o DESIGNING
THE DIGITAL BANK
OF THE FUTURE

e{?’u‘ Haren

Jeremy Bryson



Designing the Digital Bank of the Future

Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



Other publications by Van Haren Publishing

Van Haren Publishing (VHP) specializes in titles on Best Practices, methods and standards
within four domains:

- IT and IT Management

- Architecture (Enterprise and IT)

- Business Management and

- Project Management

Van Haren Publishing is also publishing on behalf of leading organizations and companies:
BRMI, CA, Centre Henri Tudor, CATS CM, Gaming Works, IACCM, IAOP, IFDC,
Innovation Value Institute, IPMA-NL, ITSqc, NAE KNVI, PMI-NL, PON, The Open Group,

The SOX Institute.

Topics are (per domain):

IT and IT Management Enterprise Architecture Business Management
ABC of ICT ArchiMate® BABOK”® Guide
ASL?® GEA® BIAN®

CMMI® Novius Architectuur BiSL® and BiSL® Next
COBIT" Methode BRMBOK™
e-CF TOGAF°® BTF

ISM CATS CM®
ISO/IEC 20000 Project Management DID®

ISO/IEC 27001/27002 A4-Projectmanagement EFQM

ISPL DSDM/Atern eSCM

IT4IT® ICB/NCB IACCM
IT-CMF™ ISO 21500 ISA-95

IT Service CMM MINCE® ISO 9000/9001
ITIL® M_o_R° OPBOK

MOF MSP® SixSigma

MSF P30° SOX

SABSA PMBOK ® Guide SqEME®

SAF Praxis®

SIAM™ PRINCE2°®

TRIM

VeriSM™

XLA®

For the latest information on VHP publications, visit our website: www.vanharen.net.

Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



Designing the Digital
Bank of the Future

Jeremy Bryson

Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



Colophon

Title: Designing the Digital Bank of the Future

Author: Jeremy Bryson

Reviewers: Jean Aw, Stefan Buxton, Steve Heron, Matthew J. Perry

Text editor: Steve Newton (Galateaq)

Publisher: Van Haren Publishing, 's-Hertogenbosch-NL,
www.vanharen.net

ISBN Hard copy: 978 94 018 1030 2

ISBN eBook (pdf): 978 94018 1031 9

ISBN ePub: 978 94018 1032 6

Edition: First edition, first impression, August 2023

Lay-out and design: Coco Bookmedia, Amersfoort-NL

Copyright: © Van Haren Publishing, 2023

For further information on Van Haren Publishing, e-mail to: info@vanharen.net.

All rights reserved. No part of this publication may be reproduced in any form by print, photo
print, microfilm or any other means without written permission by the publisher.

Although this publication has been composed with much care, neither author, nor editor,
nor publisher can accept any liability for damage caused by possible errors and/or
incompleteness in this publication.

Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



Preface

Much is written about digitalization and the agile approach that has been used to
develop it over the last 15 years and more. This theme has become key for business
success because every company is now a software company. In addition, every
bankis now a data management company as well, given the contribution that data
makes fo the value-adding to financial services. These tfrends promote connections
within and between organizations, making success ever more difficult to achieve
in such a complex environment. Financial services is an industry going through
a profound restructuring on the back of the lessons learned from digital giants in
their journey to digitalization. It is, however, useful to look at this restructuring in a bit
more detail fo draw some conclusions. The technology adoption, particularly in the
form of cloud computing, is moving at pace based on ground-breaking innovation
with its roots in the mid-2000s. Such developments matter because they do not just
automate whatis already being done, they allow new activities and create services
for customers that were not possible with older technologies. Therefore, delivering
to businesspeople what they actually want from technology is becoming more
difficult as they are not familiar with the ‘art of the possible’. What most organizations,
and particularly financial services, are actually doing is ‘combination innovation’,
bringing together solutions to do something new. There is much noise about this
tfrend, and it is important to identify what organizations are talking about and what
they are really changing as these do not appear to be the same.

Whilst we talk about innovation in fechnology, what underlies this are some structural
factors about what financial services does and its position in an ecosystem-based
economic model. The business issues that banks are using this new technology
to address are enduring, hence the need to look at a) how banks exploit the
opportunities created by this new technology and b) how the banks will function.
These business issues are faced by both established banks and the relatively new
Fintech sector. Fintechs have the advantage of being end-to-end designed from
the outset but do not have the brand or depth of data available to established
players.
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Central to dealing with all this change is the role of the designer, in both business and
service, to ensure that connected impacts lead to synergies through a strategically
designed operating model. The design of the business is thus the means to making
success happen and the designer role is, therefore, key to linking strategic intent to
practical change. This book addresses how o exploit business and service design
techniques for business advantage, not through the theory but rather through
how to deal with the enduring business issues mentioned above and a number of
practical problem:s.

| offer the material as a book rather than a series of articles, which could have been
published in a different format, because of the enduring nature of the designer
role, the design methods to be used and the business issues to be addressed in the
industry. It should be freated as a guide both for design methods and as a prompt
to design out business problems. | expect you to sample its content rather than read
it end-to-end.

