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Abstract

In recent years, technological advances have led to dramatic changes in the
financial ecosystem and momentum in the traditional structure of the banking
industry and the need to review the traditional business models of banks.
Therefore, the current study has been conducted with a qualitative-quantitative
approach to explain the open banking business model in the Middle East Bank.
The statistical population of this research in the qualitative part consists of
middle managers of various branches of the Middle East Bank active in the field
of open banking and managers of fin-techs whose statistical sample size was
equal to 10 people. Also, the quantitative population of this study is the managers
and employees and natural and legal customers of 16 branches of the Middle East
Bank in Tehran, which was determined based on Cochran's formula equal to 370
people. The data collection tool in this study is semi-structured in-depth
qualitative interviews, the data of which were analyzed using the soft systems
research method, and in the quantitative part, the data were collected through a
researcher-made questionnaire were collected and then analyzed by using
confirmatory factor analysis and structural equations. Based on this, 94 codes
extracted from interviews with experts, were classified into 74 concepts, 16
subcategories and 3 categories of customer-oriented banking, APl management
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Middle East Bank, and regulatory developments. Quantitative findings also confirm the positive and
Application programming | significant impact of these three components on the open banking business
interface (API) model of the Middle East Bank.
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Extended Abstract

1. Introduction

The prolonged crisis with the ongoing
problems of the banking sector, liquidity
and governance risks, unprecedented and
prolonged political interventions, and low
interest rates have changed the market
environment in which financial companies
and investors operate. In addition to these
increasing crises like the COVID-19
pandemic, banks are faced with several
serious challenges, such as reduced
income and low profitability, stricter
regulations, and increased competition
from shadow banks and digital
newcomers. Open banking, as a measure
to strengthen competition and innovation
in the banking sector by breaking data
warehouses in the financial sector and
opening data access to a wider range of
users, has begun to bring about significant
changes in the market. Open banking is a
banking process that allows third-party
financial service providers to access
consumer banking, transactions, and
other bank data through API. The banking
business model is challenged and this
study tries to handle the business model in
the changing environment, regulation, and
digitalization on the way to open banking.
The researchers in this study are trying to
study how global trends affect the
financial and banking ecosystem, as well as
the inhibiting and strengthening factors in
the path of moving towards open banking
and its implementation, and examine the
developments in the field of banking
strategies and business models and finally
present the open banking business model
to create, acquire, and provide value and
answer two main questions: 1) What is the
open banking business model in the
Middle East Bank based on a holistic and
systematic approach and 2) What

Journal of Executive Management

G

1z

'(\

components and indicators affect the
formation of the open banking business
model in the Middle East Bank using the
soft systems method?

2. Method

In terms of purpose, this research is
fundamental and developmental and in
terms of nature and method, it is practical
with a mixed-method approach. The
current research is in two stages: a) the
qualitative part using the soft systems
methodology (SSM) in order to identify the
components of open banking and
represent the business model of open
banking; b) the quantitative part. To
determine the validity of the model
components in the open banking system,
confirmatory factor analysis was used. The
statistical population of the research in the
qualitative part included the information
technology managers of the central
branch of the Middle East Bank in Tehran,
who were selected through purposeful
and snowball sampling. Interviews were
conducted with five middle-level
managers of various branches of the
Middle East Bank active in Open banking
and five managers of fintechs and start-
ups active in the field of technology. In the
quantitative part of this research, the
statistical population consisted of 10,255
managers, employees, and real and legal
customers of 16 branches of the Middle
East Bank in Tehran, from whom 370
people were selected through the Cochran
formula due to the large size of the
statistical population (10,255 people).
Determining and sampling was done in a
non-random and available way. The data
collection tools included library studies
and semi-structured interviews with open
questions and questionnaires.
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3. Results

In the last few years, the new generation
of financial services infrastructure has
faced a fundamental change in general,
digitalization has made it possible to
create new banking business models, and
open banking is one of the necessities in
the path of these developments. With the
help of open banking, users and suppliers
will get many benefits from the domestic
market; customers will have better options
to decide about the financial products
they need and can more easily find real
products that suit their needs. After
identifying the characteristics of each
customer, the supplier will send
appropriate information and suggestions
to them by matching the customer's
specifications. In addition, thanks to open
banking, users can have the data of several
accounts, cards, and banking products of
different institutions together in a single
application. The current research was
conducted with the aim of the open
banking business model in the Middle East
Bank with the approach of soft systems,
which focuses on an accurate and correct
understanding of the nature and structure
of the research problem in order to
achieve a clearer understanding of the
problem and improve the existing
situation by using the opinion of experts
and interested people in the problem.
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Based on this, in the current study, during
the first four steps of designing the
research conceptual model, 94 codes
extracted from interviews with experts
were categorized into 74 concepts, 16
subcategories, and three categories. In the
next step, the obtained model was
compared with the real world during the
fifth to seventh stages and presented some
amendments to make the desired changes
in order to implement the open banking
business model in the Middle East Bank.
Based on this, it can be acknowledged that
the open banking business model in the
Middle East Bank is influenced by the
three main components of customer-
oriented banking, APl management, and
regulatory developments. This finding can
help the managers of the Middle East Bank
and banks with similar strategies in the
direction of moving towards new
technologies and changing the approach
in their businesses from traditional to new.

4. Conclusion

In order to explain the open banking
business model, a questionnaire consisting
of the components and indicators of the
model was designed by the researcher.
Structural equation modeling was used to
explain the conceptual model and examine
the effects of each component and index.
As can be seen in the figure, the validity of
the indexes was confirmed.
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The convergent wvalidity of the
questionnaire was confirmed through the
average variance extracted, and the
reliability of the questionnaire was also
measured and confirmed through the
composite reliability coefficient and
Cronbach's alpha coefficient. The

bootstrap test was used for model testing
and path analysis. According to the results
of all three components of customer-
oriented banking, API management, and
regulatory changes, they had a significant
impact on the development of the open
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banking business model in the Middle East
Bank. Moreover, according to the path
coefficients, APl management had the
greatest impact on the development of the
open banking business model in the
Middle East, followed by customer-
oriented  banking and  regulatory
developments.
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