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DEAR READER,



Design thinking, a collaborative, human-focused
approach to problem-solving, is no longer just for
the creative industries. It has become an important
management trend across many industries and has been
embraced by many organizations. Its results are hard
to ignore. Indeed, design-driven companies regularly
outperform the S&P 500 by over 200 percent.’

To date, the financial services industry has not led in
adopting this approach. However, leaders are recognizing
that important challenges, such as engaging with
millennial customers, can be best addressed by using
design thinking, through the methodology’s exploratory
approach, human focus, and bias towards action. This
edition of the Journal examines the value of design
thinking in financial services.

Design thinking introduces a fundamental cultural shift
that places people at the heart of problem-solving,
which is critical in a technology-driven environment.
If the customer’s real problems are not fully understood,
technological  solutions may fail to deliver the
desired impact. In this context, design thinking offers a
faster and more effective approach to innovation and
strategic transformation.

" http://fortune.com/2017/08/31/the-design-value-index-shows-what-design-thinking-is-worth/

The case studies and success stores in this edition
showcase the true value of design thinking in the real
world, and how this approach is an essential competitive
tool for firms looking to outperform their peers in an
increasingly innovation-driven and customer-centric
future. At Mastercard, design thinking has become a
part of almost all organizational initiatives, from product
development, research and employee engagement
to solving challenges with customers and partners.
Meanwhile, at DBS Bank in Singapore, a data-informed
design model has been firmly embedded into the bank’s
culture, enabling them to successfully move from being
ranked last among peers for customer service in 2009,
to being named the Best Bank in the World by Global
Finance in 2018.

| hope that you enjoy the quality of the expertise and
points of view on offer in this edition, and | wish you every
success for the remainder of the year.

Lance Levy, Gapco CEO



THE ADOPTION AND IMPAGT
OF DESIGN THINKING

IN FINANCIAL SERVIGES

PAUL LEE-SIMION | CEO, AA INFO, and Senior Consultant, DBS Singapore

ABSTRACT

The adoption of design thinking techniques is not an option for financial services, it is a must. The landscape is changing rapidly, and design
thinking is affecting everything we do and use; the business case for it is indubitable. Governments are paying attention and adopting
the approach, as well as showcasing the pronounced changes fintech is having on the financial industry. By adopting design thinking, the
financial industry is undergoing a paradigm shift in the way they engage, organize, and deliver to their customers.

1. WHAT IT IS DESIGN THINKING?

Design thinking is affecting everything we do and use.
Design thinking, as we know it today, was developed
from the creative thinking of the 1950s, when mechanical
engineers would add something to their products to make
them distinctive with the intent of making them “less
threatening” to customers. An iconic example of this is
the coke bottle (Figure 1). Today, design thinking connects
users with products for a meaningful experience.

Terms such as agile, customer centric, customer
journeys, re-imagining, innovation, and infographics are
all associated with design thinking. Design thinking is
about delivering meaningful solutions to problems, that
is change with impact.

The change can be a process, a product, an environment,
or an artefact. The delivery itself may also change.
Ensuring that those affected by the change have an

' https:/bit.ly/20k3fM

affinity to the solution is fundamental to design thinking.
Achieving this is more than about understanding the users
and the impact. It involves engaging those impacted right
at the beginning of the process, and iterating outcomes.
Apple’s iPhone is a great example. The iPhone facilitated
the change in how music is delivered, how photographs
are taken, and how the world communicates. This product
is also updated every few years because clients want
a refresh.

It is because of design thinking that Apple went from a
near defunct company to what it is today. Governments
and other companies have noticed and are engaging
with the concept as well. Apple has a long history with
the design group Frog in aesthetics and usability of its
products. Frog have also assisted UBS in the design of
UBS’s mobile app to “make its clients’ personal financial
information easily accessible, easily readable, and
personally meaningful.”

Upfront, design thinking focuses on the sensitivities of
those who are the subject of the challenge one is resolving.
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The issue being resolved is the “problem statement”
such as, “how can every vehicle become a taxi.” Those
initially perceived to benefit from the outcome are the
personas. Personas are imaginary people who develop,
change, and grow with the ideas portrayed, such as the
drivers and passengers. Going through several iterations,

Figure 1: The changing faces of the Coca-Cola bottles
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one ends up with several “opportunities” to resolve the
task in hand and a reasonable idea of the group of
people who will benefit from it. This process is always
enlightening because anything is initially in bounds, the
most outrageous ideas welcome and the perception of
how your personas will react is surprising.

