and innovating internal systems.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135

Question:  With the total equal to 100%, approximately what percent of the resources your organization is putting 
towards innovation (dollars, people, systems, etc.) are devoted to: Customer-facing (front-end), Internal-facing 
(back-end) and Other initiatives, systems, processes and technologies?

Figure 8: While the customer is still king, leaders are investing in back-end systems
Distribution of resources (dollars, people and systems): Average allocations

42%51% 7%

Customer-facing (front-end) systems Internal-facing (back-end) systems Other

In response to 
the question on 
what is getting in 
the way of your 
organization’s 
success in driving 
operational 
innovation, a 
director of 
marketing at a 
retail bank with less 
than $1 billion in 
assets states,

“There is still a lot 
of work happening 
to automate back-
office/operational 
tasks - which takes 
time and resources 
away from other 
innovation-focused 
initiatives.” 
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Technology investments need to be aligned with innovation 
priorities

In a perfect world, an institution’s technology investments and resources would be directly 

aligned to its innovation priorities. But, as the survey results reveal, that is not the case in the 

banking industry, leaving a significant opportunity for banks and credit unions to pursue. Only 

44% of business leaders completely agree or strongly agree that their technology roadmap, 

including investment strategies, are aligned with key areas of innovation (see Figure 9). This 

means that 56% of business leaders somewhat or strongly disagree. Surprisingly, this should 

be an easy opportunity to win, as most banks and credit unions tend to have centralized 

control of their innovation efforts.

There’s one additional significant opportunity that can leverage best practices – defining 

innovation outcomes. Only 34% of leaders completely or strongly agree that their institutions 

have clearly defined outcomes for their innovation initiatives. Whether it’s improving CX or 

delivering on product innovation, there need to be key performance indicators that can easily 

show when success has been achieved and the institution can move on to the next innovation 

challenge.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135

Question: Please indicate the degree to which you agree or disagree with each of the following statements as it 
relates to your organization and its approach to innovation.

Figure 9: Aligning the technology roadmap with innovation efforts is critical  
for success
Percent reporting strongly agree and completely agree

44%

34%

27%

Our technology roadmap, including 
investment strategies is aligned with 

key areas of innovation

Our innovation initiatives have clearly 
defined outcomes

Our innovation e�orts are scattered 
all over the company with little 

centralized control or synchronization
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Moving customer and transactional data to the cloud is key to 
driving innovation

Many banks and credit unions, particularly older ones that have legacy core banking platforms 

and other IT infrastructure, are often challenged when it comes to innovation because of 

customer and transactional data residing in silos. However, many business leaders see 

moving that data to the cloud as a way to drive and help spur innovation. The ones blazing the 

trail to move data to the cloud are being led by early adopters who, at 96%, report that their 

organizations have already moved, are in the process of moving or have future plans to move 

their customer and transactional data to the cloud, followed by the early majority at 70% (see 

Figure 10).

The fact that even three in five late majority and laggards (both at 62%) have moved, are 

moving or have plans to transition their data to the cloud highlights a common understanding 

in the banking industry that in order to innovate, as well as succeed in the future, an 

institution’s data cannot reside on-premises in data silos – it needs to be in the cloud where it 

can be more readily accessed to enable innovation.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135

Question: Do your organization’s innovation plans include moving your financial transaction and customer account 
platforms to the cloud?

Figure 10: Moving data to the cloud is where the industry is headed 
Percent moving data to the cloud segmented by approach to technology adoption`

Early
adopters

Early
majority

Late
majority Laggards

Yes, Net

Yes, Already moved or in process of moving to the cloud

96%
25%

71%

Yes, Have future plans to move to the cloud

62% 62%

70%

33% 8%
18%

52%

29%

54%

In response to 
the question on 
what is getting in 
the way of your 
organization’s 
success in 
driving customer 
experience 
innovation, a senior 
manager at a credit 
union with less 
than $1 billion in 
assets states, 

“Data being siloed.” 
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Hiring and lack of technical expertise can impact the ability to drive 
innovation

Financial institutions are finding that their capacity to innovate can be limited by their 

ability to hire and retain talent – the talent needed to maintain existing systems as well as 

implement new ones. Overall, hiring and resourcing talent is the biggest challenge for financial 

institutions, as it affects two in five (42%) and is most acute among national banks and credit 

unions (see Figure 11). The difficulty lies in the fact that during a transitional period between 

old and new technology, two separate systems need to be maintained, legacy and next gen, so 

the type of talent needed can be a complex challenge to resource. 

