














Delivering Value
Through Relationships:

The Opportunity Provided By Web 2.0, “Social Media”

Rodger Oates from Capco looks at how new social media
technologies can improve the customer experience

he acceptance and usage of

mortgage brokers and price

comparison sites has greatly

increased mortgage price

transparency in recent years.
This has resulted in consumers becom-
ing less loyal, while the average term of
a mortgage has fallen as home owners
have become “mortgage addicts” hunt-
ing for the best available deal.

In this hunt for the best available
deal, the economics of the industry has
suffered, with the number of legacy
back book customers (customers’ no
longer on introductory offers) who sub-
sidise the acquisition of customers on
more favourable rates, in a scemingly
irreversible decline.

In this environment, the role that
traditional Building Societies play,
with their local branch networks and
commitment to the community, has
come under threat. However, just as
the bells of doom may be chiming for
the traditional community role that
Building Societies perform, technology
in the form of Web 2.0 or Social Media
may be a salvation. Building Socicties
were formed to perform a community
role and the development of Web 2.0
or “Social Media” allows them to deliv-
er this key role in the modern internet-

enabled world.

What is Web 2.0 or Social
Media?

Web 2.0 or Social Media is the use of
web technology and design with the
aim of enhancing creativity, informa-
tion sharing, and most notably collabo-
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ration among users. See the box below !
for the key social media mediums:

B Publishing Platforms: These include blogs, micro
blogging platforms (e.g. Twitter) and content
aggregation tools (e.g. FriendFeed).

Social Networking Sites: Formalised structures for
sharing personal information and linking with others,
such as Facebook, MySpace and Linkedin.

Online Communities: User created communities,
networks and shared workspaces, based around
issues of common interest.

Content Sharing and Information Mediation: Platforms
created specifically to distribute content (e.g. YouTube
and Flickr) or to aggregate information or opinion
(e.g. Digg or del.icio.us.us)

Social Media / Web 2.0
characteristics ;
Despite the array of social media chan-
nels and tools available, they all share |
the common characteristics, namely:
® Participation - Consumers are in-

creasingly communities,
generating content and engaging in
conversations about topics that in-
terest them.

joining

® Transparency - Social media is trans-
parent, as a result the basis of trust
is changing and institutions need to
be open with their customers to gain
their trust and build lasting relation-
ships.

® Conversation - Social media is all ;

about conversations which are hap-
pening in blogs, forums, discussions
and news groups, etc. These conver-
sations are in real time and with real |
people. Consumers no longer want
to be marketed to but would rather

Web 2.0

be communicated with through
these conversations. They expect to
be heard and now have a channel to
express their thoughts, opinions, rec-
ommendations and complaints.

® Community Driven - Social media

has created micro-communities of
people with word-of-mouth behav-
iour that share opinions, experi-
ences, advice, recommendations and
commentary about products, serv-
ices and companies, usually based
on personal experiences. With 62%
of online users more likely to form an
opinion with the help on online re-
view, these communities are increas-
ingly seen as drivers of new business.
® [acilitation - Social media can be
used to facilitate conversations
about products amongst users and
drive recommendations.

A Impact on Financial

Services
Social Media represents a potentially
fundamental shift in the way informa-

© tion on financial products and services is
i distributed and how and where they are

being bought. Historically, the distribu-
tion of information on products and
services was expensive and therefore

i closely aligned to the distribution or
i sale of individual products and services.
: Hence, this information was almost en-

tirely controlled by the financial services
provider. However, Social Media repre-
sents a transformational shift in the way

i communication and information distri-
¢ bution is performed, as it increasingly
i occurs via peer to peer channels rather
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Web 2.0

than directly between financial services
providers and consumers. As a result,
Social Media is expected to challenge !
Financial Services providers to consider :
how they distribute information and sell

products and services.

