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Whether it’s the work Christmas party, spending time with family and 
friends, or even joining the crowds at a Boxing Day derby, the end of 
the year is traditionally a time when we connect with other people. But 
increasingly those connections have a technological element. There’s a 
good chance that someone in your family is hoping to unwrap a new 
phone, game console or tablet on Christmas morning, that the New 
Year phone call to distant relatives will be done by Skype or FaceTime 
or that we will divide our couch potato time between watching festive 
TV and commenting on it on social media.

2013 has seen touchscreen devices overtaking laptops; 30.9 million 
people (48.4% of the UK population) owning a smartphone1; the launch 
of 4G mobile services; and superfast broadband enter the mainstream. 
We seem to have reached the tipping point where we expect to find a 
fast data signal wherever we go and get frustrated if we can’t check our 
emails on the station platform or in the coffee queue – the number of 
people in the UK who access the internet using a mobile phone more 
than doubled between 2010 and 2012, from 24% to 51%.2  

Grant Thornton’s Challenger Bank research discovered that internet 
banking is the channel of choice for three quarters of all customers; and 
mobile banking has already overtaken call centres as a preferred channel 
in most age groups. These trends in technology usage have been broadly 
grouped under the term ‘digital’ and 2013 is a year that has seen digital 
become a big part of everyday life.

It was also a year in which many of our Life & Pensions clients put 
digital high on their agenda. But as we have worked with them, it’s 
become clear that there isn’t a consensus – either within the industry 
or on occasion within individual companies – on what digital means 
and what the winning approaches will be. What is clear is that digital 
is fundamentally affecting the way we interact with each other and the 
way we research, buy and use products and services. 

With investment in digital projects likely to accelerate in 2014, 
we thought that now might be a good time to challenge a few myths 
about digital that could lead companies into blind alleys and wasted 
investment. We hope you find it useful.

Enjoy the festive season, and see you in the New Year.

Warwick Clews
Partner, Insurance Business Consulting 

1 e-Marketer: http://www.emarketer.com/Article/Nearly-Half-of-UK-Consumers-Will-Use-Smartphones-This-Year/1009956 
2 Office of National Statistics: http://www.ons.gov.uk/ons/rel/rdit2/internet-access---households-and-individuals/2012-part-2/index.html



Myth 1
Digital is just another 
channel
To see digital as another communication or distribution 
channel that can be bolted on alongside your existing 
operations is to misjudge how digital is changing the way 
customers interact. A customer today may have access to a 
smartphone, a tablet, a laptop, maybe even a hybrid phone-
tablet or ‘phablet’ and will use each of them for different 
purposes, sometimes at the same time.

Research on channel choice in other industries shows that 
customers prefer to transact and receive updates via a mobile, 
carry out research and complete simple purchases by tablet, 
and use a laptop for more complex tasks – but will revert to 
telephone or face-to-face as decisions become more complex. 
Importantly, they will start a process through digital channels 
but, if they hit a problem, expect to be able to talk to a person 
without having to start again from scratch.3  

Treating digital as a separate channel, when customers 
are looking for a joined-up cross-channel approach, risks 
disappointing them and making digital just another cost - 
rather than a way to focus your people on the most  
valuable interactions.

Myth 2 
Digital is just about 
technology
It’s tempting to think that creating digital capability 
should be left to the IT department. But an approach that 
is IT-centric rather than business-led is likely to struggle. 
Appropriate supporting technology is obviously important, 
but there are two further aspects essential to digital 
development:
A customer centric culture: Customers come to you to 
solve a problem in their lives. Success in digital depends 
on building ways to help customers to do that easily and 
enjoyably enough that they come back for more. That 
demands a culture that makes every interaction about the 
customer, rather than about internal priorities.
Service delivery design: Once you are clear on how you 
want to engage with customers – and what will make them 

engage with you – it is important to design processes that 
don’t ruin your desired customer experience. A common 
mistake in digital design is to present customers with a 
process that works superficially but becomes too difficult at 
the smallest detour from the ‘happy path.’

However good the chosen technology, it is likely to be 
badly implemented and poorly adopted unless the impact  
on the wider business is fully understood and the 
organisation as a whole is made ready to support digital 
technology developments.  

Myth 3 
Digital is not about 
relationships 
Life and Pensions has for many years left it to third parties to 
get to know their end customers and sell their products. This 
has led to ‘customer relationships’ that amount to little more 
than collecting the premium, sending the statements and 
‘letting sleeping dogs lie’ until maturity, retirement, lapse 
or death.

This ‘fire and forget’ attitude has created many problems. 
For customers, too often the product purchased has failed 
to deliver on the promise, but they have had little support 
or guidance from their provider and have disengaged. Our 
Customer Loyalty Index research shows that customers feel 
less loyal to their life insurers than they do to their banks.

For insurers, many are finding that they know little about 
their customers and lack the skills to reconnect with them. 
This is a growing concern now that the Retail Distribution 
Review has created large banks of orphan customers with 
no adviser and the Conduct Risk regime is placing more 
emphasis on understanding and meeting the customer’s needs 
across the lifespan of the product.

Digital technology can enable a more active dialogue, but 
companies will also need to invest in re-engaging emotionally 
with customers. In that context, having a strong brand 
provides a way to stand out from the masses. However, brand 
and what the organisation is perceived to stand for will be 
very publicly scrutinised and any incongruences exposed for 
all to see.

As the FCA have recently highlighted4, the only way 
to ‘get it right’ consistently is to establish a culture, values 
and behaviours that genuinely put the customer first, are 
worthy of trust and can withstand the public scrutiny that 
instantaneous sharing of experience creates.