Regarding the other two areas of talent demands – retention of existing staff and the talent 

pool/skills that partners bring to the table – at first glance both appear to be closely tied as 

to their level of challenge. However, upon closer examination the challenge of what talent 

and skills partners bring to the table appears to affect community banks (38%) the most, in 

comparison to how it affects national banks (22%) and credit unions (18%)

Source: Arizent/American Banker Innovation Readiness survey, 2022. Please note the “Other” answers are not included 
so totals may not equal 100%
Base size: All banks and credit unions n=135

Question: What is your biggest talent concern related to your organization’s technology modernization efforts?

Figure 11: Resourcing the right talent during a modernization is a challenge 
Top talent concerns related to technology modernization

Resourcing the mix of talent required to operate both legacy and modern technologies during the transition period

Retaining talent to maintain legacy systems

The talent pool and skill sets our technologiy partners bring to the table

Overall

42% 30% 26%

National banks Regional banks Community banks Credit unions

37% 38%

22%
26%

18%27%

26% 32%

52% 36%
50%33%
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Despite the hiring challenge many financial institutions are facing as they seek to drive 

innovation, there is a silver lining for those who are modernizing their technology – it’s easier 

to hire new talent and retain existing talent. Three in five institutions (61%) state that their 

technology modernization efforts make it easier for them to hire new talent and almost two-

thirds (64%) report that it makes it easier to retain talent (see Figure 12).

The fact is that an institution that is modernizing its technology infrastructure is investing 

in the future and with this will need to train existing talent and hire new talent with the latest 

skills. This essentially upgrades the resumes of new and existing staff, making them more 

valuable to both an existing as well as a future employer.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135

Question:  Do your organization’s technology modernization efforts make it easier for your company to: attract 
new talent and retain existing talent?

Figure 12: People want to work at an employer modernizing their technology 
Percent agreeing technology modernization has a positive impact on talent

Attract new talent Retain existing talent

Overall

Regional/
community banks

National banks

Credit unions

61%

64%

67%
67%

63%
67%

55%
59%

In response to 
the question on 
what is getting in 
the way of your 
organization’s 
success in driving 
operational 
innovation, a 
senior business 
unit executive at a 
credit union with 
$10 billion to less 
than $20 billion in 
assets states,

“Lack of necessary 
expertise and 
creativity 
internally.”
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Show me the money 

In the highly competitive and ever-consolidating bank and credit union sectors, it should 

be expected that institutions are planning to increase their innovation budgets in the next 

12 months – and business leaders surveyed agree that spending is going up. About 75% of 

respondents report they expect to increase their spend on innovation over the next 12 months, 

with two in five (41%) planning to increase it by 10% or more (see Figure 13).

As the past two to three years have demonstrated, financial institutions need to accelerate 

innovation to grow their portfolios and guard against a variety of outside factors, ranging 

from macroeconomic to health-related challenges. Those institutions staying at the same 

funding level or decreasing their innovation spending are potentially subjecting themselves to 

additional, unnecessary risks. It almost begs the question, “If most institutions are increasing 

their innovation spend in a highly competitive market, why are a select few decreasing it or 

staying flat?”

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135

Question: In the next 12 months, how do you expect your organization’s overall innovation spend (on capital 
expense, operational expenditures, people and other resources) to change compared to the previous 12 months?

Figure 13: Innovation spending is on the rise at most institutions 
Percent expecting investment change in next 12 months

41% 

34% Increase by 1% to 9%

Stay the same 14%

4%

7%

Increase by 10% or more

Decrease

Not sure
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It’s the smaller institutions that feel the most pressure to increase their innovation funding, 

with almost every credit union (95%) interviewed for this survey stating their innovation 

funding is going up in the next year (see Figure 14). In fact, almost one quarter (23%) of credit 

unions report that their innovation funding is expected to rise by 25% or more in the next 12 

months and 36% report that it is going up by 10% to 24%, giving the 10% or more category a 

59% rating level. 

The reasons behind the credit union innovation spending acceleration are varied and not 

easily discerned. Perhaps the pandemic’s pressure has affected credit unions more than other 

institutions because of branch closures/restrictions, or they are more vulnerable to fintechs 

or larger banks, or because the move to digital channels has highlighted gaps in their ability to 

serve their members. Whatever the case may be, the one thing that is easily discerned is that 

credit unions are not happy where they are and feel compelled to drive innovation through a 

massive near-term funding boost.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135

Question: In the next 12 months, how do you expect your organization’s overall innovation spend (on capital 
expense, operational expenditures, people and other resources) to change compared to the previous 12 months?