“’Evolving Impact”

A recent Poll of 1000 Facebook
users aged between 18 and 34,
found that 48% of respondents
would take advantage of
online banking with Web 2.0

gadgets if their banks offered
the service. Moreover, one in
four would consider leaving
their bank in order to obtain
online banking through social
mediums.

Source: Worklite

What Opportunities Does
Social Media Provide For
Building Societies?

Building Societies were established to
serve local community and member
needs. However, over the years, growth,
acquisition and mergers have moved
them away from their local communi-
ties and, it can be argued, have stopped
them from serving their immediate
member needs.

The medium of Social Media
presents Building Societies with the
opportunity to re-position themselves
at the centre of valued local and shared
communities once again.

Forums

Forums vary between sophisticated
and extensive “sponsored” communi-
ties and much smaller user or consum-
er-created communities. They have !
developed out of internet forums and !
news groups and initially were not only

quite limited in what they could, but
also relatively complicated to set up
and manage. However, the develop-
ment of easy to use networking and col-
laboration tools has led to the explosive
growth in these networks and commu-
nities. Usage of social networking sites,
such as Facebook, has also familiarised
many people with the usage and poten-

tial of on-line social networks. Current

forums in the financial world include:

® Open Forum: A social community
sponsored by American Express
that targets small business owners
and provides videos, articles, expert
blogs, success stories and advice
from other business owners, whilst :
also offering networking opportuni-
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ties (albeit these being quite limit-
ed). It functions as a hybrid between |
a networking community and a con-

ventional portal.

® Mint: A website that allows people
to keep track of their spending and :
compare it anonymously with that :
of their peers. It recently added a :
feature that lets people track their
investments and a future version
of the site will allow users to com-
pare investment performance across
demographics. Mint provides an

important alternative to brokerage
firms that manage investments and
charge a fee (Note: Mint is plan-
ning on launching in the UK by early

2009).

Forums provide an opportunity for
Building Societies to return to their
roots and offer a value added service

to their members. The development of
* member forums will allow them to dif- :
i ferentiate themselves from other finan-
cial services providers, reduce cost of
: acquisition, develop and increase brand
- and product loyalty, improve cross sales
i and capitalize on the opportunity to
. offer value added services. Forums for !

members could include:

First Time Buyers Forums:

® [irst time buyers are quite often
very inexperienced when it comes to
knowing where to look for the sup-
port they need to make their first
property acquisition and achieve
their dream home. Typically first
time buyers require advice in finding

trustworthy solicitors and tradesmen !
such as surveyors, removal firms,
builders, decorators ctc. In addi-
tion there is limited transparency in -
how much they should pay for the :
services provided. A Building Soci-
ety facilitated forum could provide :

locally vetted and recommended
tradesmen, and in addition mem-
bers could be encouraged to provide
feedback based on their own experi-
ences.

® Future developments could include
bringing transparency into what is
a typically opaque market by pro-
viding indicative pricing for typical
activities undertaken by tradesmen

(taking social media into the price |
comparison arena). In addition a i
Building Society, through its posi- :
tion in the market, could look to ar- :
range and provide its members with
discounts for signing up with local
utilities, etc, providing real savings !

to its members.
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: Other Potential

- Implications and Uses
Building Societies can use Social Me-
i dia to deliver on other goals as well.

® Launching New Products: ING Di-

rect has used a Social Media mar-
keting campaign (e.g. videos hosted
on YouTube) to help launch a new
mortgage product in the US, aimed
at first time buyers. The backbone
of the campaign is the MoveOut-
MoveUp.com website, a dynamic in-
ternet experience targeting first time
homebuyers and featuring content,
video clips, and games depicting the
humorous and frustrating side of
renting.

® Generating  Customer  Feedback:
RBC created a p2p site for stu-
dents, by students, with tailored
student banking podcasts, blogs
and articles to help students man-
age their financial life. RBC cus-
tomers can also use the website to
voice their ideas about what they
want from RBC in terms of banking
products and the banking experience.

