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Financial services organisations have
spent hundreds of millions managing
the reputational risk associated with
meeting the requirements of
significant new pieces of legislation.
But now that March 11 – the deadline
for FSRA – has passed, what will
organisations discover as they take
stock of their efforts?

Now that initial compliance with the
new regulations has been achieved,
attention should focus on issues
relating to the mitigation of
reputational risk. Namely:

• How can on-going compliance 
be monitored? Key considerations
include customer facing areas
dealing with high staff turnover,
changes to long established
processes and a growing number 
of non-employee authorised

representatives within expanding
distribution channels.

• How has the need for 
compliance impacted on both 
staff and the significant efforts
many organisations are making 
to improve their customer’s
experience?

Jeffrey Lucy, Acting Chairman of
ASIC, recently stated that ASIC
priorities for the coming year include
increased surveillance activity to
ensure on-going compliance1. Last
year this surveillance included an
ASIC/ACA survey that ‘mystery
shopped’ 124 Financial Planners and
found that only two had provided
customers with a ‘Very Good’ plan. 

Meanwhile Ian Johnson, ASIC
Executive Director of Financial
Services Regulation, has voiced
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In summary
All financial services organisations have invested heavily to
minimise the reputational risks associated with legislative non-
compliance. But what about the risk of a poor customer
experience and failing to meet customer expectations? In many
cases legislative compliance has been achieved at the detriment
of equally expensive customer service projects. 

The solution to this issue is a change of approach. Instead of
adding additional layers of compliance, organisations should start
by identifying the customer’s expectations and the business
needs. Compliant processes that deliver these expectations can
then be developed and monitored to provide renewed customer
and revenue growth.



perspectives May 2004    2

concerns that many industry
participants complying with disclosure
requirements had created documents
that were unhelpful to customers2.
While the customer experience
complies with the regulations, in many
cases it has become more confusing
for customers, with documentation
not meeting ASIC’s directive to be
“clear, concise and effective”.

To date, many organisations have
employed two distinct project teams,
backed by large budgets, to work
separately – and occasionally against
each other – to ultimately manage the
institution’s reputation. One team has
been managing the reputational risk
associated with non-compliance with
the government regulations. The other
has been managing the reputational
risk that can come from complaints
and customer churn generated by 
a poor experience. 

The issue facing organisations now 
is how to efficiently manage both
aspects of this reputational risk.

The impact on the customer
experience of these new procedures
Despite on-going industry lobbying,
ASIC’s main objective for the recent
legislation has remained unchanged,
namely to promote:

• Confident and informed decision
making by consumers of financial
products and services. 

• Fairness, honesty and
professionalism among financial
service providers. 

• Orderly and transparent markets 
for financial products.

Jeffrey Lucy recently described this 
as setting “new standards in particular
parts of the financial services industry,
so that the entire sector is now
subject to broadly consistent
regulation.” And the impact of this 
is to give consumers “streamlined 
and simplified access to a range 
of financial services.”

ASIC has offered very limited
interpretation of how the new
legislation should be applied, with 
a one-size fits all approach regardless
of whether the organisation is a 
Big Four Bank, Financial Planner,
Insurance Broker or Credit Union. 
This has led many financial services
organisations to implement a very
rigid and strict application of
compliance. To date organisations
have been very reluctant to adapt 
their compliance strategy to deliver 
a customer experience that is simple
and streamlined – the purpose of 
the legislation. Instead they have
focused on a level of compliance 
that puts all the onus and risk back 
on the customer.

With severe penalties for 
non-compliance – both financial and
reputational – lawyers have advised
organisations to comply with the letter,
rather than the intention, of the new
legislation. The outcome has been
Product Disclosure Documents
running to 80 pages or more, with 
the intention for full disclosure not
necessarily translating into better
informed customers. On the contrary,
the level of understanding required by
these documents is leaving customers
either unwilling or unable to read them
fully. The customer’s response is
instead to ask for help, something 
that many customer-facing staff are 
no longer authorised to give as it
would constitute advice. Meanwhile,
in branches and call centres,
previously commonplace requests for
information about “what is the most
suitable account” are being met with
apologies, transfers to other staff or 
a handful of documents to read first.

