
At last month’s Economist Retail Banking Summit, speakers from the worlds of government, 
banking, business, policy, regulation, media and consultancy gathered to discuss the challenges 
confronting the industry. The consensus was clear that in a world of increased speed, 
complexity and change – customers should be the industry’s compass.

A Hay Group perspective on how banks can seize 
the opportunities presented by industry revolution  

In a financial landscape, where disruptive technology, regulation 

and empowered consumers are the new reality, how can banks 

succeed? 

Mindset shift 
For a sector more accustomed to chasing profit and shareholder 

return, the shift in mindset required is profound. How can 

organisations make the necessary fundamental changes? 

Curt Hess, CEO, Europe retail and business banking, Barclays, 

described the scale of the adjustment required.

“ I’ve been in banking for a good part of my career. The industry never 

really thought about the customer, it was more of a product push.  

Now we need to have the customer at the centre of what we do.”  

The opportunities to use technology and data in order to  

create value for customers are significant but yet to be seized.

Summit delegates heard Ian Morgan, head of UK financial services 

at Google explain how consumer behaviour and technology  

is changing at a rate of knots.  More than half of banks do not  

have mobile optimised products, he said, and yet 40 percent  

of people are searching for products via mobile devices.

“ The challenge for banks is how they will position themselves 

culturally and structurally to be able to respond,” he said. 
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Creating customer value
So how do banking leaders drive the shift in mindset  

and how can they transform?

To keep up, banks must deliver relevant customer value, 

and to do this they will have to be nimble and innovative.  

This means adopting an openness to change in order  

to create an agile, innovative culture.  

Hay Group research has demonstrated that leaders hold 

the key – they have to lead that transformation, ‘reaching 

down into the organisation to make a difference’ as Virgin 

Money CEO, Jayne-Anne Gadhia describes.

Through our work with financial services clients, we 

understand that there is still progress to be made 

towards this end. The sector typically attracts bright, 

highly analytical and achievement driven individuals. 

They tend to be results-focused leaders, a by-product  

of which can be a ‘coercive’ leadership style that blocks 

innovation and leaves employees wary of coming 

forward with new suggestions. 

In an environment which now demands open systems, 

greater transparency and participation, the sector’s 

leadership style must move towards more coaching  

of teams in order to gain greater value from employees.

A wider range of leadership styles are a critical 

foundation for encouraging innovation. Manufacturer 

3M, whose ‘15% time’ allows employees to investigate 

their own ideas in work hours, says: “Give talented people 

the time and resources to prove the worth of their ideas, and 

in the long run you’ll come out well ahead.”

Are your customers being served?
First direct is a bank that routinely scores in the region 

of 90 percent in customer satisfaction surveys. Its head, 

summit panellist Tracy Garrad, argued that customer 

centricity is about ‘experiences’ versus transactions. This 

conviction has led her to meet customers, listen in on 

customer service calls and, critically, to ‘recruit for attitude 

and personality’ and then train for the necessary skills.

This type of senior accountability for customer centricity 

is critical, it essentially involves ‘role modelling’ the 

change and the behaviours that you want to see in the 

broader organisation.

Leadership on the front line makes all the difference too.

In Hay Group’s work with a major UK retail bank, the 

Hay Group team created a leadership development 

programme aimed at re-focusing branch staff on 

customers. It generated $43,000 per leader, measured  

by savings and increased revenues. Diagnostics showed 

that 73 percent of leaders had engendered a more 

positive working climate that inspired staff to serve 

customers better.

It is also necessary to empower your frontline. Andrew 

Murphy, retail director for John Lewis – a UK household 

name in retail – described the relationship between 

leaders, the front line and customer centricity: 

“ If you see your role as a leader is to issue rules and 

restrictions, what you will get is a rule bound and restricted 

workforce who are unable to think on their feet and who 

lack empathy.”

Some decisions – regarding risk management for 

example – are clearly better made at a high level. 

However when it comes to decisions regarding clients 

and customer service, it’s vital to empower people to  

be proactive as opposed to simply responsive. Distribute 

knowledge so that those closer to the customer can 

make decisions faster and in a more transparent way.

Give talented people the time and resources to prove the worth 
of their ideas, and in the long run you’ll come out well ahead.

...it’s vital to empower people 
to be proactive as opposed 

to simply responsive.
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Fresh blood
The highly intelligent, goal-oriented leaders at financial 

firms often hire in their own image. This is perfect when 

the main task is to close complex, high-stakes deals 

quickly and profitably. But new perspectives and  

a knowledge of new approaches are necessary to drive  

the innovation that will create customer value in the  

new banking environment.

Hay Group’s Jean-Marc Laouchez, managing director, 

financial services, Hay Group explained. “It is difficult 

to change an organisation when the leadership team has  

an average of 25 to 30 years experience of the banking 

sector and argues that it still knows exactly what the trends 

of the future will be – it’s not going to work. You need to 

bring in new people and in enough critical mass to make  

a difference.”

