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INTRODUCTION

The use of E-commerce and IT has taken off over the last few years like never before with financial
services distributors from small independents to large nationals and networks embarking on significant
e-commerce projects. But how successful have these projects been? AT8 have undertaken surveys with
some of the key players in the market to draw a picture of the uptake of e-commerce across the
different distributor models.

To achieve accurate and clear market position AT8 have developed a spot check, branded “Evalu8”
which provides a graphical representation of how well established and comprehensive a distributor’s e-
commerce capability is. Evalu8 is based on a questionnaire designed with ‘binary’ (yes/no) type answers
and weighted to provide an easy means of assessing current positions.

This paper is the first in a series of papers analysing the Evalu8 Snapshot and describes the Snapshot
approach and looks at how the industry scored against the Evalu8 measurements.

THE EVALU8 PROCESS

The Evalu8 Snapshot was designed to assess and position the current state of 8 key aspects of any e-
commerce strategy:

1. Factfind

Effective factfinding is not only a compliance necessity but a core part of effective financial planning.
Capturing this data electronically provides a rich source of data to aid the planning process but also
helps identify future opportunities. Furthermore, capturing the factfind electronically, if integrated to
other systems, can provide substantial efficiency gains, avoiding retyping in unnecessary information to
guotes and application forms, while automatically generating suitability reports and allow more
effective segmentation analysis and marketing.

However electronic factfinds can be a hindrance, for a whole range of reasons, if implemented wrongly;
whether this be systematic, cultural or personal, they can obstruct rather than enhance the sales
process.

The factfind Axis tries to illustrate the progress a company is making in moving towards the effective use
of an electronic factfind, establishing the levels of integration, the efficiency gains achieved and the ease

of use.
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2. Sales Tools

Sales aids vary in complexity from static presentations to more interactive ‘what if’ scenarios and onto
sophisticated stochastic analysis tools. The aim of the sales tools is to improve understanding and
impact leading to increases in sales volume and sales value.

This axis will look at how advanced and effective is the company’s use of sales tools.

3. Quotes and New business

Electronic quotations have been a key part of the industry’s sales processes for the past 20 years but the
use of electronic business processes has only really gained momentum in the past 5 years. The efficiency
gains for using these services are substantial; especially if integrated with other parts of the sales and
administration process. Furthermore, customers now expect to be provided with comparative,
electronic quotes and Key Features and don’t expect to wait for a call centre to provide them.
The tools to help in these areas are many and varied; including industry portals such as:

e Webline

e The Exchange

e Assureweb, as well as offline mortgage sourcing systems such as:

e Trigold

e Mortgage Brain

e Mortgage 2000
In addition to these and others, there are also the financial product providers own extranet sites and
offline CD solutions.
Choosing which, or more importantly, which combination is important to ensure proper support of your
own strategic and operational activities.

4. Back Office

A good back office solution is the hub of an efficient distribution firm. It will help to ensure efficient
processing of new business and support the advisers of your firm to support their clients, drive
marketing campaigns and acting as a single centre for all information. All participants should see
significant time saving benefits that will keep down costs and increase sales.

Advanced users will typically use workflow and imaging technologies to drive out unnecessary costs
from the business. They may use the technology to allow remote access and working so as to reduce
the need for additional office space and reduce unnecessary travelling. They may also use segmentation
and data mining techniques to improve and focus marketing effort. More users are also now giving
access to some of the functions of the back office directly to consumers allowing them to check policy
updates and to change personal details. As such the back office will now often go beyond a processing
cost efficiency tool and become central to managing the interaction and value of the customer

relationship.
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5. Business Practice

Compliance is not only a legal and regulatory necessity but is fundamentally good ‘Business Practice’ and
should be embraced as Corporate Governance. There are many electronic solutions on the market to
help ensure this function is effectively and efficiently managed and so it shouldn’t be a burden.

When looking at this axis function we are not looking to check if a distributor is compliant but rather
looking to see how effectively a distributor has put in place their compliance processes and to see if they
are taking full advantage of the tools in the market.

6. Management Information

Key to running an efficient and effective business is having the right information in the right hands and
that it is current and accurate. With data now being collected at many stages of the sales and
administration process, effective Ml is becoming more and more achievable.

In studying the Ml axis we are looking to see how effective the distributor is at getting and using the
management information to drive an effective business model.

7. Infrastructure

IT systems can provide a huge business benefit to any organisation. They must be relevant to the needs
of your own business model and are an essential part of a successful operation both today and in the
future. However, if they are not kept up to date, reliant and robust they could do significant damage to
your business potential.

