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Banks Leverage Microsoft Office System Solutions to Deliver Measurable Process Change

White Paper

Abstract

This white paper summarizes the results of business value studies with Microsoft customers that demonstrate the financial impact of Microsoft® Office System solutions at U.S. and European banking institutions. The value produced by these solutions is highlighted using financial analysis metrics such as payback, net present value (NPV), NPV per user, and solution-specific performance metrics. Benefits are organized into the following areas:

· Corporate Banking Execution—Microsoft Office System solutions succeed in increasing the quality and velocity of communications, and, in doing so, help to build more effective business teams.

· eBanking Product Development—Banks were able to automate and streamline business processes, and, in doing so, decrease product development duration. Companies realized direct financial benefits through cost-savings and enhanced delivery of products and services.
· Small Business Lending—The XML-based capabilities built into Microsoft Office System products allow users to develop solutions that access information from back-end systems and process it using XML viewing and editing functions of familiar Office  products such as Word 2003 and Excel 2003.

This white paper was prepared for line-of-business, financial, and IT leaders who are concerned with or make decisions about improving business processes that turn information into value.  
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Executive Summary

Banks that deploy Microsoft® Office System solutions achieve both dramatic productivity gains and high returns by generating work process improvements. This white paper examines mission-critical processes in several functional areas to demonstrate that the Microsoft Office System can provide financial value to consumer and corporate banking operations.  

Early adopters of the Microsoft Office System demonstrate the software’s flexibility to empower processes and personal productivity in consumer, corporate, and other areas of banking.  Improving business processes has a direct effect on the banking customer experience and is measurable through increased customer close rates, retention rates, and cross-sales.  

Improved business metrics such as those referenced above are a direct result of estimated process improvements. Through streamlined information sharing and communications, banks will be able to decrease process cycle-time from 10 to 42 percent. Similarly, measurable business improvements lead to rapid project payback of less than 1 year and to net positive value for banks that deploy Microsoft Office System solutions. Exhibit 1, page 2, contains a complete list of business value metrics discussed in this paper. 

The Corporate Banking, eBanking Product Development, and Small Business Lending business processes highlighted in this paper are only a sample of potential ways that Microsoft Office System solutions can be tailored to help banks meet their financial and operational goals. Microsoft Office System delivers process improvement and individual productivity gains across bank functions and enables information workers to improve common business processes including:

· Effective Teaming—Through improved communication and collaboration, teams can share information and resources to increase business speed and agility.
· Information for Everyone—Provide more people with timely and easily accessible information so they can make better decisions and take faster and more effective action.

· Process Management—Manage projects and people more effectively to improve quality, decrease process cycle time, and improve overall business execution. 

· Personal Productivity—Increased productivity results from the improved ability to manage and act on ever increasing volumes of information.
The Microsoft Office System includes programs, servers, and services designed to work together to solve a broad array of business problems. Solutions based on the Microsoft Office System often incorporate customized development, which greatly enhances the value of the underlying Microsoft Office System products.  

Refer to the For More Information section, page 20, for links to more detailed product and solution descriptions. These findings are based on several business value methodologies including: Navigant Consulting, Inc., Value Impact Analysis (VIA); Gartner TVO. Interviews were conducted at enterprise organizations during 2003. Refer to Appendix A, page 22, for more [image: image3.jpg]Corporate Banking Organization Processes Before and After SharePoint Portal Server
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information about Navigant Consulting’s VIA methodology.  
Introduction

The primary objective of this white paper is to demonstrate that the Microsoft Office System can provide value to banking institutions across functional boundaries. More than ever, the business model for banks is complex with numerous stakeholders, processes, products/services, and customers (see Exhibit 2). Leading banking organizations are actively pursuing strategies to improve their business processes and deliver superior customer service in a cost-effective manner.  
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Exhibit 2

To quantify the Microsoft Office System impact, Microsoft has measured work process improvements and individual productivity gains in the areas of Corporate Banking, eBanking Product Development, and Small Business Lending. These functional areas are only a representative sample of the many ways the Microsoft Office System can be deployed within banks to increase efficiency and customer satisfaction.  

This white paper is divided into three sections:

· Corporate Banking—Presents a detailed summary of how the Microsoft Office System enables processes to decrease deal cycle-time and increase loan close rates.

· eBanking Product Development—Illustrates areas in which Microsoft Office System can improve information sharing and team collaboration to improve project management and execution.

· Small Business Lending—Details how the Microsoft Office System seamlessly integrates legacy data to improve business processes and increase loan close rates.  