Finding the most “impact problem to solve,” is very
relevant to today's enterprises. The design thinking
approach starts with prioritizing issues to attack and
focuses on the ones that can help deliver the most
value to the organization. Solutions are then proposed,
empathized through the personas, and quickly iterated.

The practicalities come next. Some opportunities simply
cannot be delivered. Timescales, technology, and budget
dictate that these need to be put aside for later. At one
design thinking workshop, the opportunity proposed was
a dongle that would project a hologram so that clients
could communicate with their bankers. The problem
statement was “how can bankers spend more time with
their clients.” The practicable opportunity delivered was
artificial intelligence that “listened” to conversations and
produced an actionable list of tasks for the banker. (A
further development was to automatically execute the
actions on the list where possible.) This impact allowed
the bankers to increase the amount of time they spend
with their clients by 30%. The hologram opportunity was
put aside for later.

Representative users are exposed to the opportunities
emanating from the design thinking process; this is
akin to bringing your persona to life. The insights from
the users could even rephrase the problem statement
and then iterate again. Opportunities are prototyped.
Prototypes come in many forms, users experience them,
and the personas adapt with the feedback. More ideas
are generated, and opportunities develop. We spiral
round and round with the opportunities that have been
encapsulated by the prototype flying out (Figure 2).

Only then is production or implementation considered,
and at all times the impact on the persona assessed.
Leaving the business benefits of design thinking to
one side, this way of resolving issues is fun. It ticks all
the boxes, including all stakeholders, especially those
often forgotten, who tend to those most impacted by
the change.
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Figure 3: DMI — design value index
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Source: Westcott and Rae (2014)

2. ECONOMIC IMPACT OF DESIGN THINKING

Design thinking has been applied with tremendous
impact in many industries, including consumer products,
education, financial services, healthcare, NGOs, and
transport. Examples include:

» Consumer products: over 2 billion iPhones, enabling
Apple’s profits to increase to over U.S.$50 bin annually
from U.S.$3.5 bin.

Education: classroom layouts designed with the
needs and desires of pupils taken into consideration,
resulting in pupils being far more engaged. Fidget
modules increase attention span of eight year olds
from 7 to 20 minutes.

Financial services: moving banks to realize that their
customers dictate the way business is to be done.
150% increase in new investment product sales.

Healthcare: moving beyond controlling pain and
taking care of medical emergencies — U.S.$400 bin
market in U.S. alone.

* NGOs: 500% increase in meals delivered.

e Transport: increased passenger throughput by
repositioning and synchronizing trains, escalators,
barriers, and ticket offices accommodating 5% year
on year growth in passenger capacity.

Analysis by Westcott and Rae (2014)? clearly shows that
design-centric organizations benefited from a 228%
share price uplift over a 10-year period. Further analysis

2 Westcott, M., and J. Rae, 2014, “Design-drive companies outperform S&P by 228% over 10 years —
the DMI design value index,” Design Management Institute, March 10, https://bit.ly/2LTnT9G

3 Forrester Customer Experience Marketing

* Silver AG/Lucerne University of Applied Science and Arts 2017
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DESIGN-CENTRIC ORGANIZATIONS:

APPLE PROCTER & GAMBLE
COCA-COLA STARBUCKS

FORD STARWOOD
HERMAN-MILLER STEELCASE

IBM TARGET

INTUIT WALT DISNEY
NEWELL-RUBBERMAID WHIRLPOOL

NIKE

indicates that if it was easy, everyone would be doing
it — only 1/5th of U.S. listed companies have actually
benefited from the uplift, as compared to those who
proclaim to practice design thinking.

The question every CEO, shareholder, and government
asks is: “how do we make money?”

To make money, the institution first and foremost needs
people to buy their products (or use their services). Second,
the institution needs to be maintained by people continuing
to buy its products. Design thinking changes the paradigm
from products and services being purely functional to a
user experience that people perceive they need.

