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WEB TECHNOLOGY DRIVEN BUSINESS CHANGE

Summary

A new model for Business Re-Engineering is rapidly evolving within the UK Financial Services sector, based upon the use of Web technology as a driver and enabler for business change.

The model demonstrates that business processes can, and are, being obliterated, replaced with Web based solutions providing the delivery of customer choice oriented sales and servicing capabilities in new, small and agile organisations.  The end result is improved customer satisfaction (both client and intermediary, if relevant), lower cost and simpler processing, and the ability to develop and launch products both more speedily and with greater effect.

A review of the UK Financial Services sector, based upon a large sample of published material plus some in depth studies of market leaders, shows the depth and pervasiveness of the perception of Web based technology.  Two detailed case studies, contrasting sales and servicing requirements and fulfilment, show how the new model for re-engineering is being currently used by the UK Life industry.  The case studies show how business thinking has moved from the delivery of point solutions, using technology to solve immediate but limited customer problems, through to the delivery of completely new services and capabilities in a way that redefined the organisational and management models.  The review of the case studies shows both the evolution of business thinking and the parallel development of systems solutions (including technology demonstrators), and also covers the hard and soft business benefits achieved.

To support the industry’s desire to make use of enabling technology, new process design and system development methods are being used to ensure rapid and effective results and early business benefits.  A summation of experience gained from industry survey and involvement in the two case studies will highlight business visioning, business change, process design, and rapid systems development.

Finally, the evidence from both survey and live experience will be used within the context of current industry drivers to extrapolate the trends for Web technology based business change in the UK Financial Services sector over the next three years. 

A Little About Keystar Consultancy Services

Keystar Consultancy Services was founded in 1993 and has been continuously profitable since with a turnover estimated at £0.5m in 1998/9.  Keystar Consultancy Services is an independent business consultancy providing focussed services to the financial services industry sector (insurance, banking and associated sectors), retailing, government and utilities.

The company’s mission is to provide leading edge, quality business / systems solutions encompassing:

· Business Change;

· Programme / Project Management;

· Strategic Systems Planning;

· Rapid Systems Development;

· Process and System Usability Evaluation.

To support these capabilities, Keystar Consultancy Services maintains a continuous watch on the UK Financial Services marketplace, with particular emphasis on Life and Pensions business.  This paper summarises Keystar Consultancy Services’ views on L&P business, use of technology and future trends.

The UK Life and Pensions Marketplace

The following “thumbnail sketch” of the UK L&P industry has been drawn from discussions and consultancy work with more than a dozen large, medium and small Life Offices during 1998/9.

Major drivers for all Life and Pensions companies are:

· Globalisation, threats from new entrants and a perception that the supply side of the industry is becoming saturated.  Some researchers claim that only 30 significant suppliers will remain throughout Europe in the next two to three years.

· Service sector trends are towards providing “solutions” for customer needs rather than products.  Products become commodities, “solutions” are personalised.

· Customers are more demanding, they are less loyal to a brand and they have an increased tendency to complain and litigate.  In short, they expect more for less and they want it now!

· Channels for sales and servicing have multiplied causing customer ownership and relationship confusion.

· Time to market for new product development is being reduced to allow for target and affinity marketing and personalisation of products.

· Product strategies need to match these drivers with simple products that can be highly available and sold on price, complemented by complex multi-benefit products suitable for tailoring to customer needs.

· Consumer protection legislation, compliance and CAT (Cost, Access and Terms) standards continue to scope the product and sales strategies, as well as the underlying efficiency of back-office processes.

· In order to provide a mix of sales and service capabilities across diverse customer segments, companies are unbundling service offerings, badging third party products and cooperating with niche players as never before.

The end result is of these drivers is a much more dynamic and competitive Life and Pensions sector, able to engage as a requisite component in the total UK Financial Services marketplace.  However, many traditional problems of cost, structure and management and control continue to exist.

New Models for Business Re-Engineering

The traditional panacea to the traditional problems (certainly for the last decade, or so) has been some form of business change, more often than not flying under the banner of Business Re-engineering.  The size and shape of each company’s take up of business change depends upon the threat facing them and the valour of their management.  “Risks and Rewards” are illustrated in Figure 1 below. 
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Figure 1

Whilst Business Re-engineering has had a very mixed press on both sides of the Atlantic and most business people will have a “horror story” to tell about a “BPR Project gone wrong”, the truth is that the majority of UK Financial Services organisations have quietly and successfully traversed the Re-engineering minefield.  To do that, they have gone through the stages illustrated in Figure 2 overleaf.

Figure 2
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The diagram in Figure 2 may be viewed as a gross simplification of a process that may engage a whole enterprise, take months, (if not years), and change company (sometimes industry) culture.  Still, it is not an unreasonable model.