Exhibit 3 highlights how the core business processes and bank sales channels could benefit from Microsoft Office System solutions. Areas highlighted in green are illustrated in this paper.  Although other processes have not been documented, they should expect to benefit from Microsoft Office System solutions as well. 
[image: image5.emf] 


Information Worker Productivity

Microsoft Office System solutions are designed above all else to make information workers more productive. During 2003, 11 solutions providing productivity gains for 3,800 information workers were analyzed by Navigant Consulting, Inc., an independent consulting company.  These studies show that regardless of industry, installing Microsoft Office System products can easily provide information workers productivity gains of 5.5 percent over those workers using previous versions of Microsoft Office.   

The solutions in the studies address business problems common to the banking industry.  Institutions building Microsoft Office System solutions estimated productivity as high as 75 percent for information workers, with a median benefit from an individual solution of 3 percent. These productivity gains were achieved by improving work processes in four common areas:

· Administrative Tasks—Automating the flow of information with Microsoft Office System solutions allowed several companies to eliminate many administrative tasks, such as data entry and document storage, which were previously performed by information workers. The average productivity gain from improved administrative processes is estimated to be 2.6 percent.
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Document Creation—Multinational corporations built solutions on the Microsoft Office System to provide document sharing and management tools resulting in improvements to collaborative processes, document creation, and document management. The average productivity gain from improved document creation, management, and sharing is estimated to be 0.7 percent.

· Project Management—Other businesses used Microsoft Office System solutions as a platform to improve project management processes. The project management improvements help projects to be completed on time and at or below budget. The average productivity gain from improved project management processes is estimated to be 2.1 percent.

· Meeting Time Reduction—Companies used Microsoft Office SharePoint™ Portal Server 2003 to provide remote collaboration tools that will reduce reliance on meetings for status updates. The average productivity gain from reduced time spent in meetings is estimated to be 0.2 percent.

The average information worker performs all four of these functions, and a company installing Microsoft Office System components would likely develop solutions that impact all four areas. The total potential benefit for an information worker is estimated at 5.5 percent, or almost 30 minutes a day.

The productivity gains were estimated in the following manner:

1. Business processes affected by the solution were analyzed to determine potential time-savings at each step of the process.

2. A total time-savings for the company was determined by adding up the time-savings for the process and then multiplying by the number of times per year the process is completed.

3. Productivity was then calculated by dividing the number of hours saved by the total hours available in a year. (Total hours is the number of workers involved in the process multiplied by the number of work hours in a year.) For consistency, a 40-hour work-week and a 48-week work-year were used for all companies.

Refer to the white paper Process Goldmine for more information on the individual studies and the process used to gather and analyze the data.  

This white paper is focused on specific, mission-critical processes for consumer and corporate banking institutions. The studies that follow focus on process change within the organization. However, individual productivity is an inherent benefit of improving information sharing and communications within the banks.  

Navigant Consulting, Inc., Value Impact Analysis Framework 

Navigant Consulting performed a quantitative assessment of the corporate banking and eBanking product development functions to calculate the estimated financial benefits of each project. Extensive interviews with program participants were performed to document the current and future state of the business processes impacted by each solution. These processes were analyzed individually to determine the benefits derived at each step. The process benefits were mapped to explicit Key Performance Indicators (KPIs). Selected KPIs were operational metrics that were often already being measured in the organizations. The following are examples of some of the KPIs used:

· Cycle Time—Time elapsed from the beginning to the end of a process. Reduction of cycle time results in earlier delivery of the process results.

· Utilization (or Productivity)—Amount of effort spent to perform an activity. Increased utilization means that more output can be achieved with the same headcount or that the same output can be achieved with lower headcount.

· Close Rate—Ratio of successful sales-to-sales opportunities. A higher close rate results in increased sales and directly translates into higher revenues.

The change in each operational KPI was then quantified in financial terms. Standard project financial analysis methodology was used to factor in cost and benefits and determine financial metrics such as payback, internal rate of return (IRR), and net present value (NPV).

In some instances, the benefits were based on pilot programs and then extrapolated to a full rollout scenario. In other cases, the benefits were based on pre-deployment estimates made by the Rapid Adoption Participant.
Costs associated with hardware, software, deployment, and training were included in the studies. Software and hardware costs are standardized to reflect a baseline state of purchasing new equipment and software for a given solution. For each customer participating in this study, fixed software costs have been applied, even if the software was already owned or upgraded without cost under a Software Assurance or Enterprise Agreement license, so that study results were based on comparable costs. Financial results are likely to be more positive for companies that already license Microsoft Office System products in the solution they are considering. 