3 Gallup - http://businessjournal.gallup.com/content/162107/customers-interact-banks.aspx?version=print
4 eg ‘Modelling Integrity Through Culture’ – speech to the FCA Markets Conference, Martin Wheatley, 19 November 2013



Successful businesses have always built strong 
relationships and trust, and they remain central to achieving 
customer loyalty. In the digital world this is magnified: 
companies can reach more customers more easily than ever 
before, but to turn one-time visitors to active customers you 
must earn their trust by delivering on your promises.

Myth 4
Digital is optional
The Life, Pensions and Investments sector is a conundrum. 
Our product is a promise: inherently virtual, often existing 
only in electronic form on a system somewhere. And 
yet advice and sales remain heavily people-intensive and 
customer service is still mostly done by telephone.

There is a clear need for change. The impacts of RDR are 
reshaping the value chain and traditional product- and sales 
advice-based business models look likely to deliver lower 
growth and margins. The value in the value chain is migrating 
towards the customer relationship and already advisers, asset 
managers and life and pensions companies are converging on 
the same space. To survive and thrive will mean establishing 
stronger relationships with more customers, at increasingly 
competitive price points, while operating more cost 
effectively. That can only happen if customers are doing more 
for themselves and the human element – in both advice and 
service – is concentrated on the points where it adds the  
most value.

Digital offers the tools to achieve that, although it will 
require significant commitment, changes and a willingness to 
experiment and learn. As competitors home in on the same 
space, the price of delay is likely to be exclusion. Digital is no 
longer optional.

Myth 5
Digital won’t change 
my business model 
Customer expectations of how they can interact with 
companies are changing. The FCA expects greater 
accountability in meeting customer needs across the whole 
life of the relationship. Insurers, wealth managers, platforms, 
and advisory businesses are competing for the customer’s 
trust in an increasingly challenging commercial environment. 
These external changes put pressure on the internal resources 
of the organisation and how they are used, particularly:
People: Companies further along the digital path have 
learned that success requires a workforce of digital specialists. 
Typically, that means recruiting in digital skills rather than 
‘growing your own’: the skill set is very different  
from traditional insurance skill sets, and the pace of change 
makes it hard to keep current without bringing in specialists 
from outside.

That means supporting a very different workforce with 
very different expectations – and somehow finding a way 
to put more traditional product, compliance, and risk skills 
alongside them. As one example of the challenges that may 
bring, senior technology staff are used to very different 
types of packages from staff in more traditional businesses as 
shown by Grant Thornton’s recent Executive Pay research 
feature in the Financial Times5.
Change: Other industries have found that even the most 
successful app or website has a lifespan of months rather than 
years. Being able to deliver change quickly and efficiently 
is essential. Cycle times need to be cut through test-and-
learn, prototyping, and small quick delivery chunks, without 
losing good practices such as strong sponsorship and joined 
up thinking. Learning from rapid incremental change where 
failures are small is better than theorising large, delivering 
slowly and failing big. 

5 Financial times: 27/11/2013 http://on.ft.com/1b2fKV1 

Reason says that, even given other pressures, you cannot ignore digital – but instinct 
says that it also presents a critical opportunity. The question is not whether you can 
implement a digital strategy without changing your business model, but whether digital 
can help you change your business model to one that is competitive and profitable in 
this new environment.

Grant Thornton can help. We are actively working with clients across the industry to 
help them rethink their strategies in response to the rise of digital technology, develop 
business models that exploit it for competitive advantage, and design programmes 
that implement it in manageable value-adding steps.



The Future of Life & Pensions Thermometer

We use our FoLaP thermometer to track the change drivers 
facing the industry and help our clients think further ahead to 
gain strategic advantage from unavoidable change. However, 
in the first edition of our research, we found the focus 
remained on achieving basic regulatory compliance rather than 
strategic change. 

While compliance still looms large on the agenda, in this 
quarter we have seen clients looking at adapting to compete in 
the post-crisis market. Structural and operational change are 
both rising in priority. Furthermore, the FCA is looking to 
drive cultural changes that will have a profound impact 
on strategy.

Future of Life and Pensions (FoLaP) 2013 – 2016 Who in the client should own the issue?

Competing in the post-RDR landscape
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Thematic review of annuities

Key developments 
The most visible change this quarter has been the re-emergence of Solvency II following the EU compromise deal, but elsewhere 
there is a renewed focus on strategic implications of the new market: 

• Insurers are already revisiting Solvency II work in the 
light of the revised volatility and equivalence rules, but 
we expect the focus to shift quickly optimising capital 
efficiency through scale and diversification 

• The other major regulatory mover is FCA’s focus on culture 
as a root cause of customer fairness issues. This will 
accelerate last quarter’s theme of engaging more directly 
with consumers and earning (back) their trust

• One key focus area is re-engaging with customers as they 
approach retirement. This will become more important as 
back books reach and pass their ‘peak maturities’ over 

the next few years. However, while customers now seem 
to view retirement as a process and not an event, moves 
to offer a long-term service as opposed to point-in-time 
products are still in their infancy

• Auto-enrolment remains mainly an operational challenge for 
now – but some companies are beginning to think through 
how to engage new savers cost-effectively

• Other regulatory issues have receded a little. The FCA’s 
concerns over outsourcing in investment management has 
affected life funds but not insurance administration, and 
client money issues seem to be under control

http://www.grant-thornton.co.uk/Global/Publications%20thumbnails/23232%20Future%20of%20life%20and%20pensions%20A4_6pp_email.pdf.pdf
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