Figure 14: Credit unions feel the pressure to spend more on innovation
Percent expecting an increase in innovation investment by institution type

Credit unions

95%

78%

67%
Regional/community banks

National banks
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Customer satisfaction is king, well sort of….

In 2021, the primary method financial institutions used to measure the success of their 

innovation programs was customer satisfaction, followed by operational efficiencies, reduced 

operating costs and growth in number of customers/users. For 2022, there is almost even 

parity between the four metrics, reflecting that customer satisfaction alone is not the best 

measure of innovation success and that increased revenues and reduced cost have a direct 

impact on an institution’s balance sheet (see Figure 15).

In both the 2021 and 2022 surveys, credit unions are the most heavily reliant on using 

customer satisfaction as a measure of innovation success, which falls into line with their 

strong emphasis on customer service for their members.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: 2022 Survey - All banks and credit unions n=135; 2021 Survey – All banks and credit unions n=90

Question: How is your organization monitoring or measuring the success of your corporate innovation programs?

Figure 15: Customer satisfaction is no longer the top measure of  
innovation success
Metrics used to measure innovation success

60%

39% 40% 41% 41%
37%

33% 36%

2021 2022

Greater customer
satisfaction

Improved operational
e�ciencies

Growth in number
of customers/users

Reduced
operating costs

2021 2022 2021 2022 2021 2022

In response to 
the question on 
what is getting in 
the way of your 
organization’s 
success in 
driving customer 
experience 
innovation, a senior 
manager at a bank 
with less than $1 
billion in assets 
states, 

“We are making 
strides in 
identifying what 
is important to 
our customers 
and making 
changes to deliver 
a better customer 
experience. The 
process has not 
been easy or 
painless as legacy 
technologies and 
a lack of focus 
have held us back.” 
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Bigger carriers are more likely to document innovation plans

Similar to the banking industry, insurance carriers have roughly the same incidence of 

documenting their innovation strategies/roadmap at 60% as banks and credit unions at 59% 

(see Figure 16). However, documenting the innovation strategy is much more prevalent among 

mid- and large-sized carriers as it is for mid- and large-sized banks and credit unions.

Incremental innovation dominates, but not for all

In the insurance industry, much like the banking industry, there’s a strong preference to 

pursue incremental innovation, at 60% vs. banks at 53%, which refines existing technologies 

for an existing market (see Figure 17). Pursuing such innovation is often perceived as less 

risky, as both the technology and the customers are known and the outcome is potentially 

predictable. However, this type of innovation also often leads to lower returns since little is 

risked and the potential for growth is smaller than in cases of disruptive, architectural and 

radical innovation styles.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135; All insurance carriers n=42

Question: How would you describe your organization’s approach to innovation?

Figure 16: Documenting innovation roadmaps is strong among larger carriers
Percent having an innovation strategy/roadmap

60%

29%

65%

67%

59%

38%

69%

58%

Insurance overall

Banking overall

Insurance with less than
 $1 billion in premiums

Insruance with between $1 billion
 and less than $10 billion in premiums

Insurance with $10 billion
 or more in premiums

Banking with less than
$5 billion in assets

Banking with between $5 billion
and less than $20 billion in assets

Banking with $20 billion
or more in assets

Investing in 
innovation

76%
of insurers plan 
to increase 
their innovation 
investments over 
the next 12 months, 
with 52% planning 
to increase it by 
10% or more.
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There is also a similarity between banking and insurance industries in that larger organizations 

tend to have a more balanced innovation approach that includes the other three types of 

innovation. Insurance carriers with less than $1 billion in annual premiums have a higher 

proportion of incremental innovation at 71%, with the balance (29%) being in disruptive 

innovation. Mid-sized carriers with premiums between $1 billion and less than $10 billion 

include some architectural innovation (almost 12%) and disruptive innovation (almost 18%), 

but are still largely focused on incremental innovation (71%). With the larger carriers ($10 

billion or more), disruptive innovation (39%) is almost the same as incremental innovation 

(44%), and radical (6%) and architectural (11%) play minor, yet important roles.

Expanding the partner/vendor ecosystem is an important element of the insurance industry’s 

innovation initiatives, especially for the larger carriers. About 60% of insurers overall have 

expanded their partner ecosystems as a result of their innovation strategies, just higher than 

banking at 49%. Among the large carriers ($10 billion or more in premiums), the rate is 61%, 

while among mid-sized carriers ($1 to less than $10 billion) the rate rises to 71% and then falls 

to 29% among smaller carriers (less than $1 billion). Since large- and mid-sized companies 

tend to practice architectural innovation where existing technology is brought to new markets, 

it’s very likely that to lessen the risk, new partners are being brought into their ecosystems.