For details about the evaluation methodologies used in this white paper, refer to Appendix A, page 22.
Corporate Banking 

Corporate banks require teams to work together across geographical and departmental boundaries. Successful deals require numerous product groups to coordinate their efforts to sell complete financial solutions to their banking clients.  

Traditional methods of communication, scheduling, and file sharing are inadequate for the task of managing complex processes efficiently. Microsoft Office System products are designed to improve collaboration processes so that corporate bankers can their work and teams using the familiar interface of Microsoft Office.  

Microsoft worked with representatives from top financial institutions to understand day-to-day processes of corporate banking. The study focused on the process of linking people and information in a timely manner to enhance the banks capacity to close corporate banking deals.  

Benefits measured for corporate banking include:

· Shorter Deal Cycle Times—Cycle time reductions averaging 10 percent are projected for corporate banking processes from the use of better tools.

· Increased Close Rate—Through improved underwriting execution and more accurate and richer presentations, the bank can increase close rates by 0.3 percent resulting in $770,000 in additional revenue. 

· Increased Productivity—Productivity increases of 0.4 to 0.9 percent are expected from reduced rework, improved access to information, better knowledge capture, and automation of status reporting.

Corporate Bank Increases Collaboration and Improves Deal Close Rate

The corporate banking group of a top 10 financial institution (based on assets) generates over $1 billion in annual revenue, serving clients with sales greater than $250 million. Approximately 45 client managers are responsible for delivering more than 40 products and services to nearly 1,000 customers. For client managers, identifying leads, coordinating appropriate resources, and closing sales is the formula for success.  

At the center of their work, client managers coordinate teams of product specialists and analysts to craft custom financing solutions for their clients. Success is defined as winning the lead-banking role for a finance project. The lead-banker will control the underwriting process, including structuring and pricing of the deal, and garners the largest portion of the fees. Client solutions may involve any number of products and services; however, the most common opportunities are in lending and investment banking products, including: loan syndication, bond underwriting, asset securitization, and derivative products. 

Winning the lead-banking role can result in $5 million or more in fee revenue. Losing the lead-banking role, even though the bank may participate in the deal in a lesser role, can result in a loss of $2 to $3 million in fee revenue. The opportunity cost of losing a deal is high as well: limited resources are available to work on deals and 100 percent of a banker’s time is at risk if the bank is not selected for the financing deal.

Corporate Banking Process

To win and execute the lead-banking role can involve as many as 25 people from up to five distinct product groups. As Exhibit 5 illustrates, the banking team must maintain close contact to collaborate and share confidential information in a coordinated effort that averages 4 to 6 weeks.

The banking process initiates with the client manager selling an idea or being asked to participate in a corporate finance deal. The potential opportunity is initially reviewed to determine the appropriate product groups to involve, and team members are assigned.

Once product groups are engaged, each team must execute detailed financial analyses to verify if the deal is an attractive opportunity for the bank. Product groups collaborate and share information to spread the deal financials (analyze current state and forecast future results) and to establish synthetic debt ratings and deal structure. In most cases, the vast majority of analytics are completed pre-hire over a 2-week period.  

Significant collaboration is required to ensure that each group has the appropriate information to execute their analysis. Client managers are very involved in coordinating information gathering to ensure that the target customer sees a unified front from the bank. Additionally, the client manager is often the primary link between the underwriting processes to ensure that underwriting is consistent.  

For each deal, the individual product group will do its own financial analysis. Frequently loans must go through several underwriting approval processes at the bank. (Underwriting is separate from product groups.)  

These analyses are completed before the deal is pitched to the customer. Once the bank is confident that the deal is attractive, each group prepares a portion of the deal proposal. The proposal pieces are reviewed, revised, and aggregated under supervision of the client manager.  Coordinating proposal generation efforts normally takes a week due to multiple revisions, versioning issues, and delays in the review cycle due to inefficient information sharing.  

Once a deal is pitched and won, bankers will work frantically to execute the deal before market conditions change. Bankers collaborate to gather and verify their early assumptions, conducting thorough due diligence. Findings from due diligence are shared among product groups, and, once again, the bankers underwrite the deal with any changes. Final presentations are prepared by the standard slide-sharing process, and the final deal is pitched for approval of the company.  

Lapses in effective communication as well as information transfer among product groups can be costly. At each point of transfer bankers are required to give and receive critical, confidential information. The more detailed and cohesive the financing approach or presentation, the greater chance there is of successfully winning the lead-banking role. As an additional factor, the bank that proposes an effective solution in the timeliest fashion often wins the business.