Henry Ford paraphrased the cycle:

1909 — about the model T: “You can have any color as
long as it's black”

1927 — “Failure is only the opportunity more intelligently
to begin again”

Design thinking brings failure upfront. The product
solves a real problem and in so doing people will want
the product. Then, the institution moves onto the next
real problem. Consequently, upfront, design thinking
identifies and validates the problem, positions that with
potential customers, and puts opportunities on the shelf
that the customer is unlikely to buy into or cannot be
delivered at that time.

Developing products to which customers will have an
affinity saved GE U.S.$15 min in development costs
when they first took this approach in 2010.° It also allows
maintenance costs to be halved.*
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Design thinking also allows for value-based pricing. The
manufacturing costs of an iPhone X is U.S.$370 and the
customers will pay U.S.$1000 [Richter (2017)3]. This has
contributed to Apple becoming a trillion dollar company.
Apple spends U.S.$10 bin annually on research and
product development, which is only 0.1% of Apple’s
market capitalization. Design thinking is at the heart of
everything Apple does and is commercially effective.
Who would not spend 0.1% of their market capitalization
to be the world’s first trillion-dollar company?

3. GOVERNMENTS AND DESIGN THINKING

While companies that embrace design thinking have
been found to outperform those that do not, the manner
in which governments embrace and support it creates
an innovative culture in their country to attract more
companies (and, therefore, add to their revenues), as well
as promoting social cohesion, decreases in taxes, and
saving lives by delivering services with affinity to their
citizens, who after all pay for it.

Design thinking by the Singapore government has had
immense impact, including:

e Law and order: making courts family friendly with
children’s play areas and upbeat décor instead of a
somber environment.

Healthcare: all disciplines for patient groups (e.g., the
elderly) around the same “island,” that is on the same
floor with practitioners spreading out from the center.
Results are a 40% increase in daily patient treatment
and freeing up space.

Town planning: minimizing the distance anyone
has to travel for public transport, health, social, and
shopping facilities, including making the journey
accessible to the disabled.

In Canada, the Canada Beyond 150 program has
introduced “cultural probes.” These engage people
through their own recordings, drawings, notes, and
artefacts to make them comfortable in portraying their
insights to the government. Through their Employment
and Social Development Innovation Lab, Canada has
bought together people from various disciplines to
simplify the application to and running of the Canada
Pension Plan.

5 Richter, F., 2016, “The cost of making the iPhone X,” Statista, November 16, https://bit.ly/2A3NKI0
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MindLab in Denmark was the first government innovation
lab, established in 2002. However, Mindlab will close
down at the end of this year with activities going to
Denmark’s Disruption Task Force. Notable outcomes
from MindLab include driving the Danish government’s
digitization program and knowledge transfer to the
US., UK., and Mexican governments in setting up
innovation labs.

U.S.: there is probably no other organization in the world
other than the U.S. government that has the power to
improve lives. Yet while design thinking is prominent in
the private sector and intergovernmental agencies, it is
less prominent in U.S. agencies. Some federal agencies
have had success in the specific context in which design
thinking has been applied. These include:

 Call centers eradicating the need for the public to
know every form and detail in order to get information
by having the customer state what they want and
the burden passed to call center staff equipped with
natural language search technology.

Re-imagining the U.S. Air Force, under the slogan
“doing smarter stuff faster.”

Simplifying federal tax forms.

The South Korean Government has taken the approach
of immediately partnering with commercial organizations
to leverage the technology available. Outcomes with
SAP include:

e An Internet of Things (loT) solution to monitor
livestock feeding.

» A public service design model, increasing participation
and literacy rates.

The U.K. Government Digital Services are delivering
services through .gov.uk. This includes “verifying,” which
uses third-party data to determine who you say you are
in order to access services through .gov.uk

Brazil has had its recent challenges. Prior to these
challenges and throughout them, all administrations
remained committed to disclosing detailed information
about federal spending — and giving citizens a clear view
of their tax dollars in action.

Given that governments are beginning to understand the
impact of design thinking, it is not surprising that they
are paying particular attention to the areas in which it
is applied, one being fintech. Government support,
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especially in Australia, Canada, Hong Kong, Singapore,
South Korea, China, the UK., and U.S., is through
regulators and industry associations. Singapore’s
Monetary Authority hosts the world’s largest fintech
festival in November with over 500 start-ups from over
40 countries.

