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RESTORING CONFIDENCE IN LONG TERM SAVINGS

A SUBMISSION FOR THE CONSIDERATION IN THE DELIBERATIONS OF THE TREASURY SELECT COMMITTEE INQUIRY

GOLD STANDARD AWARDS:  IT’S TIME TO LIFT STANDARDS IN FINANCIAL SERVICES

www.goldstandardawards.com
	EXECUTIVE SUMMARY

	1.1 Gold Standard Awards is offering this submission to the Treasury Select Committee as part of the ongoing inquiry into Restoring Confidence in Long-Term Savings.  We hope the submission will be of use as part of the final outcome of the Committee’s deliberations.

Focusing consumers on best practice

1.1 Gold Standard Awards play a unique role in helping to rebuild confidence in the financial services through recognising best practice across all aspects of the financial services industry.  This can play an important function not only through encouraging best practice within the industry, but also in helping consumers to better differentiate the good providers from the bad. 

1.2 The Awards focus on a range of factors designed to instil public confidence in financial sector providers including judging sections on: financial strength; capability of the companies to conduct business; service; fair value and trust.  We would particularly like to draw the Committee’s attention to the aspects such as consumer treatment and corporate governance, both of which rank highly in the key tests applied to those awarded the Gold Standard.

Independence is our key strength

1.3 Gold Standard has devised an independent, rigorous assessment of financial services companies covering a broad range of sectors: fund management; mortgages; pensions; protection; insurance; banking; and IFAs. 

1.4 Our independence is key: the judging process is undertaken by a panel of consumer, media, peer group, consulting and FSA regulatory experts. A measure of our integrity can be seen in Gold Standard’s 2003 awards, which produced only six winners. Most categories did not gain awards. We feel this demonstrates the rigour of the process and our focus on raising standards.

1.5 Whilst we undoubtedly recognise that the objective of restoring confidence in long-term saving requires a broad solution, Gold Standard hopes the Committee will view the Awards as an important initiative in contributing to that objective.


Restoring Confidence

2.1 Gold Standard Awards is offering this submission to the Treasury Select Committee Inquiry and hopes the comments made will be of use to the members of the Committee as they complete their final deliberations. We are conscious the Committee has been conducting a wide-ranging Inquiry for some time and is nearing the completion of its deliberations. However, as the Inquiry has progressed, we thought it appropriate to inform the committee of a genuine, independent attempt to promote fair value and trust for financial consumers.

2.2 That this inquiry is taking place at all demonstrates the concerns about trust and confidence in financial services.  Clearly, there has been a loss of investor confidence in recent years, with much of the damage inflicted by poor market conditions over the previous three years. This situation has created intense interest in UK savings, with much attention focussing on the perceived ‘savings gap’ with as many as three million people in the UK saving insufficient levels to provide for financial security in retirement
.  

2.3 The savings ratio (which, it must be recognised is a rather blunt measure of how people are actually saving at any one time) has halved since 1997. It is clear that the ability to build better partnerships and understanding between financial providers and consumers is going to be a key element in the success or failure of attempts to reverse this trend.  

2.4 Gold Standard believe that the need to develop publicly recognised, independent standards will have a vital role to play towards ensuring the public once again feel confident in the financial providers they choose to trust with their financial assets.

2.5 Gold Standard Awards are helping to rebuild confidence in the financial industry but the organisers believe that more needs to be done by individual firms as well as Government and the Regulator to develop consumer confidence.

2.6 Gold Standards will keenly await publication of the Select Committee Report and will be looking to incorporate key recommendations from the Final Report towards restoring confidence into the format for the awards.

About the Gold Standard Initiative

3.1 Gold Standard Awards were launched in 2003 by Incisive Media. The aim is to create a benchmark by which customers are able to better differentiate between providers of financial services.  The need for such an independent benchmark is clear at a time when the scope of choice facing retail consumers can often seem daunting.

3.2 The Gold Standard Awards were created in response to a general lack of confidence in the financial services industry. It is clear that the ability to build better a better understanding between product providers, financial advisers, consumers and regulators is going to be a key element in the success of a modernised financial services. 

3.3 At present consumers are faced with a barrage of individual regulatory, product provider and industry initiatives that offer confusing and conflicting advice. There is currently no form of assessment, awards or accreditation to help consumers pick their way through these individual initiatives enabling them to make more informed decisions about their financial purchases.

3.4 Gold Standard takes into consideration a wide range of critical factors when deciding on awards.  This is guided by the aim of instilling confidence in providers – a confidence that for millions of consumers has been lacking in recent times. These factors include: (a more detailed outline is provided under the methodology section below).