Despite a well-coordinated banking effort, inefficiencies exist due to the lack of advanced collaboration and information-sharing tools. No advanced system is used for discovering, recycling, and communicating knowledge and project activities between the product teams. Deal workflow—including document management and team collaboration—is a manual, labor-intensive process. Coordination of group efforts is conducted via phone and e-mail, and information is stored in separate, often confidential file shares. Information sharing and versioning issues create rework, decrease quality, and slow delivery of corporate banking solutions. In every stage of the process, deal teams often spend significant time searching for files, recreating content, assigning/coordinating tasks, and sharing information. After completion of a deal, important documents and best practices were often lost in unorganized file shares or individuals’ hard drives.  

Microsoft Solution 

The financial institution worked with Microsoft to design a solution using Microsoft Office Professional Enterprise Edition 2003 and Microsoft Windows® SharePoint Services to meet the collaboration and information sharing challenges of the Corporate Banking Group. Additionally, Microsoft Office Solution Accelerator for Proposals will be used to streamline the proposal creation process as well as increase accuracy and quality to win more corporate banking deals.  The result is process automation that enhances corporate banking deal execution, increasing the revenue generated by the bank division. 

Each corporate finance project will have its own Microsoft Windows SharePoint Services site, establishing a central location for employee collaboration, deal management, and document filing. The comprehensive solution encompasses a number of features and integration tools from Office Professional Enterprise Edition 2003, Windows SharePoint Services, and Office Solution Accelerator for Proposals, including:

· Uniform Template—A standardized deal template ensures consistency and makes it easy to create new SharePoint sites. 

· Digital Asset Management—The SharePoint site stores, indexes, and manages all content in a usable for​mat, giving users easy access to existing materials. Metadata can be added to documents to facilitate searches.
· Security—Information is readily available to the deal team, and, at the same time, can be locked-out to anyone else in the organization and externally.
· Collaboration—Office Professional Enterprise Edition 2003 offers enhanced collaboration through advanced versioning control and merging changes directly on the SharePoint site. Meeting Workspaces facilitate group interaction.
· Internet Access to Team Site—Bankers gain access to collaborative documents through the SharePoint site; it allows for 24-hour/7-day access to most current deal documents and materials. 

Benefits

With the Microsoft Office System solution, based on Microsoft Office Professional Enterprise Edition 2003 and Office SharePoint Portal Server 2003, the bank can increase underwriting efficiency, automate proposal generation processes, and generate higher revenues than it did with its ad hoc information and deal execution processes. Using the Microsoft Office System solution, the bank will complete projects more quickly and efficiently leading to higher productivity and larger profits. The direct result of faster, higher-quality deal execution will be an improved close rate of 0.3 percent and increased revenue. Based on a business value study performed by Navigant Consulting, Inc., the bank expects to receive an internal rate of return of 133 percent and payback in 8 months.
Faster Deal Analysis and Underwriting

For the bank, the deal process is lengthy and complex. Each product group must gather and underwrite data to determine proper capital structure, terms, and deal pricing. Extensive credit evaluations are required in each product group and at several corporate levels within the bank.

Financial analysis and structuring a deal can consume more than half of the deal cycle time.  However, actual work time spent analyzing and structuring the opportunity is often less than 75 percent of the total elapsed time—leaving significant room for improvement. The inefficiencies in deal analysis and structuring are caused by a lack of information sharing and collaboration tools that work within the bank’s processes.  

Office SharePoint Portal Server helps to streamline this chaotic process by providing an easily accessible location to store all confidential deal information. Rather than delivering paper or e-mail copies of deal materials, the bank now sends an e-mail message to team members with a link to the necessary documents on the Windows SharePoint Services site.

Team members can work independently on the documents or collaborate using SharePoint Document Workspaces. Documents are available through Microsoft Office, and multiple versions are managed via a SharePoint site, helping the bank avoid multiple and out-of-date versions of documents. SharePoint Portal Server Alerts also immediately notify the client manager when a document is complete, freeing the team to move ahead on their new project without any unnecessary delays or waiting for approvals.

The Microsoft Office System solution allows significantly greater collaboration and process and document management, including:

· Central structure and methodology for creating, storing, and executing deal processes.

· Reduced lag time due to constant access to deal information.

· Elimination of fruitless information searches.
· Rapid discovery of relevant deal information across departmental boundaries.