Dutch bank, ING, offers a good example of this. The 

bank is systematically working on attracting top talent 

with both the intellectual capacity and the emotional 

intelligence needed to build the bank of the future. 

Look at your structures
With the right leadership in place – it is important to look 

at how your organisation is structured. Organisational 

structures are key in determining employee habits and 

behaviours as well as broader culture. A flat organisation 

produces three characteristics that have proven to be 

predictors of a successfully innovative and customer-

centric operation. These are:

n  a sense of responsibility and accountability within 

each employee and therefore a greater sense of 

enablement to act within the organisation

n  a collaborative culture that encourages cooperation 

across department lines

n  a nimble, dynamic and fast-acting structure.

Use compensation to reinforce
The structure and the leadership of your organisation 

are critical to driving transformation. Pay reinforces that 

transformation.

Jean-Marc Laouchez highlighted how important  

a lever reward is within the financial services sector –  

“pay is something that high achievers value. It’s very much 

linked to what the sector believes is important and unless 

you connect pay with what you want to create in terms of 

value for your customer  your organisation will not change.”

The board members at one of Hay Group’s financial 

services clients focus specifically on how to use executive 

compensation as a means of implementing the new 

cultural message of change.

It is also critical that companies not allow regulation to 

drive reward strategy. At Hay Group, we see hundreds 

of compensation and benefits people, especially in the 

financial services industry, working on compliance, 

but very few focusing on the real challenges: what 

behaviours their reward strategy is reinforcing, how 

compensation is tied to the company’s strategy and  

how reward is helping the firm build competitive 

advantage. Starting from this objective, then working  

to comply with regulations, will lead to a more 

sustainable and effective reward strategy.

Look at your values
At the heart of all of this however, are the values of the 

organisation. They must guide and direct any change  

you and your leaders drive within your organisation.  

For Jayne-Anne Gadhia CEO of Virgin Money, it’s quite 

simply about asking ‘how can we make our customers 

better off?’  This has informed many of the banks 

initiatives, including the Virgin Money lounges which 

offer free refreshments, WiFi and a meeting space for 

individuals and the community. It’s an initiative which has 

resulted in increased footfall and improved performance 

at nearby branches of Virgin Money banks. For Andrew 

Murphy the relationship between organisational values 

and business is profound:

“ When the trade-offs emerge, if for the customer to win,  

you have to lose, nothing can sort that out, other than  

a fundamental re-engineering of what you’re trying  

to achieve.”



About Hay Group
Hay Group is a global management consulting firm that works with leaders to transform  

strategy into reality. We develop talent, organize people to be more effective and motivate  

them to perform at their best. Our focus is on making change happen and helping people  

and organizations realize their potential.

 

We have over 3,000 employees working in 87 offices in 49 countries. Our insight is  

supported by robust data from over 125 countries. Our clients are from the private, public  

and not-for-profit sectors, across every major industry. For more information please contact  

your local office through www.haygroup.com.

We’ve seen that the changing nature of the marketplace is such that banks must  

re-imagine what they do and shift their focus to clients. And the role that leaders must 

play in this is clear. The question for leaders then becomes ‘am I ready for change?’ 

At Hay Group we believe there are two types of leaders in this revolution. The  

‘Marie-Antoinettes’ who take an attitude of ‘wait and see’ or worse, denial that change 

on their part – rather than on that of their leaders and the regulators – is needed. And 

there are the ‘Dantons’: idealistic leaders who are honest about their own capabilities. 

These leaders are open to shifting their own mindset, learning about new approaches 

and personally driving change in their organisations. 

Which type of leader will you be? 

Umpqua Bank a real-life story of transformation
The example of US bank, Umpqua shows that with the right culture, structure, and a 

focus on customers and innovation, an established bank can reinvent itself to thrive in 

a transformed market. 

Established in 1953, it has been working since 2003 to differentiate itself by 

focusing on outstanding customer centricity and community-building. Umpqua 

has introduced ‘stores’, which, unlike traditional bank branches, act as community 

centres, complete with home-brewed coffee and postings about community 

activities. Its innovations include a ‘learn to earn’ programme, which equips parents, 

teachers and students with tools to learn about the importance of saving; an 

‘innovation lab’ that blends touchscreen technology into the customer experience; 

and ‘ask an expert’, a Cisco-powered service that connects customers  

face-to-face with experts at any time.

By 2010, Umpqua was 19th on Forbes Magazine’s ‘Best Banks’ list and was enjoying 

its fourth consecutive year in the FORTUNE ‘Best Companies to Work for’ ranking. 

The bank’s success stems largely from the organisational principles it has adapted. 

Umpqua has received recognition for a culture that fosters steadfast employee 

loyalty and commitment to the community. Part of its incentive plan includes 

a volunteer service programme that pays workers for 40 hours of community 

service:  93 percent of Umpqua’s employees participate in this programme, triple 

the national average for employer-supported service activities. It also enables its 

employees by placing a clear emphasis on career development and by maintaining 

a relatively flat structure: each associate is referred to as a ‘universal associate’.

Source: umpquabank.com
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Summary: are you a transformational leader?