The result of this approach is already
being seen, with frustrated and
confused customers aware that
having been given full disclosure
documents, they will have little right 
to recourse should they make an
inappropriate application. Greater
disclosure is currently leading to 
less informed and more confused
customers. This approach to
compliance is at odds with the efforts
of the teams seeking to improve 
the customer experience. Reading 
one lengthy document can be hard
enough, much less reading several 
for the purposes of comparison and
‘confident and informed decision
making’. In areas such as Financial

Planning, where full disclosure 
of commission structures has led 
to some very lengthy documents,
customers will end up once again
relying on the Financial Planner to
summarise the details. Therefore 
the current method of disclosure 
will discourage comparison and leave
the power of comparison with the
Financial Planners. Not only is this
contrary to ASIC’s stated intentions,
but it also opens up the institutions 
to greater complaints, criticisms,
customer dissatisfaction and hence
reputational risk.

Time for a change of approach
The typical approach to complying
with the new legislation has been 
to focus narrowly on a subset of
compliance-related risks, and has
resulted in additional layers of
compliance obligations on top of the
daily business activities. The result 
is that compliance has failed to fully
deliver the regulator’s objectives and
the customer’s expectations. And this
failure has left financial services
organisations open to the reputational
risk of vocally disgruntled customers –
and eventually shareholders.

However, there is an alternative
approach that can help financial
services organisations drive
competitive advantage. The model
aligns the organisation’s efforts across

the entire business to deliver on the
expectations of all stakeholders –
including those of the customer. 
Such an approach would focus not 
on what can’t be done, but rather
ensures that the institution meets 
the customer’s expectations and
consistently applies best practice 
for what can be done. Institutions 
are then able to deliver on their 
brand promises and defined levels 
of service, while also complying 
with the legislation. 

Strict adherence to regulations,
rather than implementing a
wider definition of compliant
best practice, can create an
inconsistent customer
experience …*

Customer-facing staff 
are often an overlooked 
source of valuable customer
information …*
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Compliance monitoring
of new regulations

• A fair, honest and
transparent buying
experience for
financial products.

• A legal-centric – rather
than customer-centric
– approach is putting
the risk and
accountability back 
on the customer.

• Establish a joint
compliance /
customer experience
team that has
responsibility for both
compliance and
customer metrics.

Creation of new
disclosure documents

• Better informed
decision making
through transparent,
consistent and
comparable product.

• Lengthy documents
written with lawyers
rather than customers
in mind are not being
read; leading to
frustrated and less
informed customers.

• Benchmark and
review the customer
experience through
focus groups and
mystery shopping.

New complaint 
handling procedures

• Clearly defined
process improves
complaint resolution
and customer
satisfaction.

• Complaint handling
can become divorced
from customer
service, and
procedures not
updated to avoid
future complaints.

• Develop broader
feedback monitoring
within the complaint
handling procedures.

Anti-hawking
restrictions on
product sales

• Product discussions
are controlled by the
customer rather than
by sales targets.

• Customers are only
offered a limited range
of products, such as
those outside of FSRA
(e.g. Credit Cards).

• Establish sales
processes that focus
on understanding 
and then meeting
customer needs. 

Customer
expectation

Potential 
‘compliant’ 
experience

Meeting expectations
with compliant

processes

Process changes
to avoid giving
unauthorised advice

• Customers receive
advice that is
appropriate to their
individual situation.

• Delays and transfers
can occur, before 
a customer can 
speak to a suitably
qualified person.

• Extend existing
benchmarks to
measure the quality &
availability of advice.
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Achieving a valued and
compliant customer experience
As the provision and distribution
channels for Financial Services
products become increasingly
diverse, organisations face a growing
need to establish brand value
differentiation and improved customer
relationships. With the demand for

true transparency likely to erode
headline rates as a means of
differentiation, and given the higher
reputational risks outlined above,
a new compliance model is required,
one that is driven by compliant
business and customer outcomes
rather than further layers of
compliance. Some initiatives that
can help address this include:

Joint customer
experience/compliance team
Bridging the customer-compliance
gap should begin by establishing 
a permanent cross-department team
comprising representatives from
compliance, customer service and 
the various distribution channels. The
team should hold regular meetings to
discuss campaign objectives and
how they will fit within the legislation,
customer response to compliance-
related issues and how the customer
experience is being hampered by, and
benefiting from, compliant processes.
Creating such a cross-border team
develops a holistic and continuous
approach to compliance, and ensures
there are no surprises for either side. 