Streamlined Pitch and Document Management

Creating proposals and pitching the deal is critical to winning new business. Deal proposals are traditionally developed using the Microsoft Office PowerPoint® 2003 presentation graphics program to create slides. The process involves coordinating within product groups to aggregate recycled and new slides to complete a proposal.

To streamline this process, SharePoint Portal Server will provide a central repository for making previous deal information searchable and accessible through the server. 

With access to existing content immediately available, team members will have more time to devote to their specific pitch, honing a more inventive angle for every client and using the latest information linked and updated automatically from the PowerPoint presentation. Pitches that are more customized to the needs of the customer and that are linked to online data that will not become stale will lead to a higher close rate for corporate banking.

eBanking Product Development  

Microsoft Office System solutions in project management strive to develop and standardize banking processes so that employees produce more strategic results, identify and share best practices, and deliver on present objectives. Many financial institutions have found that employees in different parts of the organization are performing similar tasks in completely different ways. In some instances, employees are forced to repeat tasks because it is impossible to share information. Companies recognize the value of standardizing tasks around best practices to eliminate rework—and many are using Microsoft Office System solutions to address these issues.

The electronic banking group of a leading European financial institution deployed a Microsoft Office System solution to enhance its project management and ultimately product development capabilities. Solutions were developed to help provide everyone with key information by aggregating it in easily accessible locations and automating reporting processes. The implementation of standardized processes had the additional benefit of encouraging employees to work together as effective teams more often.

European Bank Eliminates Rework and Project Downtime

Microsoft worked with a European-based consumer eBanking group with more than 3 million online customers. Each year eBanking executes approximately 150 projects improving services and delivering new products to customers. Projects vary in scope from small teams working for only a few weeks to hundreds of participants working over several years. On average, projects are executed over 6 months with 1 full-time project manager and 10 to 12 part-time team members.

The eBanking project management process was highly inefficient. Files stored in traditional file share folders were not easily accessible—and they were insufficient for collecting and reusing knowledge created by decentralized and geographically dispersed workers. No system existed for discovering, recycling, and communicating knowledge and project activities between project teams. Document sharing and communication was conducted through e-mail, phone, and face-to-face meetings. As seen in Exhibit 6, after completion of a project, important documents and best practices were often lost in file shares or on an individual’s hard drive.

Communication and project management delays were a natural result of the ad hoc management and communication processes. The bank estimates that 10 to 50 percent of the project cycle and work time was consumed by project inefficiencies due to rework and poor communication and information sharing.

Solution 

Working with Microsoft Consulting Services, the bank deployed a Microsoft Office System solution that uses: 

· Microsoft Office Professional Enterprise Edition 2003—To integrate Microsoft Office Outlook® 2003 Calendars and manage versioning and project flow. 

· Microsoft Office SharePoint Portal Server 2003—As the central and searchable repository for all project content and project management communications.

· Microsoft Windows SharePoint Services—To produce a uniform and accessible file structure from project to project, making it easier for the users to locate the right information quickly.

Windows SharePoint Services provides a powerful project management and document storage engine through which the project team can access documentation and communicate project requirements or updates to the team. Each project has its own dedicated SharePoint site. Whether traveling or in the office, team members have secure, Web-based access to all relevant project information.
Additionally, the solution reduces rework through document versioning control and e-mail alerts. With Microsoft Office Outlook messaging and collaboration client 2003, team members can receive notifications of approaching deadlines, project changes, and content changes on the project site. The Windows SharePoint Services notification feature automates tasks previously handled by the project manager and ensures that projects continue to progress in a timely manner.
Key process enhancements delivered by the solution include:

· Centralized storage of relevant information for each eBanking project.
· Consistent structure and methodology for creating, storing, and sharing project knowledge. 
· Rapid discovery of relevant information across international boundaries. 

Benefits

The eBanking solution uses native collaboration and communications tools of the Microsoft Office System products to automate manual processes, increase communication, and improve project execution. More efficient communication and knowledge transfer results in higher work quality, increased productivity, and better response to the demands of banking customers.

With Office SharePoint Portal Server 2003, the bank can store all project data in a central location—a practical improvement over the previous situation in which files and documents were stored on individual desktops or in country-specific file shares. Central storage of critical information decreases delays due to lost information and file searching. Enhanced version control and automatic notifications lower rework and speed up project execution.
· Decreased Project Execution Time—Decreasing the time employees spend recreating information, waiting, and searching for information will decrease project delivery times by up to 42 percent.  
· Increased Staff Use—Increased efficiency allows eBanking to execute additional projects for the same cost. Reduced project completion times will result in recaptured employee productivity of more than 3 percent.  

