JULY 2021

Future-proofing Operations
and Compliance:
Where to invest for longterm success

AUTHORS

Matt Neill and Al Catto
Co-Founders, Beyond

Beyond

Future-proofing Operations and Compliance

The burden of 'change'
Over the last 10 years, market changes, regulatory pressures and advances in
technology have driven significant investment in Operations and Compliance
functions. However, the majority of this investment has been focused on solving
immediate issues quickly, rather than on the initiatives that will support the
organisation's strategic goals in the medium and long term.
To deliver against the targets of the next 3-5 years, it will be imperative for Financial
Institutions to concentrate on making the right investments in Compliance and Operations ones which drive efficiencies to reduce overall effort and time. This can lead to benefits for
customers, internal teams, and management of critical risk and compliance processes as
people focus on greater 'value adding' activities. However, this can only be achieved if their
investments are well chosen, anchored around a clear target state and supported by a series
of aligned initiatives which build the foundations that can be refined over time.
In this report, we examine the three key questions senior executives need to consider in
making their investment decisions:
1. How do we ensure we invest in the right areas?
2. What initiatives should we invest in?
3. How can we maximise our chances of successful delivery?
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PART ONE

How do we ensure we invest in the right areas?
In our experience, all organisations are faced with competing priorities and a limited budget. This
inevitably means that critical decisions must be made concerning where to invest to maximise returns
and minimise risk. The question is, how can you gain the clarity you need to make these decisions with
confidence?
Corporate strategic priorities should influence these decisions, however it’s important to remember
that while strategy sets direction, it is the specific programmes and projects that translate how that
strategy is delivered on the ground.
Before investment decisions are taken, it is imperative to understand what each project aims to
achieve, how these outcomes will align to corporate strategy, the overall costs of delivery and the
benefits that will be delivered.
Each initiative should be outlined in a specific business case (you can find out more about how to
approach building business cases in this blog). The intention of the business case is to create clarity and
transparency which enables simple cross comparison between projects by presenting critical cost,
benefit and alignment information to support accurate decision-making.
In order to choose which areas to invest in with confidence, here are there some best-practice
approaches to consider:

Engage key decision makers

Create a transparent, consistent governance process which includes
methods, templates and criteria to evaluate initiatives. Ensure that the
key stakeholders with sign-off authority are positioned correctly in your
governance to allow decisions to be made quickly and accurately.

Challenge the business cases Ensure sufficient time and effort is invested early in the process to fully
understand each initiative and analyse options before committing to
move forward. It can help to introduce a gated process in which
structured sessions are introduced to both challenge business cases
and request further information, before progressing with an initiative.

Make and record clear
decisions

Develop a discipline around decision effectiveness and agility by
ensuring decision-makers are consulted correctly and empowered to
make meaningful decisions. It is critical that all necessary information is
provided early and in a format that supports fast and accurate decision
making.
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When building business cases, aim to understand the total cost of
ownership. It is essential that you are presented with a
comprehensive overview of costs for review, always ensure that the
numbers include all costs you can reasonably assume will be charged
to prevent surprises during implementation.

Once the decisions are made with regard to where to invest and which business cases will be
supported, capture all initiatives within a portfolio structure, to keep track of project initiation and
maintain focus and alignment with corporate strategy over time.

Case study: Choosing the right investments
A Tier 1 Financial Institution had 136 competing change projects in their Onboarding and
KYC function which led to the proliferation of change programmes and a lack of delivery.
As a result, their initiatives were perceived as both unpredictable and costly.
Our team rapidly assessed the situation on the ground, interviewing all team leads and
developed a clear understanding of each project. We then gathered all senior leaders for a
global workshop and in a single day, enabled the client team to agree a much reduced list
of initiatives, centred on critical strategic objectives.
Results:
·40 senior leaders engaged
·136 projects prioritised to focus resources on those with the greatest benefit
·1 day to align key stakeholders
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PART TWO

What initiatives should we invest in?
Within operations, compliance and client onboarding there are a number of initiatives which could drive
change, resolve this ‘change debt’ and prepare business functions for the delivery of enhanced
capabilities:

Policy simplification

Simplification of policies should present large
opportunities for both efficiency and an improved
customer experience.

Many onboarding policies have been written in a
conservative way as an initial reaction to KYC
and AML regulation. This approach reflected the
environment of the time but lacks the nuance of
a true risk-based approach. Policy simplification
aims to empower desk analysts, asks the
smallest number of intelligent questions of your
clients and embraces a risk-based approach.

Smart automation

Replacement of manual tasks can enhance user
capability, focus people on the most critical
tasks and greatly improve case throughput.