Whilst it is important to use the ‘if it isn’t broken don’t fix it’ test, with the pace of change in technology,
there are real productivity gains to be made from choosing and regularly reviewing that you have the
right technology. Consideration should be given to issues such as functional fit, reliability, scalability,
support models and hardware management. Distributors should also bear in mind that there may be
real business benefits to be gained from the adoption of emerging technology developments.

8. Advanced services

More and more ways of using technology for business benefit are being found. This Axis looks to
explore the adoption of some of these services. Such Services include:

e Research Tools

e Electronic Money Laundering and Client Identification Process

e Electronic Property valuations

e Commission Tracking

e Pipeline tracking

e Credit checks

e  Utility swaps

e Wrap and or Money Supermarket services

AT8 White Paper - The State of UK distributor e-commerce 31° August 2007
Author: Mark Loosmore Page 5 Version 1.0

This document contains proprietary information of AT8 Group Limited and is not to be disclosed
or used except in accordance with applicable agreements.
© 2007 AT8 Group Limited. All rights reserved



FINDINGS

The findings from the Evalu8 research can best be shown in the radial below:

Factfind

8.0
7.0

Advanced services 6.0

~ 5.0 -

4.0
3.0
2.0

Infrastructure

Sales Aids

Quotes and NB

Business Practice

Score
Function

Factfind 19
Sales Aids 1.5
Quotes and NB 4.2
B/O (Back Office) 2.6

Business Practice
(Compliance) 3.5
Mi 3.1
Infrastructure 4.8
Advanced services 1.6

The blue area represents the effect of a positive score on the relevant axes and represents functions

that are being performed to a greater or lesser extent, with varying degree of benefit.

Clearly e-commerce programmes across the industry still have a way to go before we can claim success

in its adoption. The use of technology to help the sales process in areas such as fact finding and sales

aids is very intermittent and even areas such as the back office where technology has been used

throughout the industry for many years, there is clear room for improvement.
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Specific areas of concern included:

Factfind

Electronic Fact finds often simply didn’t exist. Where they did they were often part of a Software
package such as a back office system and were not able to be flexible enough to change to match the
distributors own paper based factfind. Further if the factfind was bespokely built to the distributors

own requirements the distributor is then often reliant on their supplier to change the factfind which
proves costly and slow. Most worryingly many of the factfinds were stand alone processes and not
integrated to wider functions such as quotes and new business functionality causing rekeying of data
and missing out on the key efficiencies to be gained by having electronic fact finds.

Sales aids

The electronic sales aids used were usually limited to simple shortfall calculators and few took

advantage of more sophisticated tools such as stochastic modelling. These potential techniques can

provide increased case sizes, ensure accurate ad

vice, improve customer satisfaction and provide up-

selling and cross selling opportunities so it is a surprise so few utilise them. This is in part because the

useability of such tools is often challenging and training requirements can be high — keeping adoption,

amongst even those companies investing in such tools, low. However many tools have now moved on in

useability terms and companies like Distribution

technology excel in producing professional looking,

easy to use tools that can add real value to the sales process.

Quotations and New business

While many distributors aren’t using electronic new businesses across all product lines nearly all now

use it at some point. Electronic quotation
systems are the norm now and many now
have integrated links between the quote and
new business systems. However the more
complex business lines such as pensions and
annuities are less frequently supported by
electronic processes unlike the mortgage and
protection products where electronic
services have really taken off.

AT8 Recommendation

Making an entire sales process electronic can deliver real

SO2y2YASa IyR Aa FTNIXylfée SE
RA&22AYGSR 2NJ 20SNJ O2YLX SE

The benefits here however are too great to ignore and
distributors should invest in simple, consistent POS systems. The
right supplier will depend on the business model of the
distributor but consideration should be given to 1% Software,
Crystal, Distribution Technology, Focus, and N4.
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Back office

The back office is a well established electronic process within many distributors so we were surprised at

the lack of sophistication many implementations had. Frequently the back office was a stand alone

system with no integration at all with
other systems. Usually only a
fraction of the functionality was used
and that that was used was often
used by a limited set of office based
workers. In today’s technology
world remote access to the systems
by advisers and ultimately customers
is a really possibility with real
benefits yet rarely taken advantage
of.

Pleasingly here though use of
imaging and workflow is becoming
more the norm and is driving some
really efficiencies in the market
place.