· Support for Business Units—Successfully executing projects has a direct impact on the eBanking division bottom line. eBanking customers are directly supported through the efforts of the eBanking project group. 

With the Microsoft Office System solution, the bank expects to reduce project cycle time by more than 42 percent. Quicker projects lead directly to higher employee utilization.  Conservatively, the bank estimates that it will be able to capture 3 percent of the improved cycle time as employee productivity, resulting in over $330,000 in annual benefit in the form of employee productivity.  

Microsoft Office System solutions promote efficiency and cost reduction by standardizing workflows and business processes. The solutions automate administrative tasks, eliminate rework, and make it easier for workers to complete their tasks. Project management solutions provide the technology to standardize the processes that teams use when completing projects. Many of the companies developed standard templates for Windows SharePoint Services sites, thus ensuring that teams use the company-standard format on each project. Windows SharePoint Services e-mail Alerts can also be used to keep processes moving without involving a project manager.

Small Business Lending 

Years of torrid growth in the 1990s, primarily by acquisition, has led to an operational nightmare for small business lending operations of commercial banks. Riddled with disconnected systems, many banks found that critical customer information was located in disparate silos stored in legacy systems and connected through manual processes. As a direct result, banks are frequently unable to cross-sell their financial services and suffer lower loan close rates due to inefficient loan processes. 

For leading banks today, upward of 50 percent of revenue growth is a result of selling more products to existing customers. Increasingly, commercial banking operations find that their employees need data from a variety of systems and spend a great amount of time retrieving it.  

Microsoft analyzed the operations and processes of a leading small business lender to understand how the Microsoft Office System can increase customer retention and enhance new business close rates by integrating data directly with the desktop.  

Working with Microsoft, the lender found that by leveraging the native-XML capabilities of Microsoft Office System, it succeeded in linking critical business data directly to the user’s desktop without expensive customization. Automating information exchange reduces manual extraction that can lead to errors and increases in individual productivity. Integrating data from internal and external systems shortens process cycle times and improves decision making to deliver measurable business value.

Enterprise integration sample benefits include:

· More Effective Cross-Selling—Access to critical customer data allows for employees to cross-sell bank products. 

· Enhanced Revenue—Faster process cycle times, improved decision making, and improved productivity resulted in greater customer retention and improved customer close rates of nearly 1 percent.

· Increased Productivity—Automating manual tasks with integrated information systems enabled the bank to recapture as much as 20 percent of the total process time.
Bank Connects Data Islands Through Process Management and Automation

Years of growth by acquisition had slowed technology performance and ultimately customer service for a U.S.-based small business lender. As the bank added new acquisitions, it created a patchwork of legacy systems and new processes in an attempt to integrate information and serve customers. The result was multiple, unconnected data repository systems containing critical account information that was necessary for account support and new business underwriting.  

Islands of unconnected data combined with disjointed and incongruent lending processes resulted in an estimated loss of 20 to 50 percent in process and employee productivity depending on the loan stage. For example, to close a loan requires two full-time employees; one to manage the sales process and another devoted to backend process and communications.  

Thirty percent of customer applications for bank products include incomplete forms, requiring a loan manager to spend time managing and tracking the corrections with the customer. Nearly 80 percent of incomplete loan applications never reach completion due to the increased effort required—often customers would give up or take their loan somewhere else. Every loan that does not close results in $3,000 to $15,000 in lost fee revenue and annual interest revenue earned on the loan.

This pain was felt by bank customers and shared by the more than 1,500 credit analysts and 500 client-service representatives for the lender that required timely, accurate information to process loans for new and existing customers. Twelve to sixteen people would touch the loan process during 6 to 8 weeks of process time, many dealing with loan exceptions and application fallouts.  

Solution

To integrate people and data and rationalize business processes, Microsoft envisions a Microsoft Office System solution that integrates with several backend systems to provide a comprehensive view of each customer relationship. The solution will present sales and customer service personnel with a consolidated view of all relevant customer information, including application status and deficiencies and contact and transaction history across all customer service channels and all customer accounts. 
XML will provide the access protocol to enable Microsoft Office System programs such as Office Word 2003 and Office Excel 2003 (as well as Microsoft Office InfoPath™ 2003) to communicate with almost any information repository or system and access critical business information right on the desktop. Previously isolated account and application information will be easily accessible from a central access point, eliminating unproductive information gathering activities and speeding customer service. Bank representatives will be able to access and pull relevant documents and financial information directly to their desktop for further processing or analysis.  