People are still executing manual process steps
in many areas of operations and compliance,
includes tasks such as collecting information,
reaching out to request client information or
reviewing and removing false positive screening
hits. There are many areas within onboarding /
KYC / AML / client lifecycle that remain to be
automated.
We believe organisations should seek to
optimise the use of humans and machines,
allowing each to focus on the tasks they are
best at. We would recommend that you do not
immediately aim to automate complex
processes, but initially focus on automating the
simplest, most repeatable tasks. Conversely, let
people focus on the areas where they excel such as complex decision-making. Ultimately,
your aim here is to achieve a balance and get
the best out of both your people and machines.
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Digital customer channels

Digital customer channels offer an opportunity to
improve your customer service and reshape the
underlying operating model, driving both greater
efficiency and enhanced compliance.

Increasingly, customers now expect to be able to
provide information and interact through secure
digital channels. Requesting information (such as
KYC) or providing financial statements over email is
no longer acceptable and is also inefficient from an
operational standpoint. While this is not new to
some areas of the financial services industry e.g.
retail banking, digital channels are not yet
ubiquitous across the landscape.
Building secure, online portals, mobile applications
and providing a digital-first channel with customers
is a huge change for many organisations who have
operated through more traditional means up to this
point. Aligning digital channels so they work
seamlessly together as an overall system is a critical
step.

Technology consolidation

Strategic solutions which consolidate the
landscape are critical steps required to bring
together efficiency and effectiveness for the
longer-term.

Consolidation driven by the regulatory environment
and digital transformation often results in a
technology landscape which is a complex mix of inhouse applications, vendor solutions and tactical
tools. Such systems can be difficult and costly to
support, with large change backlogs impairing
performance and the delivery of critical
requirements.
Consolidating technology can be a critical step in
driving efficiency. It is often the case that a number
of solutions may be performing similar functions
e.g. screening. Could you consolidate to use one
supplier through a single integration?

6

Beyond

Future-proofing Operations and Compliance

Data transformation

Clean data structures are the foundation which
will provide the ability for your institution to build
out new and differentiated client solutions.

Enhancing and refining data will be a continual
process, however there are often significant
opportunities to drive efficiency and effectiveness
through data consolidation and harmonisation. One
example might be client data and documentation.
Many organisations have multiple stores for this
information for a plethora of historical reasons;
potentially they operated as different siloed
business lines within the organisation, or because a
business has been merged with another, or
because technology teams were aligned differently
in the past. Whatever the reason, the underlying
technology and data stores are different despite
doing similar functions and holding similar
information.
In transforming your data environment, there will be
huge opportunities to improve your customer
experience across the whole business and to
simplify the technology, operations and compliance
that support your middle-office functions.

Useful analytics

Data will only reveal valuable and actionable
One of the challenges we see consistently across
insight if analytics are diligently applied to extract operations and compliance is a lack of good
the signal from the noise.
analytics to support effective management
decision-making.
Often improvement initiatives are implemented to
increase efficiency or speed, but with no clear
baselines indicating how long processes take today,
or how many steps and teams are involved.
Equally, it is critical that decision makers are clear
on what good looks like. Yet often the metrics are
extremely difficult to generate and require
significant manual effort to pull together. There is
the potential to drive huge improvements through
greater focus on ‘useful analytics’, which provide
simple, critical information to business leaders in a
real-time (or near to real-time) way.
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Efficient workflows

The choice of workflow is critical as it must
support the delivery of rapid change at low cost,
easily integrate with other systems and data, and
demonstrate the ability to scale.

Many Financial Institutions have implemented
workflow systems, recognising the need to
facilitate interactions between multiple teams
involved in the same processes. The challenge is
that many workflow solutions have been so highly
configured that they have become inefficient and
very costly to maintain. Often, the rigidity of
previous solutions means that delivering change is
slow. While workflow is critical for supporting audit
processes, it is essential that the inherent rules and
flows are ‘tuned’ to deliver efficiency.

Redefined operating model

New technology and data tools also offer the
opportunity to redefine roles and team structures
for those people who will perform essential
processes.

The operations and compliance landscape has
changed dramatically over the last 5 years. The rise
of many new digital technologies and data solutions
offers the chance to re-imagine the operating
model, particularly in areas such as client
onboarding, KYC operations and financial crime
compliance.
The consolidation of teams, either across different
areas of the financial institution or within a specific
function, can enable upskilling and process
streamlining, allowing risk to be managed more
effectively.

Effective outsourcing

In this highly competitive space, options for nearshoring, technology driven managed services, and
per unit cost pricing offer an attractive alternative
to in-house teams or traditional outsourcing.