Next Steps

i The development and implementation

of a social media strategy is relatively
straight forward, however a structured
approach is required.

Conclusion

The mortgage market is becoming in-
creasingly transparent and fluid with
loyalty in decline. In this environment,
the role that traditional Building So-
cieties play, with their local branch

¢ networks and commitment to the com-
. munity, needs to be re-considered as
- cost becomes the key differentiator and
loyalty declines.

Web 2.0 or Social Media will have

i a profound impact on the distribution
¢ of information surrounding financial

services and the purchase of finan-
cial services products. This presents
a significant opportunity for Building
Societies to reclaim their place as the
people’s champion of financial services
and deliver on their promise of “serv-
ing the community”. If Building Soci-
cties can deliver on the opportunities
presented, they have the opportunity
to build valuable tools that support the

i retention and recruitment of new and
i profitable customers. MFG

© Rodger Oates is a Principal Consultant
© with Capco (focusing on strategy and
change within financial services, with a
i specific interest in new entrants and the
. growth in new markets )
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Business
Consultants

Since 2003, IBC has been assisting its Clients by successfully
delivering solutions in the following business critical areas:

B eCOMMERCE AND IT MANAGEMENT
B TENDER MANAGEMENT
B SUPPLIER MANAGEMENT
B ARREARS AND COLLECTIONS
B OPERATIONAL DESIGN AND BPR
B OUTSOURCING AND SPECIAL SERVICING
B SALES AND DISTRIBUTION
B TREASURY AND FUNDING
B VENTURE CAPITAL INVESTMENT
B HEAD HUNTING AND RECRUITMENT

Our Clients range from ‘““Greenfield” Start-Ups through to major UK Banks.
Each delivery is designed to meet each of our Client’s individual requirements.

Our approach to delivery is simple; agree, deliver, communicate. There is no
over complication, just a sensible, pragmatic approach that achieves the buy-
in of all stakeholders within an organisation.

If you are about to undergo business change in any of the above
business critical areas, please call or email:

Richard Pike Helen Atherton
Managing Director Senior Consultant
0(+44) 7976 561011 0(+44) 7793 059031

richp@i-b-c.co.uk helen.atherton@i-b-c.co.uk
www.i-b-c-global.com

UK B BAHRAIN B USA




Make sure you're on the right platform.

Consumer
Branch

Call Centre
Broker
Packager
Network
Paper Apps
B2B

Trigold/MTE

Mortgage
Bench

Collection Risk
Arrears Strategy Profiling  Arrangements
Portfolios
Collections Statements, FSA/CRA  Customer Accounts
& DD Financials ~ Reporting  Self Service
Processing & Banking
Servicing
Product
Factory ~ BTL Commercial Savings Gateway

Insurance Investments

Prime  Subprime Offset

Rules Engine Underwriter Dashboard

Decision Engine Checklist

Workflow Activity Dashboard

Document Management POS Offers

Portfolio Management Solicitor Portal

Credit Check Scanning & Indexing

e-ID Tranche Management

Scorecards Complaints Handling

Affordability Models Data Warehouse

AVM MI / Reporting
Case Document

DIP  Tracking Upload Wizards

Portals

KFI

FMA  Scripting Advice  Task

Management

Channel Zone

XIT2
Hometrack
Quest
Experian/Scorex
Equifax

Call Credit
ePDQ
Hunter

L&E
CHAPS/Swift
PAF

HML/Vertex/TE

From origination and processing to servicing and securitisation, DPR’s innovative technology and
deep industry knowledge enable lenders large and small to streamline their business processes
and gain the insight they need to stay agile, all using a single integrated platform.

Be at the forefront of lending. Visit dpr.co.uk/lending

t: 020 7553 8300 f:

020 7553 8301 e: enquiries@dpr.co.uk w: www.dpr.co.uk

From Components to Selutions