In addition to immediate access to customer account and application information, process milestones, business rules, and workflow will be integrated into the solution to provide proactive monitoring and checkpoints to move applications through the loan approval process.  This will reduce manual time spent tracking and moving applications forward—directly reducing loan fallouts.  

Office InfoPath 2003 is the ideal program for information and process interconnectivity through its native support for XML. InfoPath-based solutions can be used online or offline, and, through built-in support for Web services, they can be tied to any backend system that supports industry-standard XML.

Office InfoPath provides excellent integration with existing enterprise systems, including non-Microsoft databases and middle-tier systems. Through Web services, the bank can create forms with the capability to retrieve and write back to multiple backend systems, participate in workflow, and so on.

In this smart client solution, data entered by users can be dynamically validated to ensure that it is correct and complete before it is passed on to the next tier. All of this means that any information gathered with InfoPath can be reused and repurposed by anyone or any process in the organization, which greatly increases the productivity and power of that information. 
Windows SharePoint Services and SharePoint Portal Server 2003 will be used to connect banking locations, people, and facilitate smart lending processes.  SharePoint Portal Server 2003 using Web Parts technology and document libraries seamlessly integrates with InfoPath to greatly enhance the ability of loan processors to track and modify applications in the loan process.

Microsoft BizTalk® Server, Host Integration Server 2000, and SQL Server 2000 provide the backend integration to the bank’s legacy systems. BizTalk Server will enable the bank to rapidly build and deploy integrated small business lending processes through a suite of tools and services that make building business processes and integrating programs faster. 

Host Integration Server 2000 will serve as the integration platform and provide flexible interface to leverage the bank’s existing AS/400, mainframe systems data and applications.   Host Integration Server will allow the bank to preserve existing infrastructure investments and maintain technical flexibility with its enterprise-class scalability, performance, and reliability. 
SQL Server 2000 functions as the central data store to aggregate information from legacy systems. With the lowest implementation and maintenance costs in the industry, SQL Server 2000 delivers rapid return on your data management investment. SQL Server 2000 supports the rapid development of enterprise-class business programs that can give your company a critical competitive advantage. 

Benefits

Customer satisfaction is the ultimate measure of success in small business lending, measured by the amount of time it takes to process the loan. The number of customers retained and the loan close rate are directly affected by the bank’s capacity to move the loan through the process quickly and to provide visibility into the status of the process.

For this small business lender, connecting disparate data sources and rationalizing business processes into one unified view will result in tangible benefits including increased loan close rates as well as cross-selling additional bank products.

The bank estimates that loan close rates can be improved by 0.8 percent, which would result in over $5 million in additional business annually. Likewise, having the capability to view the customers’ other transactions, accounts, and other customer data would allow customer service representatives to cross-sell products proactively. A small improvement in the number of cross-selling opportunities, as little as 0.5 percent would result in addition sales of over $1 million annually. 

Conclusions and Recommendations

The deployment or upgrade of the Microsoft Office System is an excellent opportunity for banks to increase the value gained from their lending and banking products and services. Similarly, acquisitions continue to fuel strategic growth, exacerbating issues related to information silos. More than ever financial institutions that have traditionally used Microsoft Office will find that long-existing business problems can be addressed with these integrated products.

The Microsoft Office System is a powerful set of products that can be combined to add value across the entire spectrum of business processes. Microsoft Office System solutions produce results by integrating individual programs into solutions that deliver greater impact than the individual parts. Installing Microsoft Office System products as an integrated solution affords financial institutions the opportunity to incrementally improve their existing processes or opt for a radical change.

The Business Value studies used as the basis for this white paper show that deploying Microsoft Office System solutions that affect even very small segments of a company’s business can produce significant results. The fast payback periods are an indication that the risk of the project is low.

Business decision makers should examine their banking processes to identify areas that can be improved with Microsoft Office System products. Given the wide range of applicability of these products in the workplace, there is an excellent chance that a Microsoft Office System solution can provide significant value.

The many companies that already use Microsoft Office products should recognize that upgrading to the Microsoft Office System provides substantial additional benefits—the capability to improve data access and sharing with other products in the Microsoft Office System and to improve organizational responsiveness by allowing better integration with Web services and XML-enabled enterprise applications.

Subsequent to an initial investment to upgrade to the Microsoft Office System, small incremental investments made to integrate other Microsoft Office System products can lead to substantial additional returns.