To enable this team to drive process
improvement and not just discussion,
they can be made responsible for
key metrics relating to a compliant
customer experience. This on-going
review should begin immediately
to provide the development of
customer-centric compliance
processes and best practice.

Monitor the customer experience
All financial services organisations
are developing methods of monitoring
on-going compliance. However
to achieve brand and service
differentiation, compliance needs to
establish business rules surrounding
the customer experience that are
monitored through focus groups,
market research and mystery
shopping visits to branches, call
centres and non-employee authorised
representatives. Through this process,
organisations can identify issues
relating not only to non-compliance
but also to the brand experience as
seen through the customer’s eyes. 

This customer experience review
should include initiating a staff forum
to discuss how new compliance 
layers are making their job either
easier or harder. Customer-facing 
staff are often an overlooked source 
of valuable customer information, 
as well as being vital ambassadors 
for the brand – and staff unhappy 
with new procedures will project that
dissatisfaction onto their customers.

A new compliance model is
required, one that is driven by
compliant business and
customer outcomes rather than
further layers of compliance …*
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Examine staff and customer
feedback as well as complaints
New provisions formalising the
complaint handling processes have
created the opportunity for financial
services organisations to identify 
the needs and expectations of their
customer base. This can be achieved
by using these processes to
document customer feedback rather
than just the complaints that the
legislation dictates must be tracked. 
A little extra work to extend these
databases to incorporate positive 
and anecdotal feedback, as well as
official complaints, will provide the
understanding to develop best
practice customer service. 
For example, with many banks
currently re-engineering their branch
environment, tracking the anecdotal
comments made by customers to
tellers can provide valuable insight 
for future branch developments.

Complaint management offers 
a valuable opportunity to map the
current customer experience against
customer service attributes that are
valuable to customers. This work will
identify where the company is not
currently or fully meeting important
customer expectations. This feedback
can then be used to form the basis 
of on-going supplementary training 
for new and existing staff – an issue
particularly important in areas with
either high staff turnover or non-
employee representatives. The culture
and focus can be changed to doing
more of what is working well – with 
a resulting boost to staff morale and
revenues – rather than doing less of
what is no longer allowed.

By redefining a legislative
requirement in terms of a compliant
customer-centric process, business
rules can be defined to exceed
customer expectations rather than just
the minimum standards of complaint
handling required by the legislation.
The opportunity is to deliver superior
customer service in resolving the
issue, and turn a complaining
customer into a lifetime advocate.
Many complaints come from
unfulfilled expectations. By taking the
time to ask more questions about the
customer’s needs, and explaining all
aspects of the relevant products or
service, complaints should fall – and
complaint volumes under this new
scheme are very measurable.

Using anti-hawking rules 
to improve sales
Skills and business processes should
be established to enable staff to
spend more time asking the customer
the right questions to fully understand,
and then meet, their stated needs. Too
often the sales process can be driven
by the organisation’s sales targets
rather than the customer’s needs. 

Establishing and then monitoring new
sales processes will help
organisations focus on the customer
experience and long-term customer
relationships. Selling the right product
to fulfil the customer’s needs may
require a revision to short-term sales
targets but it will be repaid with less
complaints, reduced customer churn
and greater long-term customer value.
High customer satisfaction and low
customer churn are attributes every
organisation would enjoy.

Extend the monitoring of
service availability to include
advice availability
Bank call centres routinely monitor 
call waiting times and ‘availability 
to serve’ in order to achieve defined
levels of customer service. But the
new regulations have created a 
two-tier system, with many financial
services organisations choosing not 
to put frontline staff through the
extensive training required to provide
personal advice. If not handled
properly, this can lead to customers
requiring advice having to wait in
multiple queues in order to speak 
with trained staff. On many occasions,
this will be to ask questions that
tellers or call centre staff would
previously have handled, resulting 
in legislative compliance but 
customer dissatisfaction. 

To overcome this risk, business rules
and customer service targets should
be extended to define the number 
of trained staff who can give advice
and who are available to the customer
at any point in time. Some banks have
set up separate call centres where 
all staff are fully trained to give advice.
Call centre staff then no longer have
to tell customers that they are not 
able to advise on the most suitable
product, but instead can meet
customer expectations by quickly
introducing them to someone who 
can help. If this causes a problem

within branches, then a customer
hotline from the branch to a specialist
call centre can be considered. 
As mentioned earlier, the reputational
risk from customer complaints is 
often initiated when simple customer
expectations are not met.
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