To support the Re-engineered business processes, IT departments have developed strategies to provide better, customer focussed, business function, whilst dealing with the demands of Y2K and Euro-compliance on old policy administration systems.

The advent of Web-based delivery mechanisms over the past three years or so have added a new spin to the IT enabling model.  A schematic of a typical business/system architecture for a Life and Pensions office is shown at Figure 3 overleaf.

Figure 3

Whereas the traditional Business Re-engineering model and the supporting business/systems architectures and strategies were largely played out by the end of the 1990s, they have been given a new lease of life and boost to evolve as Web based capabilities have expanded. 

The advent of the Internet has brought the following qualities to the delivery of business processes:

· A simple, single technology solution can be used within an enterprise and by customers and third parties.

· The technology is becoming pervasive throughout society.

· The emphasis is on “self service”, and although requiring some marketing, delivers a low cost of service in the medium term.

These qualities address prime objectives on any Business Re-engineering projects agenda and provide a fastpath to business change in a much more focussed, predictable and understandable way.  The technology is a given and the challenge is more about coping with the aftermath of re-engineered and Web enabled processes in cultural and HR terms.

Thus a new model for Business Re-engineering might look like the schematic in Figure 4 below.

Figure 4








Once again, a gross simplification but no less true of the overall process, for that.

The supporting business/systems architecture has changed as well (see Figure 5 below).

Figure 5


It is important to note that for many sales and servicing situations reactive call centre operations are important forms of support to Web based processes and reactive call centre working can market and “sell” the service proposition initially.

Sales and Servicing on the Web

Two case studies illustrate the changes in both re-engineering and IT thinking.  Both studies relate to traditional Life and Pensions companies based in the UK.  To “protect the innocent” and give leeway for criticism, both companies remain anonymous.

First, both conceptually and chronologically, is the servicing case study.

Servicing Group Life and Pensions on the Web
In 1997 a large UK based L&P company selling a full range of products through all available channels was in the throes of a major enterprise wide re-engineering project involving the replacement of all core IT systems.  The project involved hundreds of internal staff assisted by external consultants.

Whilst major business processes were being re-designed, many lesser problems were on the “back-burner”.  In particular, the company sold and serviced Group Life and Pensions business predominantly (but not only) through Independent Financial Advisers (IFAs) with c.400 existing customers.

Most customers were small businesses with a few dozen staff and fairly frequent turnover.  Monthly premiums, often paid by cheque, compounded communications and policy administration problems involving the customer, the IFA and the L&P company’s administration department.  To ease these problems the L&P company had implemented a “Cheque and Disk” system which ran as an application on each customer’s PC systems and dependent upon a monthly download of policy data on to diskettes sent to each customer for checking, production of a remittance and return to the L&P administration department.

Overall, the process was prone to error and confusion at the customer level, costly and difficult to run in the L&P administration area, and increasingly difficult to sell by the IFAs into the target marketplace.

Without major resources or a priority for re-engineering, the L&P administration department took matters into its own hands, and working with part of the IT department, within six weeks produced a Web based prototype for a replacement to the Cheque and Disk system, and within six months had rolled out a production version to the majority of the customer base.

The speed of conceptualisation, prototyping and development owed almost all to a small, well motivated team with access to the senior managers of the administration department, and able to deploy relatively low cost, low risk systems solutions.  The two processes are as illustrated in Figure 6 overleaf. 

Figure 6





The business benefits were considerable:

· A major reduction in Help Desk calls as the old Cheque and Disk PC software used by customers was phased out.

· An overall reduction in staff in the Administration Department (eventually equating to nearly six Whole Time Equivalents) resulting from a phasing out of the disk production / despatch / receipt / processing activities.

· Improved communications with customers vie email.

· The process “looked modern” and was easier to sell.

· The Extranet style implementation acted as infrastructure to enable other application (on-line statements over the Web, rather than printed, etc).

The second case study occurred about a year later and covered the selling of life products.

Selling Life Products through IFAs on the Web
In mid-1998 a major UK based L&P provider was halfway through a three year re-engineering and new product development project with a £12M price tag.  Whilst the re-engineering effort always assumed a number of Web enabled systems, little had actually been done and at a relatively late stage (when planning physical implementation of the programme) all Internet development activity had been taken out of the main programme and pushed back into the business.

A key problem facing the Sales and Marketing Divisions was that, with an increasingly complex set of new products readying for launch and given the fickleness of the IFA market, there was a major risk of losing (rather than gaining) new business due to the inefficient dispersal of the sales process.  This problem is illustrated in Figure 7 overleaf.  

Figure 7


The IFA had too many places to go to get the information he or she may need to make / keep a sale, and whilst the re-engineering project envisaged single point call centre based support for the IFA, this proposition looked to be a long time coming.  (It still has not been implemented.)

The potential solution of Web enabling the key elements of the sales process – quotations, product information, documentation, proposal submission, pipeline tracking and commission tracking – was obvious.  The problem was, how to do it?