I would like to thank the review team who diligently critiqued this book and provided
such insight and guidance: Jean Aw Peng Mei of Fermion Silverlake, Stefan Buxton
of HSBC, Steve Heron and Matthew Perry, both of Lioyds Banking Group, all of whom
have my deep thanks.

| would also like to mentfion the support and sponsorship of Raymond Kwong
formerly of Silverlake Axis and Cyrus Daruwala of IDC without whose foresight this
book would still be just a collection of thoughts.

Jeremy Bryson

July 2023
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Endorsements

Business design is about working in collaboration to solve problems and shape
initiatives to meet the needs of the customer, colleagues, and sponsors. The discipline
ensures that business capabilities are harnessed and exploited to maximize value.

Victor Weigler
Chief Technology Officer, Lloyds Banking Group

Insightful, holistic design thinking is needed to systematically address the 21st century
challenges of businesses and their complexity. This allows enterprises fo thrive and
grow sustainably, creatively, and orderly.

Raymond Kwong
Former CEO and Deputy Chairman, Silverlake Axis

Business design acts as the bridge between a myriad of complex business issues
and the digital transformation agenda.

Saghir Khan
Risk Transformation Lead, EXL

This subject has moved from the detailed designer’'s desk to the boardroom, the
design of new operating models is a necessary condition for success in the digital
age.

Cyrus Darawala
Managing Director, Global Financial Services @ IDC
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Connected impacts as managed by business designers have never been more
important as in this digital age.

Steve Heron
Head of Experience Design, Lloyds Banking Group

This discipline is the binding force which drives synergies in an effort to function in
more complex and difficult operating environments.

Stefan Buxton
Head of Data Quality, Global Risk and Finance, HSBC

Business design is a discipline that helps bridge execution and strategy in a holistic
manner. Business designers help connect the dots between people, processes,
systems policies and procedures and every other component of the business into
an operating model that is designed for success.

Vidhya Rengiah
Associate Director, Product Management, Publicis Sapient
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Introduction

Design is everywhere. As you read this book look around you and everything man-
made you see will have been designed (unless you are looking at a loved one, pet
or plant). In fact, most things you see will have been redesigned as well. | can extend
the analogy to include architecture of the building that you are (probably) in. If you
are in a room, the contents of the room have been positioned fo fulfil a purpose
and this is a form of design as well. Design therefore operates at the macro level
(the room) as well as the micro one (the furniture and fittings). Like other businesses,
financial institutions have been designed, mostly at a micro level and in response
over time to changing external needs from customers, regulators, shareholders etc.
After a while, the detailed design layered on top of a previous design starfs to look
inflexible and gets harder to change. Over fime, poor design of the business will
start to show in the complexity of implementing new technology and the ability
to change the business. This occurs because the role of the business designer to
think strategically and to apply design thinking has only recentfly been understood.
Previously design results have not been well connected even if they would be good
in the detail of what they were doing.

Business design has developed strategically in response to a number of influences.
These include the recognition that designing the business is difficult and unlocks
immense value, that traditional banks and Fintechs are in a race to progress, and
strategic thinking has to be more closely linked to how the business is designed.

Similarly, service design dealing with how customer and colleagues, experience
the business is seen as a key skill set to make change effective. There are many
examples of well-designed services that stand out and this is needed for a financial
services business to be successful.

It is also fair to say that anticipating the future design of an organization usually fails.
This happens because predicting the future is so hard. | am writing this in May 2023.
Could we have predicted what has happened in the world between 2020 and
2022 in 20192 Rather, the designer should adapt through changing the individual
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Conway'’s law Ashby’s law
An organization will design a To deal with the diversity of
(oroadly defined) system with a problems one needs at least as
structure the same as its many responses as there are
communication structure problems

Promotes suboptimal design Design is an inherently

R‘ complex approach

Business design thinking has to. . .

» optimize design in a complex
environment;

» design transition states as much as

end states;
* connect the dots and particularly
drive combinational innovation.

Drives imperatives to R
make change more

effective Strong link of strategy to

design
Tradition banks versus FinTechs H
Banks have to deal with complexity of Z;(fmw?;e(; sfrc;hzgcy;] (as an
change faster than FinTechs make P ppro )
progress on overcoming customer Seek uncontested markets with
inertia to survive minimum viable audiences

Figure 1 The reasons that business design matters

components of the business model, instead of everything at once. Combining those
components flexibly adds more value to customers and shareholders than second
guessing the business environment in a few years’ tfime. The result is a discipline
which is central for the future success of organizations and is becoming increasingly
important to the CXO suite.