¥ |nstitutions that are adopting design thinking

will rerain their clients and gather more.
Those that do not will become extinct.y?

4. ADOPTING DESIGN THINKING IN
FINANCIAL SERVICES

Companies such as PayPal, WoldRemit, WeChat, FWD,
and Uber continue to challenge traditional thinking in
retail financial and insurance services. In the wholesale
financial market, companies such as Rippel may give
Swift a run for their money. iRX is changing the wholesale
insurance paradigm and companies such as Aquan/
Ziliga are providing platforms, reaching U.S.$1 bin
market capitalizations.

The history of these fintech companies is one of
being outrageously disruptive and, in particular,
embracing design thinking. Traditional financial services
organizations are, therefore, endorsing the approach in
order to be part of their clients’ life as opposed to an
unloved necessity. Examples include:

* One Singapore bank re-imagined their process of
explaining products to clients, resulting in increased
sales of its new investment product by 150%.

A CIO of a global European bank defines innovation as
a change in process and deploys design thinking to
reduce costs by over 30%.

An Australian insurance company increased profits by
35% by enabling interaction with clients to complete
necessary tasks within 60 seconds.

At a recent conference, Citibank suggested that it
takes three years to build a mobile only bank. DBS
took nine months to build one in India, which has over

¢ Marous, J., 2018, “How long should it take to build a digital bank?” The Financial Brand,

hitps://bit.ly/2FCgDM1
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1.2 million customers [Marous (2018)°]. Standard
Chartered have announced they will build a digital
bank in Hong Kong.

The problem statement for traditional financial services
is around how to embed themselves in the client’s daily
life. To do so, they need to make delivering financial
services not only fun but also seamless and subliminal,
and embed it in customer journeys.

Consequently, financial services firms need a paradigm
shift in understanding their clients, rapidly testing (and
failing) products, and bringing the products to market
within months. Everything the financial institution does
now needs to have the client at the center and need to be
continually evaluated by clients and personas. Success is
having the customer availing themselves with the products
and services provided without necessarily knowing that
they are doing so. The product finds the clients when and
where the client needs it. Within financial institutions, this
requires a radical transformation in processes, controls,
regulation, protection, technology, and delivery.

The manner in which financial institutions organize to
deliver (and fail) rapidly varies. In all cases, financial
institutions adopt a design thinking approach:

» Customers are continually surveyed by their current
interactions with the financial intuitions (whether
branches, agents visiting, online, or mobile), as well
as directly through discussions. Their aspirations
and challenges need to be understood and problem
statements need to be formulated and personas
developed.

» Teams involving people from all disciplines including
user experience-experts, process, and support are
assembled to come up with several ideas and to
understand how these will affect the customer through
developing several customer journeys.

» A prototype of the opportunities that will have the
most impact is then developed in days or weeks
and the user-experience is assessed. One or more
opportunities are then agreed upon to be delivered as
a product.

» The team is expanded to deliver continuously (at least
daily), releasing features, and assessing the released
features against the persona, clients, and those
affected. Where the features are not well received,
the user-experience is captured, adapted with the
persona, and the change delivered immediately.
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5. THE IMPACT OF DESIGN THINKING ON
FINANCIAL SERVICES

Institutions that are adopting design thinking will retain
their clients and gather more. Those that do not will
become extinct.

Banks are continually redesigning their branches. Now
they are doing so for the customer experience instead
of for throughput and staff efficiency/metrics. This has
even developed into different brands, such as Frank
by OCBC in Singapore for certain demographics. Other
demographics want the social experience of being in the
branch with the banker coming to them and delivering
their transactions; for example, a cash withdrawal over a
cup of coffee. Each branch can be different to cater for
the local demographic they serve. The revamping of the
branch takes weeks instead months.
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The use of smart phones is where the impact of design
thinking has been most pronounced for financial services.
Not only are the traditional providers being challenged,
they have technical debt that inhibits them to move
quickly. Furthermore, traditional providers think like and
have regulated processes of traditional providers. Their
transformation has to be radical in technology, manner of
organization, use of data, and delivery.

The adoption of design thinking techniques is not an
option for financial services, it is a must. The landscape
is changing rapidly and they need to adapt.
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