The Sales and |Marketing Division managers alighted on a twin track approach.  Using some existing third party consultancy services they pursued the envisioning and alignment of Web based services with the main programme.  From the same source they acquired Internet application development resource to form a “skunk-works” for rapid systems development.  After four months concentrated activity the proposition to the IFA looked as shown in Figure 8 overleaf.

Figure 8


In four months fairly frantic activity the above model was built and tested with a handful of IFAs.  The reception was good and business benefits clear, as follows:

· A 24 x 7 service enhancing the prospects of timely sales;

· “One stop shopping”;

· Simple and easy to use;

· Gave a feeling of “control” back to the IFA.

Unfortunately, at this stage the happy tale rather breaks down.  The service had been one of the first of its types in Europe, but internal company politics about the nature of its marketing and launch, delayed rollout for a further four months, deflating the spirit of many involved.  That being said, the service is now up and running and is playing a major part in the new product launch programme.

A further result of the exercise has been that company senior management has recognised the need to take advantage both of the energy created from such a project and the potential competitive advantage and is now in the process of establishing an e-business sales and servicing channel outside the existing company  structure. 

New Business Re-Engineering Tools

(Or some old ones in new clothing)

 The two case studies and involvement (great and small) with another ten or so companies, point up four key areas which the new model for Business Re-engineering (see Figure 4) depends upon.  These are:

· Business visioning – a mixture of traditional facilitated workshops and meta planning supported by PC based process mapping, technology demonstrators and role playing to determine “what the business needs to be”.  The amount of preparation for business visioning should not be underestimated, as benchmarking, customer surveys, gathering data on the current situation etc are all time consuming activities requiring input from both the enterprise and third parties;

· Business Change – predominantly here, one thinks of company culture.  The need to change, both actually and visibly the culture of a company during a conventional re-engineering project is often a major millstone around its neck.  Re-engineering using Web enablement is less prone to this – once the technology is deployed and marketed customers will use it and the company culture will have to adapt or fail.  However, cultural issues can stifle such projects – see the second case study.  An early cultural audit, allied with continual HR involvement to ensure the impact of web enablement on back office processes is properly managed is essential.

· Process design – not every business process needs Web enablement and some can benefit from more traditional obliterate / automate critical examination.  A pragmatic approach to Web enablement ranging from a front end capture of data that is manually processed, through to a completely re-engineered Web based process needs to be taken.  All too often the advantages and possibilities for re-engineering are frittered away by deploying technology alone.  All of the research underpinning this paper points to the need for timely and flexible business analysis to support process re-design as Web based development unfolds.

· Rapid systems development – at the heart of the new model for re-engineering is the supply of Web based systems, acquired using all of the tools developed over the past ten years – user centric development, iterative prototyping, timeboxing, usability evaluation etc.  These skills are in short supply and whilst third parties can assist companies to acquire and develop them, dependence solely upon contract and consultancy expertise could be very dangerous (one of our two case studies is 80% dependent upon external resources for all Web development).

So, if there is now a picture (supported by some evidence) of the impact that web technology is having on Business Re-engineering, the final part of this paper is to attempt to predict how that impact will operate and the trends that may result over the next three years or so.

Where Next?

Clearly the drive to Web enable basic sales and servicing processes in the L& industry still has a long way to run.  That being said, some trends are clear.  These are:

· CAT standards and the drive on servicing costs will mean that new products will be built for web based delivery.  The target audience may be the customer direct, IFAs, agents, or all three.  The L&P provider has maximum choice on customer segmentation and channel direction;

· Along with all other drivers, marketing and IT skills shortages are helping to promote the unbundling of L&P provision with new “virtual” entrants selling a range of products provided by several L&P companies.

· The new “virtual” entrants are striving to provide web based portals that encompass a full range of financial services;

· To drive down costs further, L&P companies will return to traditional process design and business analysis skills to ensure maximum value from Web based systems;

· The growth of “free” ISP services, faster bandwidth, “Gofers” and personal intelligent agents, will all promote the underlying technology to an ever widening consumer base;

· Earlier generations of technology, particularly call centre, workflow and data warehousing, and document production will all get wrapped into a total sales and servicing lifecycle proposition e.g. call centre calls initiated from a web based transaction will be increasingly used to solve difficult customer problems / queries and add a human dimension.

There are other trends - the reader can undoubtedly come up with an equally as good  list.  This is perhaps the underlying and most important lesson and trend of all:  Web technology has liberated business thinking and excited consumer imagination in a way nothing else (except perhaps mobile telephony) has for the past 20 years.  UK L&P companies are fast taking advantage of that, and in doing so re-engineering and re-inventing themselves for the new century.

Bruce Spicer

Keystar Consultancy Services Ltd

5th August 1999
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