· The financial strength of the provider;

· The ability to provide value for money;

· The quality of customer service;

· The capability of the firm, staff training and expertise; and

· The ability to instil trust in consumers

3.5 The Awards are independent of any financial services provider and are judged by a panel of consumer, media, peer group, consulting and regulatory experts. Members of the 16 strong judging panel include the former FSA head of training and competence David Jackman. A second series of Awards are being launched this year as part of a continuing drive to lift industry standards.

The Award Categories

4.1 The Gold Standard Awards are divided into seven categories.

	The Gold Standard for Fund Management
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This is aimed at financial services groups, specialist fund boutiques or friendly societies offering savings products to UK investors. Products include ISAs, unit trusts, Open-ended investment companies (OEICS) and fund of funds.



	The Gold Standard for Mortgages
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Financial services groups offering mortgage products to UK investors. Typical products on offer would include fixed, variable or discounted mortgages, buy-to-let and self-employed mortgages.



	The Gold Standard for Pensions

	[image: image3.wmf] 

Financial services groups offering individual and group pension products to UK investors and companies. Typical products offered would include personal and stakeholder pensions, group and employer pensions.



	The Gold Standard for Protection
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Financial services groups and specialist protection companies offering life and protection products such as life assurance, critical illness, private medical insurance, income and mortgage protection.



	The Gold Standard for Insurance
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Financial services groups and specialist insurance companies. Typical products include home insurance, travel insurance and car insurance.




	The Gold Standard for Banking
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Financial services groups offering retail banking products and services. Typical products and services would include current and deposit accounts and money transfer facilities.



	The Gold Standard for Independent Financial Advice
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Companies offering independent financial planning advice to UK investors. Companies entering must be registered IFAs.




The Methodology

5.1 Financial Strength: This has been defined in terms of the financial ability of the entity under consideration (life company, bank, IFA, fund manager, mortgage lender) to meet what its customers reasonably expect through it ability to survive in an appropriate form. The differences between the provider types under consideration will be taken into account. Providers will be rated amongst their peer sector, rather than as a global population of entrants. 

5.2 Capability: This area looks at the overall expertise of the company to conduct the business category entered. Typical elements taken into consideration include business structure, staff expertise and training.
5.3 Service: The ability of the company to maintain an effective post-sales relationship with the distributor and/or consumer. Typical areas assessed are forms of communication and distributor/consumer interface structures.
5.4 Fair Value: This assesses whether the customer is getting value for money by comparing charges and benefits against a typical range of products for the category entered. Companies offering specialist products only will be assessed against similar groups.
5.5 Trust: The ability of a company to instil confidence in consumers through the customer experience, the media, advertising and marketing. Judges will be looking for a coherent message, which is reflected not only to customers but within the company itself. The judges will also be looking for best practise through corporate governance policies and ethical standards when promoting products.
An Assessment of Success?

6.1 The Gold Standard Awards uniquely offer a uniform method of assessing all financial services groups in five key areas – financial strength, capability, service, fair value and trust. The findings of last year’s assessment exercise uncovered some interesting and, up until now, undiscovered findings about the UK Financial Services Industry. 

6.2 Only six groups out of 36 who put themselves forward for assessment achieved a Gold Standard. The structure of the assessment touched every aspect of company structure. The groups that achieved Gold Standard Status had a clear working knowledge, either directly or indirectly, of all of these structures. Facts and figures were easy to access and training programmes were described in detail rather than just listed, with clear progression described. Other key findings are below:

Summary of Key Findings  

· Groups admitted they had never sat down, studied and put on paper how each department within their company works and/or impacts each other.

· Groups were unable to express in percentage terms how many of their staff had achieved higher than standard levels of training.

· Even within large, established groups the emphasis on training was geared towards meeting minimum FSA standards, rather than improving the customer experience.

· Groups with a clearly documented culture and ethos reflected this in all areas of business. Those who did not, displayed wide variations of working practise throughout key departments, i.e administration, sales, customer service, marketing.

· Strong leadership at chief executive or managing director level was more evident in groups that achieved Gold Standard Status.

· Corporate governance issues are ‘bundled’ within one department with no clear distinction on how to apply corporate governance standards in-house in addition to applying standards to companies they may invest in. In most cases, the emphasis is in applying it to companies they invest in.

Conclusion

7.1 There are financial services groups displaying best practise and, as such, deserve to be rewarded. However, it is also clear from our research that many groups are operating woefully below these standards with key personnel displaying little knowledge of group structure, relevant training, corporate governance and clear ethics in promoting financial products. It is hoped that the Gold Standard initiative will help to bring other groups up to this standard and thus help to restore confidence in the industry.  The insights our independent assessment process can offer in highlighting specific areas within financial services groups that are inadequate, or as a general overview of how a financial services group operates, we believe can only help this process. 

7.2 We very much hope the Committee will support us this initiative as a key way of restoring confidence in long term savings.
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It’s time to lift standards in financial services
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