With the widespread adopftion of agile techniques comes the realization that the
business design discipline acts as the bridge between business strategy, fechnology
strategy and business operations. This is coupled with the acceptance that every
business is now a digital business, and every financial services company is also now
a data management company. These big trends need fo be managed strategically
to unlock value, as doing it piecemeal has not relay delivered.

Part of design thinking is to see the business as a whole, not just the sum of its parts.
Section 1 of this book deals with business design method-related topics which make
a difference to the effectiveness of the approach.

Much is written about this subject from a ‘how should we do it' perspective.
However, these topics provide a practical guide of what matters and what doesn't.
We therefore avoid the curse of the chirpy futurologist who naively pushes the
benefits of new fechnology which we see too much of. There is a build element in
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the approach which gives us the design thinking fo visualize a problem. From that
point, we break the problem down info its components and then be pragmatic in
customizing the method to solve a parficular challenge.

OB ADT DR DD H T

Identify Establish Structure Establish Use the Create Track Realize the
the the and the relevant  business journeys progress  benefits of
value in business  customize design capabilities to the designed
designing design the principles target business
the thinking approach design
business

Figure 2 The design process in summary

A method has its place but needs to be flexibly applied, avoiding the dogma of
over-adherence to a manual. The method centers around developing a target
operating model (TOM) to address the problem statement and shows the change to
be made. The TOM is to an organization as an architectural blueprint is fo a building
and becomes more important as complex change is applied to the organization.

The second section is how business design has been applied to hot, but enduring,
banking topics and what practical learnings can be gathered about these
subjects. There is much hype in the industry and this section addresses what is really
happening and how business design should be put into practice. Tips and hints will
help accelerate the design thinking in these topics.

Section 3 has a number of specific case studies which show, by example, how
business design can be used fo tfransform particular fopics.

To aid the discussion it is useful to present a lexicon of design ferms which we will
refer to in the rest of the book.

Design Term Description

Agile change A development method emphasizing the iterative and
incremental approach to change based on continuous feedback
and adaption. It uses sprints to address the individual aspects of a
problem and deal with its consistent parts.

Blockchain Blockchain is a decentralized, distributed ledger technology
which allows secure transactions without the need for
intermediaries such as banks. At its core it is a database which
stores information as a series of blocks linked chronologically.

Business design thinking The discipline of looking at a problem and seeing how design
methods can be applied to solve the problem for a successful
outcome. It combines design thinking and business strategy
principles.
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Design Term

Description

Co-creation

Designs are developed with the customer or colleague in mind
and allow these roles to provide feedback throughout the
change process. Co-creation allows many different stakeholders
to work together to come up with a solution.

Combination innovation

The process of combining existing ideas, technologies, services
and products info new and innovative solutions.

Connected impacts

When design occurs in the detail of the business, connections
between the outcomes are not always understood. Connecting
the impacts is a way in which business design becomes strategic.
Innovation in one area can have a ripple effect throughout the
business.

Design collaboration

The process of bringing together designers, businesspeople and
technologists to design a solution to a problem. It therefore brings
tfogether diverse perspectives and expertise.

Design governance

These are policies, practices and standards used to manage the
design activities. Its objective is to ensure that design is aligned to
overall organizational goals and values.

Design patterns

Originally applied to software design, these patterns are reusable
solutions to a problem centered around what supports a business
capability.

End-to-end thinking

The perspective on a problem which sees the start and the end of
a solution, not just the immediate symptom.

Enterprise architect

The enterprise architect creates the end-to-end design of how
applications and infrastructure support the business outcomes.
This work forms part of the operating model.

Fintech

Financial technology companies use technology to provide
financial services. Being new, they start with the advantage of
exploiting new technology across the business model from the
outset and they design their business model end-to-end from
launch. This contrasts with established banks. This different starting
point fo established banks does, however, suffer from the lack of
depth in data available to refine customer offerings.

Joining the dofts

Looking at a problem statement and seeing it in the context

of wider business design considerations. It is of most value in
connecting different ideas, concepts and information to create
a meaningful whole. Verifying these connections is often done
through prototyping.

Large language models

These are machine learning models designed to generate natural
language text and are typically tfrained on massive amounts

of text. They are unsupervised learning models which identify
patterns and relationships between data.

Moments of truth

The event which occurs, typically experienced by a customer,
that determines what impression the customer takes away. These
moments are not all of the same value to the customer.

Operating model

This shows how the business functions in terms of its processes,
data, applications, infrastructure, and organization design. There
are several versions of this artifact being: ‘asis’, target and a
number of fransition states.
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Design Term

Description

Persona

A persona is used to show how a type of person behaves when
dealing with the operating model. Personae are typically
customers or colleagues but can be extended to wider members
of society who can be affected by the actions of a bank.