Business Practice

AT8 Recommendation

Back office systems are an essential part of an efficiey’ & 5 A & (i NJ

infrastructure. There are many good systems on the market and in
most incidents larger distributors should avoid the temptation to build
their own solutions. 1* Software still lead the market in terms of
functionality but in terms of usability Intelliflo is tough to beat. |you
are interested in ASP models then Inteliflo are hard to beat here.

Where price is a consideration Plum offer excellent value for money.
Other solutions worth considering include Swift (from Sirius) and
Officeweb (from Vertex) particularly for the larger corporate and Quay
solutions who have had success in the Network market. In the
mortgage market there is a choice of lower priced options including
Key, Advanced and Mortgage Stream.

This is an area that should be scoring far better than it does. Many companies have created electronic
systems here but they are very rudimentary. They are often a services of excel spreadsheets which are

manually updated and purely act as activity reporting tools. There is real scope here for a streamlined

system working off a single data
source, which is automatically
updated from other systems within
the distributor. If structure correctly
such a system can be used not only
to report on activity but to
effectively manage the sales force

AT8 Recommendation

For an example of how a T&C system cannot only provide efficient

sales activity data but alsoprovide a sales productivity tool look at the
Redland website, www.redland.co.uk

and to plan activity and ultimately to plan success.
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Management Information

The level of management information varies dramatically within the sample base we took. Large

corporate have really started to collect and analyse the wealth of information at their disposal. They

tend to understand the performance of their advisers, the source of their leads and the effectiveness of

their campaigns. However while they often have begun to analyse their client base few know the

profitability of the individual clients.

Outside of the corporate the management information available was often extremely poor. Businesses

rarely seemed to understand the performance of their advisers or have an accurate view of their sales or

commission pipelines, let alone have a true insight into their client base.

Infrastructure

In general the market place has improved the robustness and thoroughness of their infrastructures in

recent years. Most now have the basics in place for their advisers and customers, with websites, email

services, and the availability of laptops as the norm and sensible practices around the likes of business

recovery. More work needs to be done in areas such as providing remote access to some of the key

systems (e.g. the back office) and indeed to exposing some of the services directly to clients.

Advanced Services

By definition the advanced services are
ahead of the market norm so it is
unsurprising that most scores here
were quite low. The services the
snapshot particular looked at included:
Automated money laundering,
electronic property evaluations, credit
checking services, utility swaps,
support for group schemes and
employee benefit activities, wrap

AT8 Recommendation

Many of the advanced services in fact can be implemented with
minimal upfront cost yet can provide a real market differentiator. The
clever move is to capitalise on the newness of the services to
differentiate the distributor to both clients and advisers while also use
the newness of the services to drive an effective cost with the

suppliers of the services.

platforms, annuity services, pipeline tracking services, risk modelling, the use of research tools, through

to the use of remote email tools and services.

Despite the newness of the services some leading distributors, particularly the networks were begin to

make some of these services available to advisers. The credit checks and money laundering checks in

particular are getting support from the networks but few are yet doing this in an integrated manner and

therefore take up is currently lower than would be expected.

Summary

Ecommerce take up throughout the sales process is still very patchy. While the use of electronic

guotation and new business services are considered far more the norm these days rarely does the use of
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ecommerce spread all the way from factfind to needs analysis to business practice to the back office in
an integrated manner. Where this has happen however (which tends to be in a particular product line
or need area) the take up is substantial and real business benefits are achieved.

If you would like more information on the AT8 Snapshot or would like a snapshot to be performed on
your company then please call Mark Loosmore on 01789 266 482.

ABOUT ATS8

AT8 Group develops and delivers W. dzA A Y S&da L YLINE @ $rnnSriyyfortieNRAc 3 A G A2y & Q
Services industry. We apply a holistic approach and thought leadership through 8 key stages of
developing and implementing business improvement:

Investig8 ~ Innov8 ~
Cre8 ~ Activ8 ~ Invigor8 ~
Oper8 ~ Evalu8 ~ Regener8

We have in depth knowledge and experience of the market along with an understanding of its
challenges and opportunities. Our Principles and Consultants have an excellent track record of
delivering tangible benefits to both providers and suppliers alike.

Below are just some the areas of expertise that we have implemented:

e Point of Sale processes and IT solutions

e  Worksite marketing solutions

e Sales Strategy and Management

e Strategic Review and governance

e New business initiatives and company start-ups
e Business process re-engineering

e Regulation and best business practice

e |CT Vendor Selection

We have an open and flexible approach to how we work with our customers and take pride in what we
do and the value we create.
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