The growth of numerous different managed service
and outsourcing options over recent years provides
Financial Institutions with the opportunity to drive
cost and process efficiency, when done right.
However, outsourcing contains a number of risks
and when executed poorly, will inevitably lead to
the processes being taken back in-house after
incurring significant costs.
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PART THREE

How can we maximise our chances of successful delivery?
Any organisation that is making a significant investment must be confident that their investments will be
successful and deliver the desired outcomes. However, we also know that 70% of change initiatives fail
(Harvard Business Review). So how can you make sure your initiatives are in the 30% that are
successful? Here are some practical tips to ensure success:

Set out an ambitious but clear vision
What are we doing? Why are we doing it? Why is it important? What are the benefits going to
be, for the customer, for the business, and me individually? All these questions are critical
when embarking upon a key investment in change. Winning “hearts and minds” is a wellknown phrase but employee resistance is one of the main reasons why change fails. A vision
should talk to a significantly improved, transformed future-state, rather than incremental
gains which are unlikely to motivate or inspire.

Communicate, communicate, then communicate some more
Change is a very human process and can be extremely unsettling for the recipients of the
change. Transparency and honesty through regular communication in multiple forms
(townhalls, email, 1:1s, workshops etc.) is key to getting the organisational buy-in you will need
to ensure successful change.

Change is about people, so engage and involve them in the process
The more your people feel like they are part of the change, rather than the recipient of the
change, the more likely they are to feel invested in and supportive of the process. This should
not be a ‘cursory’ involvement, which will quickly be seen as superficial, but meaningful
involvement which creates buy-in. This is not the only benefit, as engaging your people
throughout the process in a meaningful way will ensure that the vision state is designed by
those who know the business best.

Gain momentum and buy-in through some early wins
In any long-term change, momentum and organisational support is critical. In order to gain
this early on, it is important that you deliver some early ‘wins’ to demonstrate value. Here, an
incremental development mindset is critical. This not only locks-in early gains but allows you
to learn through real-life usage rather than paper-based requirements.
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Be agile, with a small ‘a’
It is not critical to use Agile methodologies to deliver change, but you should embrace the
concept of regular delivery to lock-in wins, demonstrate progress and allow for real-life
learning. Building in relatively short development cycles also helps to manage scope and
ensure you stay focused on the biggest priorities.

Lead from the top
In conjunction with employee resistance, lack of management buy-in is the other major
reason that change initiatives fail. Senior management need to be collectively and individually
committed to ensuring the investment is successful. This often means that individual agendas
need to be parked and leaders need to consistently demonstrate their own commitment and
buy-in to the investment.

Manage through a single overarching structure
In most organisations there are always areas competing for investment, alongside a number
of in-flight projects and programmes. It is critical to ensure that all this change is being
managed under a single portfolio structure in order to provide the level of control and
coordination needed to ensure success.
A successful structure should outline the governance, roles and responsibilities of specific
individuals and groups, terms of reference for meetings and processes (e.g. prioritising
projects, approving business case). This should all be appropriate to the level of change taking
place and should aim to be kept as simple as possible to embrace agility and minimise
bureaucracy, while retaining sufficient control and oversight.

Incentivise the organisation and align objectives
You want the whole organisation pointing in the same direction to achieve your vision. We’ve
discussed communication and engagement, but you can also drive behaviours by aligning
performance objectives and linking rewards to supporting the organisational goals. This is
another effective tool you can utilise to help the organisation embrace the change and drive
towards the future-state.
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SUMMARY

Investing for the long term
Banking operations, compliance and onboarding will undergo an incredible rate of change over the next
3-5 years as transformational technologies such as automation, predictive algorithms and enhanced
data analytics are employed to create efficiencies. Those organisations which invest to create data and
process structures capable of adopting these technologies and approaches will able to generate a
significant competitive advantage. They will be able to deliver more accurate risk management, greater
efficiency, lower unit costs for case processing and ultimately surpass client expectations by delivering
digital user experiences which save their customers time and empower them to take decisions.
In contrast, those organisations which are still encumbered with technical and change debt, with a
focus on short term tactical challenges, will find it hard to adapt to these new approaches and may find
it difficult to compete in future.
It is now essential that organisations shift their mindset towards strategic thinking to deliver the
foundations which will enable the creation of new, enhanced and efficient ways of working. It is time to
invest in delivering refined, processes, policy, and operating models to enable the adoption of new
technology to drive savings in the medium and long term. It’s time to ‘invest to save’.

At Beyond we have helped a number of Financial Institutions transform their client onboarding,
operations and compliance processes. If you would like to hear more about our experience, or discuss
some of the challenges you are currently facing, please email info@beyondfs.co.uk or call +44 (0)203
637 4117.
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Beyond helps Financial Institutions transform
their client onboarding, operations and
compliance processes to increase efficiency,
better manage risk and enhance customer
experience.

Speak to us if you would like to make change
happen.
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