For More Information

For more information about Microsoft’s perspective on the business value of technology investments that use Microsoft products, please visit:

· http://www.microsoft.com/business/solutions/default.mspx
· http://www.microsoft.com/business 

For more information about Microsoft Office System products, please visit:

· http://www.microsoft.com/office/prodinfo.mspx
· http://directory.partners.extranet.microsoft.com 

For more information about the companies and their solutions highlighted in this white paper, please visit:

· http://www.microsoft.com/resources/casestudies/ 
For more information regarding Navigant Consulting, Inc., and its Value Impact Analysis practice, please visit:

· http://www.navigantconsulting.com
Authors
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Appendix A – About This Report

Business Value Methodology

This white paper summarizes the results of three business value studies in Europe and the U.S. Studies were conducted at consumer and corporate banking operations by Microsoft, Navigant Consulting, Inc. during 2003.

To measure the business value, Navigant Consulting, Inc., used its Value Impact Analysis (VIA) methodology to quantify the benefits and costs of using Microsoft Office System solutions. The VIA methodology was formed by leveraging a unique amalgamation of business experience and skills including strategy, process management, finance, and information technology.

The VIA methodology produces a business value study that is process oriented and, therefore, distinct and separate from other business analyses. While the VIA study is technology driven, its principal focus is on business process change and its impact on business groups or organizations.

The VIA methodology incorporates five critical steps, including:

· Evaluating and understanding the unique customer opportunity.

· Identifying the key performance metrics and improvement goals.

· Analyzing business processes.

· Leveraging financial modeling tools to measure costs and benefits.

The focus on process change in the VIA business value analysis has several benefits for organizations participating in the studies, including:

· Companies receive a clear map outlining the direct relationship between the technology investment and the business process improvements.  

· Benchmarks are established for continued monitoring of business process improvements.

· Traditional financial measures are based on clear and supportable measurements that allow business and IT managers to make supported business cases for their investments. 

The four business value studies provide business value data that supports Microsoft’s promise to deliver financial value through Microsoft Office System solutions.

Traditional Measures to Assess the Value of IT Investments 

The business value studies contained in this white paper used three standard financial methods to measure the value of IT investments.

Payback Period

Payback period is simply the length of time it takes to recover the initial cost of an investment, in this case, information technology. The payback period is calculated by summing all expected monetary benefits of deploying the solution until the total equals the initial outlay. The sum of years or months over which the project returns the initial cash outflow is the payback period.

Net Present Value

In the simplest terms, net present value (NPV) is the difference between deployment costs and the value of deployment over a 3-year period, adjusted for risk and the time-value of money. If NPV is positive, the proposal is a good candidate for investment.

Internal Rate of Return 

The internal rate of return (IRR) is simply the expected return on the money invested for a specific project. If the IRR is greater than the firm’s cost of capital, then deploying the Microsoft Office System solution will add shareholder value.
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Exhibit 5











Exhibit 6 – European bank before-and-after processes








Microsoft Office System Solutions Demonstrate Significant Business Value With Financial Corporations�
�
Business value studies at three organizations demonstrate that Microsoft Office System programs consistently provide a positive return on investment.�
�
Traditional Measures�
Results�
�
Net Present Value Per User�
European Bank - $195/user


Corporate Bank - $1,069/user�
�
Internal Rate of Return (IRR)�
European Bank – 105%


Corporate Bank – 111%�
�
Payback�
European Bank – 10 months


Corporate Bank – 11 months


�
�
Cycle Time�
European Bank - ( 42 percent


Corporate Bank -  ( 9.8 percent


Small Business Lender - ( 20 percent


�
�
Cross-Sales�
Small Business Lender - ( 0.5 percent, leading to $1 million annually�
�
Close Rate�
Small Business Lender - ( 0.8 percent, leading to $5 million annually


Corporate Bank - ( 0.3 percent, leading to $770,000 annually�
�
Productivity Improvements�
European Bank - ( 0.2 percent, leading to $330,000 annually�
�
Exhibit 1








Productivity Gains for Information Workers�
�
Microsoft Office System solutions provided productivity gains for information workers in four main categories: eliminating administrative tasks, streamlining document creation, simplifying project management, and reducing time spent in meetings.�
�
Process�
�
Information Workers�
�
Hours Saved�
�
Productivity Gain�
�
Administrative Tasks�
 �
663�
�
32,680�
�
2.6 percent�
�
Document Creation�
�
1,638�
�
21,000�
�
0.7 percent�
�
Project Management�
�
1,510�
�
60,850�
�
2.1 percent�
�
Meeting Time Reduction�
�
135�
�
562�
�
0.2 percent�
�
�
�
�
�
Total�
�
5.5 percent�
�
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Exhibit 3
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