Prototyping

The use of a design pattern to see if a viable solution can be
developed and tested to assess, not just that it works, but it also
meets the outcome set.

Service design

The design of the actions which a customer, colleague or other
stakeholder experiences, often centered around a problem which
the person wants to fix and expressed in terms of outcomes.

User testing

The assessment of whether a solution addresses the fundamental
problem statement and meets the outcome sought.

Waterfall approach to
change

This is a linear project management approach using sequential
steps such as: user requirements, design, build, test, deploy and
maintain. It provides more structure and predictability than the
agile change method, however it does not manage feedback
flexibly to accommodate changes.
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Using the design
method
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Evolving roles

The role of the business designer or service designer was not prominent in the origins
of agile development. That is partly because fraditional systems development was
based around the business analysts’ function. This activity generally focuses on
gathering and synthesising business requirements from users and also capturing
non-business requirements. The business analyst’s role also tends to lean towards
the implementation of technology systems and does not focus on how the business
will alter as well. The result was that the traditional systems specification document
in its various forms often centered around use cases and actors.

There has also been the external management consultant role which has looked at
strategy and focused its efforts on problem solving. In many respects the business
designer role has evolved from an attempt fo bring consulting skills in-house and
provide the link to the business analyst which is still needed. These skills are combined
with those of the service designer to focus on the customer and colleague.

Design in the organization

Our designer therefore has an interesting position in the organization, not just in the
agile method but really at the intersection of strategic thinking, design thinking and
innovation.

Whilst the exact specification for the role will differ between organizations it is

probable that it will include some or all of the following:

B Linking design work to the big strategic picture and join the dofts to create a more
impactful solution.

B Creating and shaping innovative business models which should be both feasible
tfo implement and profitable for the organization.

B Working with business management to shape and scope ideas into design, taking
the strategic intent to the next level of detail. These ideas can be strategic and
tactical and maybe disruptive or well planned.
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4 Designing the Digital Bank of the Future

Business
strategy

Road
mapping

Design
shaping

‘Joining
the dots’

Design
thinking

Figure 3 Positioning the design role

B Working with the management team and the change function, shape the
solution and prioritize it in the roadmap of change. This may be a scheduling role,
or it may develop the business case. This case can either be a financial analysis
and / or a story selling the change.

B Facilitating the solution development in the agile process, typically early on, and
making sure that what is designed and built remains relevant.

B Designing out complexity at all levels in the operating model. This should be
the quest that this role has. Many organizatfions seem to have unnecessary
complexity, but thisis not necessarily sloppy management. Mergers, new business
line launches and new regulations all work against the business because of the
stressed timescales to ‘get it done'. Redesigning the business seeks to rebase line
the operating model and get rid of this complexity.

Is the designer role part of the agile change function? The fact that | raise this
guestion means that design does not always have to be in such a function. Given
the designer operates at the intersection of strategic thinking, design thinking and
innovation, design can be placed in the change function, in a strategy function, or
separated out completely. All of these options are viable depending on what the
business decides is important in making design effective.

Designers and their stakeholders

More than other roles in the business, the designer should be working with different
types of stakeholders. Communication, facilitation and influencing skills are key to
making the role work. Let us look at different personae of the stakeholders and how
the design function works with them.

Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



	Colophon
	Preface
	Endorsements
	Contents
	Introduction
	Section 1: Using the design method 
	1. Where does the designer fit?
	2. The value of business design in banking
	3. The benefits of good business
design in banking
	4. I think business design, therefore I am

	5. Structure from chaos: business design methods and models
	6. Business design principles for the bank of the future: creating the foundations for success
	7. The journey less followed
	8. What capabilities do business designers have?
	9. A finger on the pulse: tracking design success

	Section 2: Applying design thinking to emerging and current financial services subjects
	10. We need a (new) digital strategy!
	11. What is new in digital banking?
	12. Banks and ecosystems
	13. Open far, open wide
	14. Banks are data management organizations now: data strategies in banking
	15. Four words, some data and a bit of business design
	16. Unlocking the power of technology: enterprise architectures for the bank of the future
	17. Assessing current systems in banking
	18. Blockchain and the bank of the future: building a business infrastructure of trust
	19. Now it gets personal, designing personalization in retail banking
	20. Real time banking
	21. May you not live in difficult times
	22. Designing how to challenge the challengers: start-ups in an established banking business
	23. Banking, sustainability, and business design: a force for change
	24. Who wins at payments wins at banking!

	Section 3: Case studies
	25. Digital risk and the future
	26. Seeing the whole picture: holistic risk management in banking
	27. Commercial lending done differently


	Section 4: Conclusion
	Further reading and information

	About the Author



