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Operational Challenges
in Financial Services

Against a backdrop of the biggest
turmoil in the Financial Services
sector in living memory, Bourton
Group conducted a survey to
understand the operational
pressures in the industry and how
businesses are positioned to react
to these pressures.

Here are the results.
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Preface

Cost and compliance top of the agenda

The survey results indicate that demand for cost efficiencies and
internal compliance and risk management are the overwhelming
pressures for operational teams. Contributors say the scale of
change needed in operational cost is large and the timescales for
addressing both issues are urgent.

Most respondents suggest they are not well positioned to react to
the pressures.

The focus on operational cost and compliance is in severe contrast
to customer service issues where speed of service and increasing
customer service expectations are not seen as significant issues.

The challenge for operational leaders is how to react to the
prevailing urgent pressures for cost reduction and compliance and
risk when 75% say that they have only limited resources to react.
Finding a way of doing more with less and generating cash positive
improvement programmes would seem to be the only way forward.
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Survey Response

Data collection for the survey was over a wide range of businesses
(Banking - Retail and Investment -Building Societies, Insurance,
Leasing/Asset Management) in the Financial Services sector. The
breakdown of responses was as follows:

H Banking - Retail

M Banking - Investment
M Building Societies

B |nsurance

W Leasing/asset mgt
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Rate of change

The survey set out to understand the operational pressures
prevailing throughout Financial Services. We were particularly
interested to find out how the traumatic and turbulent events of the
previous 12 months had affected the operational areas of the
businesses. Respondents were asked to rate change in various
operational pressures over the last year and the results were as
follows:

Q1. Please indicate the change in pressure on operational areas in
the last year due to:

H Not Applicable

# No Change
M Less Pressure

B More Pressure

Internal Demand for Cost Efficiencies and Internal Compliance and
Risk Managemenwere the two pressures which consistently came

out with the largest changes. Interestingly, the pressure to
offshore/outsource operational activities was relatively low, which is
perhaps in contrast to a couple of years ago.

www.bourton.co.uk



Urgency of change

The next question explored the prevailing timescales for addressing
the pressures. Again, Internal Demand for Cost Efficiencies
Internal Compliance and Risk Managemeate the two items that
were highest ranked in the Urgent category of 0-6 months.

Q2. Please indicate the prevailing timescales for addressing the
pressures identified in Q1

100
90
80
70
60
50
40
30
20

= Medium Term (6-12 months)

M Long Term (12 months+)

H Urgent (0-6 months)
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Scale of change

We also asked respondents about the scale of change needed in
various operational performance indicators to understand how the
changes required would be measured for success. Operational cost
was the dominant indicator in the view of the respondents that
needed large change.

Q3. Please identify the scale of change needed to respond to the
pressures for the following operational indicators

100%
90%
80%
70%
60%
50% B No Change
40% [ Little Change
30% B Moderate Change
20% M Large Change
10%

0% T T T

Operational Internal  Customer Processing
Cost Compliance  Service Speed
Ratings Levels

Again, interestingly, those indicators which directly affect
customers, Processing Speed and Customer Service Levels were not
generally seen as the areas for large change.
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Ability to change

Finally we asked respondents how capable they thought their
organisations were to react to the operational pressures identified.
75% of the respondents stated that they have only limited scope
within current resources and budgets to react to the pressures.

Q4. What scope will you have within you current resource and
budgets to react to the operational pressures?

Scope

| Sufficient

M Limited

Summary

There is a very clear message emerging from the survey results and
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approach to reducing cost in large financial operational areas relied

on new technology and systems as well as significant off-shoring and
outsourcing.

Not any more. The targets for cost reduction now need to be
focused on the internal processes and aimed at achieving efficient,
low risk, compliant processes. The implication is clear: those in
charge of the Operational areas need to get their own house in
order urgently!

The worrying sting in the tail, however, is that the vast majority of
respondents believe the scope to actually do what is needed is
limited. Although everyone may be clear on what needs to be done,
the concern now is howthis is going to be achieved.
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