Regarding the 42 insurance industry respondents, approximately 43% are with carriers that 

have more than $10 billion in annual premiums, 40% have between $1 billion and less than $10 

billion in premiums, and the remaining 17% have premiums of less than $1 billion.

Source: Arizent/American Banker Innovation Readiness survey, 2022
Base size: All banks and credit unions n=135; All insurance carriers n=42

Question: How would you describe your organization’s approach to innovation?

Figure 17: Most banks and insurers prefer to innovate in their existing markets 
Type of innovation pursued

60% Incremental innovation

29% Disruptive innovation

10% Architectural innovation

1% Radical Innovation

53% Incremental innovation

32% Disruptive innovation

9% Architectural innovation

6% Radical Innovation

Insurance

Banking
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Conclusions 

• The very nature of the banking industry, which has seen the number of its banks and 

credit unions shrink by 70% over the past 40 years, is indicative of its high level of 

competitiveness, and that success for an institution, let its alone survival, is so much more 

than simply achieving growth and efficiency - it requires innovation. And lots of investment 

behind it. In a market where almost every credit union and 75% of the overall banking 

industry is increasing innovation investments in the next 12 months (41% are increasing 

by 10% or more), institutions that believe they are standing still are actually falling behind. 

Since three quarters of the banking industry consider themselves as early adopters and 

early majority when it comes to technology adoption, the late majority and laggards are 

under threat unless they aggressively spend and innovate. 

• Aligning an institution’s technology roadmap with its innovation efforts and defining 

success outcomes of its innovation initiatives are critical best practices that use the 

precious resource investments being made most efficiently and that lessen the risks 

of innovation. Since most institutions already have some form of centralization of their 

innovation efforts, this could be an easy win for organizations wanting to get the most out 

of their technology and innovation initiatives. 

• Achieving success in innovation doesn’t favor the institution that uses the lone wolf 

approach, as business leaders are recognizing and valuing innovation created externally. 

Half of the institutions surveyed have expanded their partner/vendor ecosystems as 

part of their innovation efforts, which means that the “not invented here” adage has been 

kicked out. Institutions can leverage their partners’ industry knowledge to help them infuse 

industry best practices. Even competitors can be a source of external innovation since 

almost half the industry plans to use M&A as a source of innovation in the next two years. 

• Documenting innovation strategies, having dedicated innovation teams and building 

innovation centers of excellence are all best practices that lead to greater success in 

innovation, especially for institutions that are or want to be early adopters and early 

majority, or are planning major innovation investment increases. The reason is that 

codifying an institution’s innovation strategies gives employees and external partners 

a better understanding of the innovation roadmap and what challenges they will face. 

Dedicated teams and centers of excellence can best create and share practices to learn 

from successes and failures. 

• Innovating for customer experience and investing in front-end systems are important, 

but institutions cannot forget their internal infrastructure that may be used to support 

customer-facing technology. Heavy investments in back-end systems and a move to 

the cloud are examples of what’s taking place in the banking industry that needs to be 

recognized and emulated for those not already on board.
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About Arizent Research

Arizent delivers actionable insights through full-service research solutions that tap into its 

first-party data, industry SMEs and highly engaged communities across banking, payments, 

mortgage, insurance, municipal finance, accounting, HR/employee benefits and wealth 

management. Arizent has leading brands in financial services, including American Banker, 

The Bond Buyer, Financial Planning and National Mortgage News, and in professional 

services, such as Accounting Today, Employee Benefits News and Digital Insurance. For more 

information, please visit www.arizent.com. 

Interested in learning more about how to put Arizent’s full-service research capabilities to 

work for your company? Please contact: Janet King, Vice President Research, janet.king@

arizent.com, 207-807-4806.

About Thought Machine

Thought Machine was founded in 2014 with a mission to enable banks to deploy modern

systems and move away from the legacy IT platforms that plague the banking industry. We

do this through our cloud-native core banking platform, Vault. This next-generation system

has been written from scratch as an entirely cloud-native platform. It does not contain a

single line of code that is legacy or pre-cloud. 

 

Founded by entrepreneur Paul Taylor, Thought Machine’s customers include Arvest,

Atom bank, Curve, JPMorgan Chase, Lloyds Banking Group, Monese, SEB and Standard

Chartered. We are currently a team of more than 500 people spread across offices in

London, New York, Singapore, Sydney and Melbourne, and have raised more than $150m

in funding from Eurazeo, Draper Esprit, SEB, British Patient Capital, IQ Capital, Playfair

Capital, Nyca Partners, Lloyds Banking Group and Backed.


